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1. Introduction
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The questions from Section 2 - Finance of the RFA-2 application were allocated among 4 established criteria (Financial Capability, Investment Plan, Market

Assessment, and Operations Plan).

Criteria

Section 2 is comprised of 4 Criteria and 10 Sub-Criteria:

¢ (Criterion 1 (Questions 2-2, 2-5 to 2-7, 2-11 to 2-17,2-29):
o Criterion 1.1 (Questions 2-7 and 2-16):
o Criterion 1.2 (Questions 2-5,2-6, 2-12 to 2-15, 2-17, 2-29):
o Criterion 1.3 (Questions 2-2 and 2-11):

¢ (Criterion 2 (Questions 2-1, 2-3, 2-4, 2-8, 2-10, 2-27, 2-28, 2-30):
o Criterion 2.1 (Questions 2-1, 2-3, 2-4, 2-8, 2-27, 2-28):
o Criterion 2.2 (Questions 2-10 and 2-30):
o Criterion 2.3 (Question 2-8):

¢ (Criterion 3 (Questions 2-18, 2-19, 2-21, 2-23, 2-26):

¢ (Criterion 4 (Questions 2-9, 2-11, 2-19, 2-20, 2-22 to 2-25, 2-31 to 2-38):
o Criterion 4.1 (Question 2-22):
o Criterion 4.2 (2-9, 2-11, 2-19, 2-20, 2-23 to 2-25, 2-31 to 2-38):
o Criterion 4.3 (2-9, 2-11, 2-19, 2-20, 2-23 to 2-25, 2-31 to 2-38):

Financial Capability

Ability of Applicant to Obtain Project Capital

Current Financial Strength of Applicant

Applicant's Expected Project Return Over Term of License

Investment Plan

Commitment to Spend Required Capital

Timing of Total Development

Consistency Between Quality/Scope of Proposed Facility and
Expected Market Penetration and Financial Results

Market Assessment
Gaming Revenue Projections and Market Share

Operations Plan

Applicant's Understanding of the Importance of Internal Controls
Consistency of Business Plan with Financial Results

Financial Projection Analysis







Question List

2-1 Application Fee and Community Disbursements
2-2 Licensing Fee

2-3 Minimum Capital Investment

2-4 Land

2-5 Audited Financial Statements

2-6 Unaudited Financials and SEC Filings

2-7 Financing Structure

2-8 Budget

2-9 Significant Economic Downturn

2-10 Timeline for Construction

2-11 Pro-Forma Cash Flow

2-12 Credit Arrangements and Financial Commitments
2-13 Breaches of Contract

2-14 Administrative and Judicial Proceedings

2-15 Bankruptcy Filings

2-16 Minority sources of financing

2-17 Documentation of Financial Suitability and Responsibility
2-18 Revenue Generation

2-19 Projected Gaming Revenue

Draft - For Discussion Purposes Only

2-20 Projected Non-Gaming Revenue

2-21 Projected Tax Revenue to the Commonwealth
2-22 Internal Controls

2-23 Maximizing In-State Revenue

2-24 Customer Cross-Marketing

2-25 History of Revenue

2-26 Market Analysis

2-27 Capital Investment

2-28 Total Investment Outside the Property

2-29 Additional Financial Commitments

2-30 Construction Plan

2-31 Business Plan

2-32 Maximum Facility Use

2-33 Competition from Internet Gaming

2-34 Marketing Plan

2-35 New Revenue

2-36 Marketing to Out of State Visitors and use of Junkets
2-37 Marketing to In-State Visitors

2-38 Secure and Robust Gaming Market
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Introduction

The financial strength and capacity of the Applicant to develop (construct and
open) and operate the proposed facility.

Key Considerations:
» Ability of Applicant to obtain project capital.
e Current financial strength of Applicant.
* Applicant’s expected project return over 15 year term (term of license).
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Ability to Obtain Capital: Introduction

Expectations of Applicant:
* Evidence of access to capital required to fund project cost as submitted.

Assessment Approach:

* Reviewed financing plan as submitted by Applicant as well as accompanying
background materials.
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Ability to Obtain Capital: Springfield/MGM

The legal name of the Applicant is Blue Tarp reDevelopment, LLC. Blue Tarp
reDevelopment, LLC is 99% owned by MGM International and 1% owned by
Paul C. Picknelly.

MGM has suggested two financing alternatives for the development:

« Option 1 - Fund the development through its corporate credit facility, existing
cash, cash flow from existing operations as well as distributions received
from existing unrestricted subsidiaries.

« Option 2 - Fund the development through project financing comprised of
25% to 50% equity and the remainder obtained through project financing.

Option 1

Based on December 31, 2013 10-K

« As at December 31, 2013 MGM had $1.2 billion of available borrowing
capacity under its senior credit facility.

« MGM had $1.71 billion in EBITDA for the year ended December 31,2013. For
this same period they had $857 million in interest expense and $562 million
in capital expenditures.

« Current assets at December 31, 2013 amounted to $2.7 billion while current
liabilities amounted to $2.2 billion.
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Ability to Obtain Capital: Springfield/MGM

Option 1 (Continued)

The following represents a high level
estimate of the next three years
projected cash availability for the
development as contemplated under
Option 1. This analysis contemplates
that the only developments under
consideration during this period are the
recently awarded Maryland project and
the Massachusetts casino. The analysis
assumes the Macau development ($2.9
billion) is financed through project
financing.

In the event MGM refinances the
indebtedness owing over the next three
years, there would be sufficient cash
available to fund the development from
operating capital.

HILIT

ADVISORY

Projected Cash Available for MGM
Three Year Period ($Million)

Annualized Three Year

Key Financial Factors Estimate Period
Working Capital $504
Existing Borrowing Capacity $1,200
EBITDA* $1,712 $5,137
Interest Expense* -$857 -$2,571
Capital Expenditures* -$562 -$1,686
Maryland Development** -$925

Cash Available Before Capital Mkt. Transactions $1,659
Capital Market Transactions*** -$1,050

Cash Available After Capital Mkt. Transactions $609

Source: HLT Advisory Inc. based on information from the Applicant's submission.

* Based on MGM 2013 10K adjusted for non-controlling interest.

** Estimated development cost for recently awarded facility in Maryland, (MGM

press release).

*** Total of $2.5 billion of capital market transactions to be completed over next
three years related to refinancing existing indebtedness. Assumes convertible
notes of $1.45 billion will be converted into equity without additional capital
required.
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Financial Strength: Introduction

Expectations of Applicant:
* Strong balance sheet (current ratio and net asset position).
* Reasonable levels of debt (debt/equity ratio).
* Positive operating results (capital asset turnover and return on investment).

Assessment Approach:

* Reviewed financial statements (where applicable) submitted by the Applicant
and performed financial ratio analysis to assess financial strength of
Applicant.
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Financial Strength: Definition of Ratios

Liquidity Ratios-Liquidity ratios are meant to provide information about an
organization’s ability to meet its short-term financial obligations. Liquidity ratios
are not meant to assess the long-term sustainability of an organization, moreover,
they are short-term in nature, defined within a one year time frame. In respect of
liquidity ratios we used the current ratio for our analysis.

Financial Leverage Ratios-Financial leverage ratios provide information about
an organization’s debt structure and its ability to repay long-term debt. In respect
of financial leverage ratio, we used a debt/equity ratio in our analysis.

Asset Turnover Ratios-Asset turnover ratios provide information about how
efficiently an organization is making use of its assets. The more times an
organization can turnover its assets (in terms of revenue) the greater the
productivity of the operation. In respect of asset turnover ratios we used the
capital asset turnover ratio in our analysis.

Profitability Ratios-Profitability ratios provide information about a company’s
ability to generate profits. In respect of our profitability ratios we utilized a return
on investment ("ROI”) ratio and a times interest earned ratio in our analysis.

m Draft for Internal Discussion 9
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Financial Strength: Ratio Analysis
MGM Resorts International (MGM) Analysis

MGM has a satisfactory current ratio at greater than 1.

MGM has a capital asset turnover ratio of 0.7 which is line with other publically
traded gaming companies with greater than $4 billion in capital assets.

MGM with a debt/equity ratio greater than 3 indicates they have a high proportion
of debt relative to equity. It should be noted they do have $1.4 billion in
convertible notes due in 2015. At this time the stock is trading at over 50% of
the conversion price. If the notes were converted today, the debt/equity ratio
would decrease to just above 2.

MGM has a return on investment level of 10% and a times interest earned ratio of
2.0. These two measures are satisfactory compared to a number of other
companies.
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Expected Project Return: Introduction

Expectations of Applicant:
 Earn a commercially reasonable return on investment.

Assessment Approach:

* Internal rate of return calculation based on Applicant submitted 15-year
EBITDA. In addition the internal rate of return was assessed under two
annual discount rates (4%-15%).

m Draft for Internal Discussion
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Expected Project Return: Applicant’s Internal Rate of
Return

Applicant’s expected project returns (15 years, length of license)

] ] ) ] . Internal rate of Return Calculation
Applicant’s financial projections show a healthy Spingfeld
financial return. Even applying a 15% discount  [esmos @wiion
rate to future earnings stream, the Applicant o Ry
projects a positive financial return, albeit below vear 3 $155.4

. . . . . Year 4 $159.6

that of similar sized companies profiled on page vears 51639
1 0 Year 6 $168.3
' Year 7 $172.8

Year 8 $177.0

Year 9 $181.2

Year 10 $185.7

Year 11 $190.2

Year 12 $194.8

Year 13 $199.5

Year 14 $204.3

Year 15 $209.3

Total EBITDA ($Million) $2,608.0

Average EBITDA ($Million) $173.9

Development Budget ($Million)* $800.0

Internal Rate of Return** 19.5%

Internal Rate of Return (4% discount rate)** 15.0%

Internal Rate of Return (15% discount rate)** 4.1%

Source: HLT Advisory Inc. based on Applicant's submission.

*Development budget does not contain $25 million working
capital.
**Calculation based on EBITDA, does not take into

consideration debt versus equity financing, provides for
terminal value at end of 15 years based on earnings multiple of

5.
m Draft for Internal Discussion
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Investment Plan: Introduction

The suitability of the proposed physical facility/complex plan to compete in the
market over the life of the license.

Key issues to investigate:
« Commitment to spend required capital.
« Timing of total development.

« Consistency between quality/scope of proposed facility and expected market
penetration and financial results.
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Required Capital: Introduction

Expectations of Applicant:

* Provide evidence that capital budget includes eligible capital expenses of at
least $500 million.

Assessment Approach:

* Reviewed Applicant’s submitted capital budgets and determined eligible and
ineligible expenses.

m Draft for Internal Discussion
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Required Capital: Development Budget

Category 1 Projected Development Budget

« MGM'’s total development budget is
$825 million.

HILIT

ADVISORY

Springfield/
MGM
Construction
Building - Casino $65,757,000
Building - Hotel $83,032,000
Building - Retail/Entertainment $48,072,000
Building - Other $40,830,000
Architectural and Engineering $22,000,000
Fit-Out - F&B/Retail/Apartment $55,469,000
Parking Garage $93,132,000

Total Construction

$408,292,000

FF&E
Gaming Equipment $82,000,000
Other FF&E $25,500,000
Total FF&E $107,500,000

Other Costs
License and Application Fee
Start-up Capital and Cage Cash
Financing Costs
Project Contingencies
Land
Pre-opening Expenses
Host Community Payment
Operating Supplies

$85,000,000
$25,000,000
$58,000,000
$24,425,000
$50,133,000
$30,000,000

$5,150,000
$31,500,000

Total Other Costs

$309,208,000

Total Budgeted Cost

$825,000,000

Source: HLT Advisory Inc. based on Applicant's

submission.
n/p- Not provided.

Draft for Internal Discussion
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Required Capital: Eligible Costs

« MGM'’s eligible capital cost is $515.8 million
which meets the $500 million requirement.

Category 1 Projected Development
Budget- Eligible Costs

Springfield/
MGM

Eligible Capital Costs
Construction

Building - Casino $65,757,000

Building - Hotel $83,032,000

Building - Retail/Entertainment $48,072,000

Building - Other $40,830,000

Architectural and Engineering $22,000,000

Fit-Out - F&B/Retail/Apartment $55,469,000

Parking Garage $93,132,000
Total Construction $408,292,000
FF&E

Gaming Equipment $82,000,000

Other FF&E $25,500,000
Total FF&E $107,500,000
Total Eligible Costs $515,792,000

Source: HLT Advisory Inc. based on Applicant's
submission and HLT's interpretation of eligible capital

costs.
n/p- Not provided.
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Required Capital: Ineligible Costs

« MGM'’s ineligible costs total $309.2

million. Category 1 Projected Development
Budget- Ineligible Costs
Springfield/
MGM
Total Eligible Costs $515,792,000

Ineligible Budgeted Costs

License and Application Fee $85,000,000
Start-up Capital and Cage Cash $25,000,000
Financing Costs $58,000,000
Project Contingencies $24,425,000
Land $50,133,000
Pre-opening Expenses $30,000,000
Host Community Payment $5,150,000
Operating Supplies $31,500,000
Total Ineligible Costs $309,208,000
Total Budgeted Cost $825,000,000

Source: HLT Advisory Inc. based on Applicant's

submission and HLT's interpretation of eligible capital
costs.
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Project Timeline: Introduction

Expectations of Applicant:

* Provided a reasonable development timeline for opening the permanent
facility.

Assessment Approach:

* Reviewed planned timelines. Note: Time to obtain necessary permits not
considered.
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Consistency with Financials: Introduction

Expectations of Applicant:

» Consistency between size and scope of facility and operating and financial
plans.

Assessment Approach:

* Reviewed capital budget and building renderings in connection with operating
and financial plans.

m Draft for Internal Discussion 9

ADVISORY Purposes Only















Consistency with Financials: Springfield/MGM

POTENTIAL BASEMENT EXISTING BUILDING BUILDING

Basement Level =
il OFFICES/BOH ABOVE ABOVE

« 141,197 sf back of ——
house (yellow).

* 41,619 sf dock area ROE ol

(brown). jmw ™ e [ ] [ THE
« Basement level of e = e
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Consistency with Financials: Springfield/MGM

Level 1

« 126,701 sf gaming
area (purple).

« 71,450 sf of food and
beverage and 22,000
sf bowling alley (red).

* 40,982 sf of retail
(orange).

» Level 1 of parking
garage containing
valet pick up/drop off
and bus drop off and

parking (grey).

% 1
\ .
N
)
\
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Consistency with Financials: Springfield/MGM

area & verical aren b veriCal area ¢ verical
n

» 45,859 sf of
convention space
(19,388 sf rentable
space) located above
the casino (light
orange).

* 45,000 sf cinema
(dark orange)
adjacent to parking
garage.

« 21,659 sf of
residential apartments
(dark pink). First level
of 64,800 sf, 4-storey
apartment building
(54 apartment
suites).
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Consistency with Financials: Springfield/MGM

Hotel (170,104 sf)

« 250 room "“four star” e
hotel located at west B o
corner of the complex . 15
(rooms range from HOTEL DATA

400 sf to 900 sf).

TYPICAL FLOOR PLAN
18" =10

e B
TYPICAL SUITE FLOOR PLAN
18" =10
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Consistency with Financials: Scope of Core Gaming
Facility Components

« Gaming square footage proposed at Proposed Facility Suitability
MGM is slightly greater than reguwed Springfeld MG
using square footage assumptions for Siot Machines 3.000
slot machines and table games. Table Games* 100
Gaming Positions 3,600

* Proposed F&B seats per position of

. . Slot Machine Square Footage** 90,000
057 are reasonable glven typlcal Table Machine Square Footage** 30,000
industry norms. Total Gaming Square Footage 120,000
° Proposed parking (On'Site) spaces per P_roposed Gam.ing Square Footage (sf) 126,701
pOSitiOn Of 1 07 are reasonable given Difference (Estimated vs. Proposed sf) 6,701
typical industry norms (1:1). There is ra Seais 2065
. .- .y t t .

also the availability of additional =i perTosTon
parking in the downtown area. Total Parking Spaces 3,853
Total Parking per Position 1.07

Source: HLT Advisory Inc. based on Applicant's submission and
HLT estimates.

* Assumes 6 positions per table game.
** Assumes 30 sf per slot machine and 300 sf per table game.
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Introduction

As part of the evaluation of Category 2 applications, HLT prepared a market
assessment that included revenue estimates for each the three proposed Category 2
sites as well as for all Category 1 resort casinos (one in each of the permitted

Regions). The complete market assessment was made public as part of the Category 2
application evaluation process.

The remainder of this report and appendices (under separate cover) summarize those
sections of the full market assessment that are applicable to the Category 1
applications. Components of the full market assessment that are not longer applicable
for Category 1 casinos and as such were removed, include:

« All No Competition Scenarios (i.e., Category 2 facilities before the introduction of
Category 1 casinos).

« Full Competition Scenarios (low and high market share estimates) for the two
unsuccessful Category 2 application sites.

* Full Competition Scenario Low for Plainville/Penn. Note: the market performance of
the Category 1 casinos in Regions A and B did not change and the market
performance estimate for Region C did not materially change under the low and
high market share estimates.

In addition, some wording was modified to reflect the focus on Category 1 casinos as
opposed to Category 2 casinos.

In order to assess the reasonableness of the Category 1 Applicants’ revenue
projections, a number of assumptions and estimates were made. These assumptions
and estimates are stated in the appropriate sections of this report.

m Draft for Internal Discussion 2
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Market Assessment: Introduction

Reasonableness of Applicants’ revenue projections given current and future
competitive marketplace. Category 1 casinos will have to generate visitation and
revenue from the broad regional market area that is currently being served by
casinos located in neighbouring states and that will also be served by a future
Category 2 casino located in Plainville, Massachusetts.

Key considerations:
 Size of expected market (as measured by Gross Gaming Revenue or "GGR")

« Individual facility’s gaming revenue projections and market share (after all
in-state casinos are developed)

An individual facility's gaming revenues (or market share) is dependant upon
both the overall size of the gaming market and competition. The size of gaming
markets is a function of the adult population (and its propensity to game) and
gaming supply available in the market. The size of a gaming market can be
stated in terms of GGR per adult (total GGR divided by adult population).
Competition is a function gaming supply (e.g. size and scope of facilities and
operating characteristics) available in the market.

m Draft for Internal Discussion
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Market Assessment: Methodology & Structure of
Report

To complete the assessment of all the Applicants’ gaming revenue projections, a
market assessment model was developed.

Key elements of the model include:
« Geographic extent of total market area (Market Area Extent)
« Total gaming dollars available in the defined market area (Size of Market)

« Market Shares After In-State Competition (awarded Category 2 site and one
Category 1 in each of the identified Regions)

Prior to summarizing the research that was undertaken to create the model and
the results of the various model runs that were completed, the Applicant’s
gaming revenue projections are presented.

A separate document (“Market Assessment: Appendices”) contains detailed
model result tables and research material related to size of market that are
summarized in this report.

m Draft for Internal Discussion 4

ADVISORY Purposes Only



Applicant’s Projections: Introduction

The Applicant’s projections are summarized on the following page. The
Applicant retained a third party consultant to undertake a market assessment.
The assessment was directly or indirectly used by the Applicant to arrive at its
projection estimates.

The projections summarized represent the base case scenario as contained in
the Applicant’s submission.

Note: The Applicant assumes a Category 1 casino was operational in each of
three designated Massachusetts casino regions and one Category 2 casino was
operational in Southeast Massachusetts.

m Draft for Internal Discussion

ADVISORY Purposes Only






Applicant’s Projections: Summary

« With all in-state competition, total projected GGR for the Category 1 casino
in Region B was estimated at $500 million.

— Springfield/MGM (Region B) - $500.0 million (Year 3)
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Market Area Extent: Introduction
Key factors in determining geographic extent of casino market areas are:

« Size and scope of casino facilities (including number of devices, non-
gaming amenities, operating characteristics and tax rate)

« Location of existing and future competitive facilities (including size and
scope of the same)

« Drive times (existing road networks) — assumed 90 minutes from “full-
service” casinos.

m Draft for Internal Discussion
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Size of Market: Introduction

The size of gaming markets is a function of the adult population (and its
propensity to game) and gaming supply available in the market. The size of a

gaming market can be stated in terms of GGR per adult (total GGR divided by
adult population).

Factors impacting size of market:
« Adult population in market area
Number of facilities
Number of gaming devices
Scope of gaming facilities (amenities)
Acceptance of gaming as a form of entertainment

To determine the size of the market, HLT reviewed the market assessment
report prepared by the State when it was considering introducing casinos (this

report did not include a Category 2 casino) and identified and assessed
comparable markets.

m Draft for Internal Discussion 13
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Size of Market: Spectrum 2010 Report Prepared for

State

Key Assumptions:

« Three resort casinos located
in the geographic centre of
the identified Massachusetts
Regions.

 Market area for each casino
based on a 2-hour drive
time.

« Given results and
assumptions of the
Spectrum 2010 Report, the
size of identified gaming
markets (excluding
incremental from hotel
rooms) ranges from $250 to
$350 GGR/adult, with an
average of $300/Adult for
the combined market area.

HILIT

ADVISORY

Win/Adult Estimates Based on Spectrum 2010 Report
Region 1 Region 2 Region 3 State

Primary Presentation (Moderate Case)

Adult Population 7,938,447 7,186,209 7,296,008 9,426,446

Total GGR Captured by State Casinos $496,700,731 $488,999,275 $373,365,810 $1,359,065,816

GGR/Adult Captured by State Casinos $63 $68 $51 $144

State Share of total 20.0% 20.0% 20.0% 47.6%
Estimated Total Market GGR/Adult $313 $340 $256 $303
Secondary Presentation (Moderate Case)

Adult Population 7,867,726 7,030,110 7,769,099 9,426,446

Total GGR Captured by State Casinos $492,275,818 $478,377,173 $397,575,793 $1,368,228,784

GGR/Adult Captured by State Casinos $63 $68 $51 $145

State Share of total 20.0% 20.0% 20.0% 48.1%
Estimated Total Market GGR/Adult $313 $340 $256 $302
Alternate Presentation (Moderate Case)

Adult Population 7,867,726 7,030,110 7,769,099 9,426,446

Total GGR Captured by State Casinos $989,474,395 $466,417,744 $411,490,946 $1,867,383,085

GGR/Adult Captured by State Casinos $126 $66 $53 $198

State Share of total 40.2% 19.5% 20.7% 65.2%
Estimated Total Market GGR/Adult $313 $340 $256 $304

Source: HLT Advisory Inc. based on Spectrum Gaming Group, Market Analysis, Gross Gaming Revenue
Projections: An Update (prepared for the Massachusetts Legislature), March 31, 2010 and HLT
assumptions.

Note: Spectrum refers to Region 1, Region 2 and Region 3. Region 1 is located in northeast
Massachusetts (currently known as Region A). Region 2 is located in southeast Massachusetts
(currently known as Region C) and Region 3 is central/western Massachusetts (currently known as
Region B).

Appendix A Contains a detailed summary of Spectrum
2010 Report.

Draft for Internal Discussion 14
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Size of Market: Comparison Markets

Key characteristics identified to determine comparable markets included:
« 3 to 5 main facilities
« Urban core and suburban locations
« Total market GGR~$1.0 billion

Comparison markets identified:
 Pittsburgh - Pennsylvania
« Philadelphia - Pennsylvania

For each comparison market identified, the current GGR per adult was
estimated. Factors that were assessed included:

« A market area was defined based on a typical drive time (up to 120 minutes)
and the location of competitive facilities.

» Total adult population.
« Gaming tax rates.

« Current performance of market area facilities (revenue by type of devices
and number of devices).

« Total market area gaming revenue trend (generated by market area
facilities).

m Draft for Internal Discussion 15
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Size of Market: Comparison Markets
Pittsburgh - Pennsylvania

generating currently total GGR of $919.1 million.

Market area adult population (21+) estimated at 2.7 million.
Five casino within market area (three in Pennsylvania and two in West Virginia)

If all GGR generated at the identified facilities originates from within the

defined market area, the Pittsburgh market has a captured GGR per adult rate
Pittsburgh Market Area GGR and GGR/Adult Estimates

of ~$350.

That said, a substantial portion
of the West Virginia casinos’
business likely originates from
Ohio (beyond the defined
Pittsburgh market area). If half
of West Virginia casinos’ GGR
originates outside the defined
market area, the Pittsburgh
market area has a captured
GGR per adult rate of ~$300.

GGR % GGR/
GGR Distribution Adult
Adult Population 2,651,862
Pennsylvania Casinos
Slot Win $524,184,895 57.0% $198
Table Win $105,273,685 11.5% $40
Subtotal Pennsylvania $629,458,580 68.5% $237
West Virginia Casinos
Slot Win $259,719,313 28.3% $98
Table Win $29,971,943 3.3% $11
Subtotal West Virginia $289,691,257 31.5% $109
Total Pittsburgh Market Area $919,149,837 100.0% $347

Source: HLT Advisory Inc. based on information from Pennsylvania Gaming Control Board,

West Virginia Lottery, US Census Bureau and HLT estimates.

Appendix B contains a detailed summary of
Pittsburgh market area analysis.
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Size of Market: Existing Market Area Competition
Existing Competitive Facilities - RI & CT

Category 1 & 2 casinos will have to compete with established Rhode Island and
Connecticut casinos for a share of the market.

e Twin Rivers (Rhode Island) has a market competitive advantage over the
Category 2 casino due to its size and scope of gaming offering (4,500 slot
machines and 66 table games), and smoking. Its gaming tax rate and
amenity offerings is similar to the Category 2 casino.

e Category 1 casinos on the other hand will have a competitive advantage over
Twin Rivers casino due to its greater range of non-gaming amenities and
lower tax rate.

e The Connecticut casinos have a market competitive advantage over the
Category 2 casino due to their size and scope of gaming offering (over 5,500
slot machines each and 300 table games each), their amenity facility
offerings (hotel rooms and meeting space, multiple food and beverage
outlets, and multiple entertainment facilities), their tax rate and smoking.

e The size and scope, amenities offering and tax rate (for slot gaming only) of
Category 1 casinos is very similar to Connecticut casinos (except for smoking
and no table gaming tax) and as such, Category 1 casinos should be able to
effectively compete with Connecticut casinos.
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Size of Market: Massachusetts Market Area
Potential GGR/Adult - Conclusions

e Based on the review of the Spectrum Report and identified comparison
markets, HLT believes that a GGR/adult level ranging between $300 and $350
is appropriate to estimate the size of the Massachusetts casino market.

e Connecticut and Rhode Island casinos currently penetrate the Massachusetts
market (estimated at ~$750 million) and will compete with Massachusetts
casinos in the future for a share of the market (in total, the broader regional
market will contain eight casinos when fully developed).

— Both Rhode Island and Connecticut casinos have significant competitive
advantages over the Category 2 casino.

— Category 1 casinos have a competitive advantage over Rhode Island
casinos and the Category 2 casino, and will be able to effectively compete
with Connecticut casinos.
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Market Shares: Introduction

The market performance of the proposed Category 1 facilities will be dependent

on:

Size and Scope of propose facility.

Operating environment compared to competitive casinos (e.g., number of and
type of gaming devices permitted including restrictions, tax rates, smoking
policy, amenity facilities and use of the same to drive visitation, etc.).

Proximity to competitive facilities.
Proximity to market area population.

Facility capacity constraints (e.g. number of permitted gaming devices,
parking, etc.).
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Market Shares: Full Competition
Region B (Springfield) — Market Shares Results

Sub-market areas have
been organized
(generally) by drive
times for illustration
purposes only.

HILIT

ADVISORY

Springfield (Region B) Category 1 Casino - Summary of GGR Estimates
Market At $300/ Blended GGR/ At $350/
Market Areas Shares Adult Adult Adult
Massachusetts South Central - Springfield 80.0% $104,408,400 $130,510,500 $121,809,800
Connecticut North Central 30.0% $66,092,940 $71,600,685 $77,108,430
Markets Within 0-30 Minutes $170,501,340 $202,111,185 $198,918,230
Worcester/Milford 25.0% $29,623,800 $32,092,450 $34,561,100
Massachusetts North Central 80.0% $26,854,080 $29,091,920 $31,329,760
Massachusetts West 80.0% $26,297,520 $24,106,060 $30,680,440
Connecticut East 5.0% $7,032,915 $8,791,144 $8,205,068
Connecticut West 10.0% $41,485,170 $38,028,073 $48,399,365
Markets Within 30-60 Minutes $131,293,485 $132,109,646 $153,175,733
Leominster 25.0% $11,258,550 $10,320,338 $13,134,975
Boston Suburbs - Northwest 15.0% $14,190,975 $13,008,394 $16,556,138
Boston Suburbs - Southwest 15.0% $8,451,000 $9,155,250 $9,859,500
Plainville 5.0% $1,542,450 $1,928,063 $1,799,525
Rhode Island North 5.0% $8,692,800 $10,866,000 $10,141,600
New Hampshire Southwest 20.0% $16,098,600 $14,757,050 $18,781,700
Markets Within 60-90 Minutes $60,234,375 $60,035,094 $70,273,438
Central Boston 5.0% $11,724,375 $14,655,469 $13,678,438
Central Boston - North 5.0% $5,798,625 $6,281,844 $6,765,063
Central Boston - South 5.0% $3,426,630 $3,712,183 $3,997,735
Rhode Island South 5.0% $2,839,665 $3,549,581 $3,312,943
Raynham 5.0% $2,169,870 $2,712,338 $2,531,515
Massachusetts Southwest 5.0% $4,762,275 $5,159,131 $5,555,988
Massachusetts Southeast 5.0% $3,459,285 $3,747,559 $4,035,833
Cape Cod 5.0% $2,915,850 $2,672,863 $3,401,825
Boston Suburbs - North 5.0% $7,598,640 $6,965,420 $8,865,080
Boston Suburbs - South 5.0% $2,690,055 $2,914,226 $3,138,398
New Hampshire East 5.0% $6,802,395 $6,235,529 $7,936,128
Markets Beyond 90-Minutes $54,187,665 $58,606,141 $63,218,943
Subtotal Market Area $416,216,865 $452,862,066 $485,586,343

Source: HLT Advisory Inc. estimates.
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Market Shares: Full Competition

Region A (Boston) — GGR Estimates

Sub-market areas have
been organized
(generally) by drive
times for illustration
purposes only.

HILIT
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Boston (Region A) Category 1 Casino - Summary of GGR Estimates
Market At $300/ Blended GGR/ At $350/
Market Areas Shares Adult Adult Adult
Central Boston 75.0% $175,865,625 $219,832,031 $205,176,563
Central Boston - North 75.0% $86,979,375 $94,227,656 $101,475,938
Central Boston - South 50.0% $34,266,300 $37,121,825 $39,977,350
Boston Suburbs - North 75.0% $113,979,600 $104,481,300 $132,976,200
Boston Suburbs - South 20.0% $10,760,220 $11,656,905 $12,553,590
Markets Within 0-30 Minutes $421,851,120 $467,319,718 $492,159,640
New Hampshire East 50.0% $68,023,950 $62,355,288 $79,361,275
Boston Suburbs - Northwest 45.0% $42,572,925 $39,025,181 $49,668,413
Boston Suburbs - Southwest 25.0% $14,085,000 $15,258,750 $16,432,500
Raynham 10.0% $4,339,740 $5,424,675 $5,063,030
Plainville 10.0% $3,084,900 $3,856,125 $3,599,050
Massachusetts Southwest 5.0% $4,762,275 $5,159,131 $5,555,988
Massachusetts Southeast 10.0% $6,918,570 $7,495,118 $8,071,665
Cape Cod 10.0% $5,831,700 $5,345,725 $6,803,650
Markets Within 30-60 Minutes $149,619,060 $143,919,993 $174,555,570
New Hampshire Southwest 35.0% $28,172,550 $25,824,838 $32,867,975
Leominster 35.0% $15,761,970 $14,448,473 $18,388,965
Worcester/Milford 25.0% $29,623,800 $32,092,450 $34,561,100
Rhode Island North 5.0% $8,692,800 $10,866,000 $10,141,600
Rhode Island South 5.0% $2,839,665 $3,549,581 $3,312,943
Markets Within 60-90 Minutes $85,090,785 $86,781,341 $99,272,583
Massachusetts North Central 5.0% $1,678,380 $1,818,245 $1,958,110
Massachusetts South Central - Springfield 5.0% $6,525,525 $8,156,906 $7,613,113
Massachusetts West 5.0% $1,643,595 $1,506,629 $1,917,528
Connecticut East 5.0% $7,032,915 $8,791,144 $8,205,068
Connecticut North Central 5.0% $11,015,490 $11,933,448 $12,851,405
Connecticut West 5.0% $20,742,585 $19,014,036 $24,199,683
Markets Beyond 90-Minutes $48,638,490 $51,220,408 $56,744,905
Subtotal Market Area $705,199,455 $749,241,459 $822,732,698

Source: HLT Advisory Inc. estimates.
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Market Shares: Full Competition
Region C (Taunton) - GGR Estimates

Sub-market areas have Taunton (Region C) Category 1 Casino - Summary of GGR Estimates
H Market At $300/ Blended GGR/ At $350/

bee n O rg a ni Zed Market Areas Shares Adult Adult Adult
1 Raynham 47.5% $20,613,765 $25,767,206 $24,049,393
(g enera l lY) by d rive Massachusetts Southwest 50.0% $47,622,750 $51,591,313 $55,559,875
times for illustration Markets Within 0-30 Minutes $68,236,515 $77,358,519 $79,609,268
Central Boston 5.0% $11,724,375 $14,655,469 $13,678,438
purposes on Iy Central Boston - North 5.0% $5,798,625 $6,281,844 $6,765,063
Central Boston - South 15.0% $10,279,890 $11,136,548 $11,993,205
Boston Suburbs - South 25.0% $13,450,275 $14,571,131 $15,691,988
Boston Suburbs - Southwest 20.0% $11,268,000 $12,207,000 $13,146,000
Plainville 20.0% $6,169,800 $7,712,250 $7,198,100
Massachusetts Southeast 60.0% $41,511,420 $44,970,705 $48,429,990
Cape Cod 60.0% $34,990,200 $32,074,350 $40,821,900
Rhode Island North 10.0% $17,385,600 $21,732,000 $20,283,200
Rhode Island South 10.0% $5,679,330 $7,099,163 $6,625,885
Markets Within 30-60 Minutes $158,257,515 $172,440,459 $184,633,768
Boston Suburbs - North 10.0% $15,197,280 $13,930,840 $17,730,160
Boston Suburbs - Northwest 15.0% $14,190,975 $13,008,394 $16,556,138
Leominster 15.0% $6,755,130 $6,192,203 $7,880,985
Worcester/Milford 15.0% $17,774,280 $19,255,470 $20,736,660
Connecticut East 5.0% $7,032,915 $8,791,144 $8,205,068
Markets Within 60-90 Minutes $60,950,580 $61,178,050 $71,109,010
New Hampshire East 10.0% $13,604,790 $12,471,058 $15,872,255
New Hampshire Southwest 5.0% $4,024,650 $3,689,263 $4,695,425
Massachusetts North Central 5.0% $1,678,380 $1,818,245 $1,958,110
Massachusetts South Central - Springfield 5.0% $6,525,525 $8,156,906 $7,613,113
Massachusetts West 5.0% $1,643,595 $1,506,629 $1,917,528
Connecticut North Central 5.0% $11,015,490 $11,933,448 $12,851,405
Connecticut West 5.0% $20,742,585 $19,014,036 $24,199,683
Markets Beyond 90-Minutes $59,235,015 $58,589,584 $69,107,518
Subtotal Market Area $346,679,625 $369,566,611 $404,459,563

Source: HLT Advisory Inc. estimates.
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Reasonableness of Applicant’s Revenue Projections
Introduction

To assess the reasonableness of the Applicant’s revenue projections, HLT focused
on the geographic source (i.e. market area) of expected revenues and compared
that to HLT's market assessment.

The source of the Applicant’s revenue was based on specific geographic market
area segments as highlighted in the Applicant’s third-party market assessment
report. The report defined a market area and identified other sources of gaming
revenues. These market areas did not align completely with the HLT defined
market area nor its defined sub-market areas. To compare the Applicant’s
revenue projections to HLT's market assessment, HLT used information contained
in the third-party market assessment report to estimate the portion of projected
gaming revenues (Year 3 as contained in the Applicant’s financials) that is likely
to be generated from within the HLT defined market area.

HLT's market assessment acknowledged that Category 1 casinos could generate
revenue from beyond the defined market area (termed “inflow”) but did not
provide estimates. The ability of each casino to generate inflow is based on the
location and amount of competition in the area beyond the defined market area
as well as casino specific targeted marketing programs.

m Draft for Internal Discussion 34

ADVISORY Purposes Only



Reasonableness of Applicant’s Revenue Projections
Springfield/MGM
MGM'’s casino will generate $436.7 million or 87.4% of its total revenue from

HLT's defined market area. This amount is similar to HLT's estimate under the
blended GGR/adult level.

- . Projected GGR for Springfield Category 1 Casino
In d d d Itl on 14 M G M ,S casino HLT Estimates vs. MGM Financial Projections
could also generate inflow of
b 62 9 . I I . MGM's Financial
abo Ut $ . mitiion or HLT Estimate Projection
12.6% of total revenue. Gaming Revenues by Areas At$300  Blended At $350 Year 3 % Dist.
HLT's Defined Market Area* $416.2 $452.9 $485.6 $436.7 87.4%
NOte: Whlle some Of the Other Sources of Revenue
A\ ” Outside HLT's Defined Market Area** n.a. n.a. n.a. $16.7 3.3%
_Other S_OU rces Of revenue MassMutuel Centre n.a. n.a. n.a. $4.2 0.8%
||ke|y W||| be generated by Hall of Fame n.a. n.a. n.a. $2.3 0.5%
. . Traffic Counts n.a. n.a. n.a. $11.8 2.4%
reS|dentS Of the deﬂned Tourist n.a. n.a. n.a. $6.7 1.3%
ma rket area I/ H LT h as Toxt?)lther Sources :Z :2 :Z :é;g 1‘21::2
assumed that these other
. Total GGR $416.2 $452.9 $485.6 $499.5 100.0%
sources represent inflow for
the purposes of this B ot s M s et
assessment. n.a.. Not available

* $436.7 million in GGR for Year 3 are estimated to come from within the defined HLT market area based on

information provided in MGM's third party market assessment and HLT estimates.

** Given the market area defined by Union Gaming, this area includes parts of New York and Vermont. In total
$16.4 million in GGR are estimated to come from this area - which is equal to 10% of the total GGR generated
from within regional market (i.e., 60-120 minutes drive time) based on Union Gaming market assessment.
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Reasonableness of Applicant’s Revenue Projections

Summary

« MGM'’s revenue projections are consistent with HLT’s market assessment.
Further, MGM'’s inflow estimates are reasonable and consistent with their
marketing program submitted (i.e., leverage existing visitation to the
Springfield area and New York State given Springfield’s location relative to
New York).
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Appendix A: Spectrum 2010 Report

In February 2008, Spectrum was retained by the Commonwealth of
Massachusetts to analyze the proposal to authorize three commercial
destination casino resorts in the State and to project its potential impacts. The
report was titled “"Comprehensive Analysis: Projecting and Preparing for
Potential Impact of Expanded Gaming on Commonwealth of Massachusetts”
and dated August 1, 2008 (“Spectrum 2008 Report”).

In 2010, Spectrum updated the original estimates prepared in 2008. The
updated report was titled “Market Analysis, Gross Gaming Revenue Projections:
An Update” and dated March 31, 2010 ("Spectrum 2010 Report”).

It should be noted, that Spectrum did not consider the introduction of a
Category 2 (slots only) facility in the State in both of their reports.

The following pages provide a summary of the Spectrum 2010 Report.
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Appendix A: Spectrum 2010 Report
Assumptions

 Three resort casinos, each located in the geographic centre of the three
designated regions.

Note: Spectrum refers to Region 1, Region 2 and Region 3. Region 1 is
located in northeast Massachusetts (currently known as Region A). Region
2 is located in southeast Massachusetts (currently known as Region C) and
Region 3 is central/western Massachusetts (currently known as Region B).

 Market area based on a 2-hour drive time from each resort casino location.
Market area population calculated based on both counties and zip codes.

* Three year projections for each resort casino:
— Opening Year One (2014)
— Ramp-up Year Two (2015)
— Stabilized Year Three (2016)

* Report contains three sets of projections/presentations (i.e., Primary,
Secondary and Alternate Presentation). Each set contains projections
under a slow, a moderate and a high case.
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Appendix A: Spectrum 2010 Report
Assumptions

* Each set of projections/presentations can be summarized as follows:
1. Primary Presentation assumes the following:

— Two-hour drive time population estimates based on county level
geography.

— Year three (stabilized year) — each facility will capture 20.0% of total
visits generated from market area.

— Each casino with 3,000 slots, 100 tables, 40 poker tables and 2,000-
room hotel.

2. Secondary Presentation assumes the following:

— Two-hour drive time population estimates based on zip code level
geography.

— Year three (stabilized year) — each facility will capture 20.0% of total
visits generated from market area.

— Each casino with 3,000 slots, 100 tables, 40 poker tables and 2,000-
room hotel.
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Appendix A: Spectrum 2010 Report
Assumptions

3. Alternate Presentation assumes the following:

Two-hour drive time population estimates based on zip code level
geography.

Region 1 casino with 5,000 slots, 160 tables, 70 poker tables and 2,000-
room hotel.

Region 2 and 3 casinos with 2,500 slots, 100 tables, 40 poker tables and
1,500-room hotel.

Year three (stabilized year) - each facility’s share of total market
visitation based on Spectrum’s gravity model:

* Region 1 (Boston) = 40.2%
* Region 2 = 19.5%
* Region 3 = 20.7%
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Appendix A: Spectrum 2010 Report
Assumptions

 Key revenue modeling assumptions:

Adult population: 73.2% of total population (US Census Bureau)
Gaming Incidence Rate: 28.0% (Harrah’s National Survey)
Avg. Annual Trips: 6.7 (Harrah’s National Survey)

Region’s Share of Visits: 20.0% for each region for primary and secondary
projections. Alternative projection estimated at 40.2% for Region 1,
19.5% for Region 2 and 20.7% for Region 3

Gaming Value of Visits: $150 (based on Atlantic City Model), but adjusted
by region and future inflation

Gross Slot Win: 68.1% of total GGR (Atlantic City Average)
Gross Table Win: 29.9% of total GGR (Atlantic City Average)
Gross Poker Win: 2.0% of total GGR (Atlantic City Average)
Tax Rate: 27.0% of GGR after $100,000 minimum
Incremental GGR from hotel estimated based on:

* Casino to capture 36.0% of total hotel visitors

* Each captured visitor to spend 2.5 times the amount of gaming
value/visit
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Appendix B: Comparison Markets
Pittsburgh - Captured GGR/Adult Estimate

If we assumed all GGR generated at the identified facilities originates from within
the defined market area (~90 minute drive-time from Pittsburgh urban core),
the Pittsburgh market has a captured GGR per adult rate of ~$350. That said, a
substantial portion of the West Virginia casinos’ business likely originates from
Ohio (beyond the defined Pittsburgh market area).

If we assumed that half
of West Virginia casinos’
GGR originates outside
the defined market area,
the Pittsburgh market
area has a captured GGR
per adult rate of ~$300.

HILIT
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Pittsburgh Market Area GGR and GGR/Adult Estimates
GGR % GGR/
GGR Distribution Adult
Adult Population 2,651,862
Pennsylvania Casinos
Slot Win $524,184,895 57.0% $198
Table Win $105,273,685 11.5% $40
Subtotal Pennsylvania $629,458,580 68.5% $237
West Virginia Casinos
Slot Win $259,719,313 28.3% $98
Table Win $29,971,943 3.3% $11
Subtotal West Virginia $289,691,257 31.5% $109
Total Pittsburgh Market Area $919,149,837 100.0% $347

Source: HLT Advisory Inc. based on information from Pennsylvania Gaming Control Board,

West Virginia Lottery, US Census Bureau and HLT estimates.

Draft for Internal Discussion
Purposes Only

17









Appendix B: Comparison Markets
Philadelphia

Pittsburgh Market Area Population by County Po pu lation and Gami ng Su DD'V
Gamer Gamer
Total Population  Population % . .
State County population 21+ of Total « Market Area Adult Population (21+) estimated
Pennsylvania Bucks 627,053 465,150 74% HTH
Pennsylvania Chester 506,575 361,632 1% at 4 " 6 mi l I on.
Pennsylvania Delaware 561,098 403,686 72%
Pennsylvania Montgomery 808,460 597,409 74% ° 1 H H I H
Pennsylvania Philadelphia 1,547,607 1,112,813 72% Flve casino _Wlthln mar!(et area (four In
Subtotal Pennsylvania 4,050,793 2,940,690 73% Pennsylvania and one in Delaware).
Delaware New Castle 546,076 391,477 72% A
Subtotal Delaware 546,076 391,477 72% « Total current GGR $1.3 billion.
New Jersey Burlington 451,336 332,574 74% Philadelphia Market Area
New Jersey Camden 513,539 370,772 2% Existing Casino Facilities
New Jersey Gloucester 289,586 209,074 2% Current Performance* Number of Devices
New Jersey Mercer 368,303 266,737 72%| | Casinos Slots Tables Total Slots  Tables
New Jersey Salem 65,774 48,250 73%| | Pennsylvania Casinos
Subtotal New Jersey 1,688,538 1,227,406 73%| | Parx Casino $373,491,166  $116,073,435  $489,564,601 3,361 166
- - — Harrah's Philadelphia $240,437,437 $78,189,710  $318,627,148 2,805 126
Total Philadelphia 6,285,407 4,559,573 73%| |  SugarHouse Casino $183,028,836  $84,520,980 $267,549,816 1,604 58
— . . . Valley Forge Casino Resort $60,068,946 $32,515,263 $92,584,209 600 50
Subtotal $857.026.385  $311.299.389 $1.168.325.773 8370 400
Delaware Casinos
Delaware Park $148,339,200 $29,066,199  $177,405,399 2,298 45
Subtotal $148,339,200 $29,066,199  $177,405,399 2,298 45
Total Philadelphia $1,005,365,585  $340,365,588 $1,345,731,172 10,668 445

* Twelve months ending September 2013.
Source: HLT Advisory Inc. based on the Pennsylvania Gaming Control Board and Delaware Lottery monthly reports.
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Appendix B: Comparison Markets
Philadelphia - Captured GGR/Adult Estimate

If we assume all GGR generated at identified facilities originates from within the
defined market area (~60 minute drive-time from Philadelphia urban core), the
Philadelphia market area has a captured GGR per adult rate of ~$300.

Philadelphia Market Area GGR and GGR/Adult Estimates
GGR % GGR/
GGR Distribution Adult
Adult Population 4,559,573
Pennsylvania Casinos
Slot Win $857,026,385 63.7% $188
Table Win $311,299,389 23.1% $68
Subtotal Pennsylvania $1,168,325,773 86.8% $256
Delaware Casinos
Slot Win $148,339,200 11.0% $33
Table Win $29,066,199 2.2% $6
Subtotal Delaware $177,405,399 13.2% $39
Total Philadelphia Market Area $1,345,731,172 100.0% $295

Source: HLT Advisory Inc. based on information from Pennsylvania Gaming

Control Board, Delaware Lottery, US Census Bureau and HLT estimates.
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Operations Plan: Introduction

Reasonableness of the Applicant’s operating plan given the current and likely
future gaming environment in Massachusetts.

Key issues to investigate:
« Applicant’s understanding of internal controls.

« Consistency of business plan with a “resort casino” and to financial
projections.

« Applicant’s financial projections are consistent with their business plans.
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Internal Controls: Introduction

Expectations of Applicant:

« Demonstrates understanding of the importance of a strong internal control
environment.

* Experience working in a regulated environment.

Assessment Approach:

* Reviewed submitted internal control manuals and history of experience with
other gaming regulators.
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Internal Controls: Applicants’ Experience

* The internal control standards and extent of regulatory oversight have an
impact on operating costs (of both the licensee and the commission).

* Massachusetts internal controls are yet to be established.
* MGM operates in 4 jurisdictions (Nevada, Mississippi, Michigan and Macau).
* MGM stated/provided in their submission:

» Cited Nevada as “"benchmark” for regulation development in
Massachusetts.

* Provided draft internal control standards proposed for Massachusetts
specific to slots, table games, Cage and Credit and Currency Transaction
Reporting.

* Provided security and surveillance standards and role of both internal
and external auditors to ensure strong control environment.

* Publically traded organization.

« MGM has extensive experience in ensuring a strong control environment.
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Consistency of Business Plan: Introduction

Expectations of Applicant:

* Business plan is consistent with a regional casino and demonstrates
connection to financial projections.

Assessment Approach:

* Reviewed and assessed key components of the business plan to assess
Applicant’s understanding of a regional casino market/operating strategies.
These key components are:

 Slot product plan

e Table games product plan
* Food and beverage plan

e Hotel plan

* Retail/other plan

e Parking plan

* Marketing plan
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Consistency of Business Plan: Table Product Plan

A table game product plan is a fundamental
component of a gaming facility's operations.
Key elements would typically include number
and types of tables games.

« MGM has provided VIP space to accommodate
17-20 games (based on 250 to 300 sf per
table).

« MGM projected a win/unit/day that is in the
range that would be expected for a North
American regional casino.

« MGM proposed a reasonable table product
plan. Aspects of the plan summarized in the
adjacent table are in line with expectations of
a North American regional casino.
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Category 1 - Resort Casinos
Table Product
Springfield/
MGM

Table Game Mix
Blackjack 3
Baccarat
Mini-Baccarat
Roulette 1
Craps
Big Six
Spanish 21
Pai Gow
Carribean Stud
3-Card/4-Card Poker
Poker

N OUOONEFEOOOWWO

N
[620¢) ]

Total 100
VIP Room
Square Footage 5,100
Tables n/p

Table Win (Excluding Poker) $89,549,853

Poker Win $7,740,147
Win/Unit/Day (Excluding Poker) $3,271
Win/Unit/Day (Poker) $848
Table Hold % 19.3%
% Rated Play 74%

Source: HLT Advisory Inc. based on Applicant's

submission.
n/p- Not provided.




Consistency of Business Plan: Comparables

« MGM Grand Detroit’'s and Mohegan

Sun Connecticut’s slot Win/unit/day Win per Unit per Day - Comparable Properties
are approximately $300. Mohegan Sun
. Connecticut MGM Detroit*
« MGM Grand Detroit’'s and Mohegan Slot Revenue $615,767,898  $437,976,000
Sun Connecticut’s table Win/unit/day Table Revenue $265,464,383 $83,424,000
range from ~$2,200-~$2,500.
s . . Slots 5,559 4,000
« MGM's proposed slot win/unit/day Tables 330 %0
and table win/unit/day are above o
. . ; Slot Win/Unit/Day $303 $300
Detroit and Mohegan but are in line Table Win/Unit/Day $2. 204 $2 540
with expectations of a North _
. . . . Source: HLT Advisory Inc. based on company annual reports,
Amerlcan reglonal casino. H Igher Michigan Gaming Control Board data and HLT estimates.
win per unit levels are ||ke|y due to *Assumes MGM Detroit slot and table win distribution is
. consistent with the Detroit market (84% slot win and 16% table
lower number of units proposed win),
(3,000 slot machines and 100
tables).

m Draft for Internal Discussion
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Consistency of Business Plan: Food and Beverage

(F&B) Plan

* MGM provided a detailed food and
beverage plan which included
appropriately themed restaurants.
Total 2,065 food seats.

* Size and scope of food and beverage
offerings are in line with
expectations of a North American
regional casino.

HILIT

ADVISORY

Category 1 - Resort Casino
Food and Beverage Plan

Theme

E&B Outlet 2
Name

Number of Seats
Theme

F&B Outlet 3
Name

Number of Seats
Theme

F&B Outlet 4
Name

Number of Seats
Theme

F&B Outlet 5
Name
Number of Seats

Theme

Name

Number of Seats

Theme

Other F&B Outlets

Springfield/
MGM*
F&B Outlet 1
Name Emporium
Number of Seats 619

Market-style Buffet

Tagliata
172
Italian Steakhouse

Belly Q2 Pan-Asian Food
Lounge
265
Pan-Asian dining

TAP Sports Bar
291
Sports bar

The Armory
397
Contemporary Dining and
Entertainment

Roasting Plant, Frigo's Deli,
B.Good Burgers
322

Coffee Bar, Deli, Fast Food

Source: HLT Advisory Inc. based on Applicant's submission.
* F&B seats estimated using building square footage and total

seats provided.

n/p- Not provided

Draft for Internal Discussion
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Consistency of Business Plan: Food and Beverage
(F&B) Plan

« MGM has provided a reasonable food and beverage plan given the
number of patrons expected (8 million) and use of food and beverage
as a driver of gaming revenue with 60% being comped.

« MGM plans to own and operate all food and beverage outlets.

Category 1 - Resort Casino Category 1 - Resort Casino
Food and Beverage Financial Information Food and Beverage Analysis
Springfield/ Springfield/
MGM MGM

Total Gaming Revenue $499,521,301 Food and Bewerage Outlets

F&B Revenue $88,439,123 Number of Food Outlets 8
Number of Seats 2,065

F&B Rewenue as % of Gaming Revenue 18% Number of Cowvers in Outlets 2,559,188
Number of Patrons 8,124,278

F&B Payroll $44,499,099 Cowers as % of Patrons 31.5%

Promotional Allowances F&B $52,602,757 Average Cowvers $20.21

F&B Cost of Sales $25,432,316 Cowers per day 7,011
Estimated turns per day 3.40

F&B Payoll as % of F&B Rewvenue 50.3% Food Revenue* $51,713,775

Percent of F&B Revenue Comped 59.5%

F&B Cost of Sales Margin 28.8% Bar Revenue* $31,689,716
Bar Revenue per Patron $3.90

Source: HLT Advisory Inc. based on Applicant's submission. ’ . —
Source: HLT Advisory Inc. based on Applicant's submission.

*As submitted in financial template. Does notinclude room
service and banquet F&B revenue.

m Draft for Internal Discussion
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* MGM’s hotel plan is in line with
expectations of a North American
regional casino.

MGM is proposing to use the hotel for
marketing purposes (48% of hotel
revenue will be "comped” to casino
customers). In addition they state
they plan on using the hotel for
convention visitors (30% of total
room inventory).

MGM states they do not believe the
250 room hotel will be sufficient to
meet demand in peak periods. They
are proposing to contract out an
additional 4,800 room nights annually
from neighboring hotels which
presently run at 55% occupancy.

Consistency of Business Plan: Hotel Plan

Category 1 - Resort Casino

Hotel Analysis
Springfield/
MGM
Number of Rooms 250
Occupancy % 92.3%
Average Daily Rate $186
ReWAR $172
Hotel Revenue $15,685,961
% Hotel Rooms Comped 48.2%

Source: HLT Advisory Inc. based on

Applicant's submission.

HILIT

ADVISORY
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Consistency of Business Plan: Parking Plan

* The general “rule of thumb” for a

gaming facility is one parking space Category 1 - Resort Casino
per gaming position (1:1 ratio). MGM Parking Analysis N
g . . pringfie
provided a parking space per gaming MGM
pOSition ratiO Of 1 07 Annual Number of Patrons* 8,124,278
. Average Number of Patrons per Day 22,258
* MGM intends to have employees park  |o amiing by vehicie 85%
on the top Ievel Of the parking garage Average Number of Patrons Arriving by Vehicle per Day 18,920
. . ! Number of Patrons per Vehicle** 15
but have indicated they can secure Number of Patron Vehicles 12,613
H . H Employee Vehicles per Day 750
offsite parking if necessary. Totel Vehicles per Day 3308
* MGM intends to offer the pal‘king Number of Parking Spaces 3,853
garage free of charge. This strategy is |NumPerof Tums per Day™ 33
in alignment W|th Other gaming Source: HLT Advisory Inc. based on Applicant's submission.

facilities in the market where parking  [Iiciilihins

is offered free of charge.

** HLT estimates.

*** Total vehicles per day / number of parking spaces.

« MGM’s parking plan is consistent with
the urban integration design of the
project (specific to Springfield).

HILIT

ADVISORY
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Consistency of Business Plan: Marketing Plan

Marketing Strategies

Market Focus and Marketing Activities

Springfield MGM

Marketing Strategies

In-State

Out of State (cross
marketing)

Entertainment

Sports (cross marketing)

Local Partners (cross
marketing)

Food and Beverage

.

Leveraging M Life loyalty program.

Cross-marketing (other MGM resorts and other venues).
Collaborating with local and regional tourism agencies.
Sponsoring and promoting regional events.

Partnering with local and regional bus operators.

Marketing initiatives are heavily weighted towards "M Life"
database.

Other out-of-state initiatives include: leveraging MGM brand, cross-
marketing with existing MGM resorts, collaboration with local
tourism, CVBs, MassMutual Center, local entertainment venues
and attractions, sponsoring and promoting regional special events,
and leveraging transportation.

MGM intends to drive business to downtown Springfield through
partnership with entertainment venues (MassMutual Center,
Symphony Hall/CityStage). Events such as: concerts, ice skating,
sporting events, festivals, farmers markets, craft fairs, headliner
entertainment.

Sports - College Basketball at MassMutual, Springfield Armor,
"Express Comps" to Boston professional sports, Museum
Quadrangle/Basketball Hall of Fame, "Express Comps" to golf.
Entertainment - MassMutual, Symphony Hall/CityStage, MPAC,
Six Flags.

Sports - college basketball at MassMutual, Springfield Armor,
"Express Comps" to Boston professional sports, Museum
Quadrangle/Basketball Hall of Fame, "Express Comps" to outside
organizations.

Conwention/Meetings - MassMutual Center (joint marketing/sales
programs).

Believe they will have to outsource 4,800 room nights to local
hotels.

F&B comps are provided to M Life members. MGM will partner
with local partners with respect to farmers market and festival
events.

Loyalty Program

Marketing Activities
Springfield MGM

Name

Existing Customer Base

Tier Levels

Points Redeemable for

GGR from Cardholders

Return to Customer Cost of
Loyalty Program
Other Marketing Activities

Direct Mail Program

Advertising Plan

M Life.

60+ million worldwide (430k members within 100 miles of
Springfield).

5 levels (Sapphire, Pearl, Gold, Platinum, NOIR).

Free play, discounts on rooms, shows and participating retail
shops, presale tickets to events, concerts and fights, discounts on
"Express Comps", priority hotel check-in, valet, taxi senice,
complimentary limo senice, guaranteed hotel, show, restaurant
resenvations, access to exclusive online offers from "M Life".

~75%

~4%-8% dependent on whether redeemed for free play or express
comps.

M Life customers in the Midwest, Northeast, Southeast and
Eastern Canada along with the 430k members within 100 miles of
Springfield.

Planned use of a variety of advertising methods to non-M Life
customers - digital, print, radio, direct mail, billboards, email,
attendance at consumer travel shows.

Affiliate marketing (300+ websites), travel trade advertising, mobile
apps (SMS, QR Code Program), online media, search engine
optimization, social media, collaboration with tourism agencies.

Source: HLT Advisory Inc. based on Applicant's submission.

Source: HLT Advisory Inc. based on Applicant's submission.
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Consistency of Business Plan: Marketing Plan

Marketing Activities (cont'd)
Springfield/ MGM
Junkets » "Currently, we have not targeted junket operators for MGM
Springfield." While MGM made this statement in narrative, they did
provide junkets data (see page 16).
Bus Program » 3k buses, 90% of which consist of day trips.
» 130k annual patrons, 80% from out of state.
* $11m in annual gaming revenue.
+ Taget cities include Hartford CT, Syracuse NY, Providence RI,
Boston MA, Albany NY, Brattleboro VT, Worcester MA.

Promotions Strategy + Slot and table games events.

» Poker tournaments.

+ Giveaways.

» Exclusive marketing deals with local sports teams, colleges, and
entertainment venues.

Public Relations » Ongoing media coverage, on-site media center, employ PR firm(s)
for media relations strategy, collaboration with Greater Springfield
Convention and Visitors Bureau, collaborate with local partners
(e.g., MassMutual, Basketball Hall of Fame), media fam trips each
year, red carpet events.

Grand Opening + Multi-day itinerary, media outlets from hospitality, travel, trade,
entertainment etc., collaborate with Greater Springfield
Conwventions and Visitors Bureau to serve as media hosts, partner
with local attractions to showcase Springfield, press conference,
fireworks, red carpet, celebrity appearances.

Source: HLT Advisory Inc. based on Applicant's submission.
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Financial Projections: Marketing

* The adjacent table provides a Marketing Expense Summary
. . Springfield/
summary of MGM Sprindfield MGM
marketing costs. These cost are e venie 300,334,595
in alignment with the marketing
. Promotional Allowances
and bUSIneSS plan pLIt forth by Food and Beverage $52,602,757
i Hotel $7,563,418
the Appllcant' Other $5,454,728
Total Promotional Allowances $65,620,904
as % of total gaming revenue 13%
Marketing
Advertising/Sponsorship $13,883,915
External "Comps" $1,060,294
Promotions $1,388,392
Special Events $1,666,070
Bus/Junket Subsidies $2,776,783
Other Marketing $1,295,646
Total Marketing $22,071,100
as % of total gaming revenue 4%

Source: HLT Advisory Inc. based on Applicant's

submission.

m Draft for Internal Discussion
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Consistency of Business Plan:
Marketing Plan — Summary

Springfield/MGM

« MGM’s marketing approach is consistent with that which would be employed
by a typical North American regional casino operator with the added value of
accessing M-Life database customers (60 million worldwide and 430k within
100 miles of Springfield).

* MGM has extensive operating experience in casinos of all size and scope and
have referenced their experience in significant regional markets (i.e. Detroit
and Mississippi) as the basis for their marketing plan in Springfield.

* Well established, recognized worldwide brand, with significant “bench-
strength” in developing marketing programs.

* To provide bus (line and charter), air (through junkets) and rail (through
Amtrak) transportation programs.

* Marketing expenditures (financial projections) are consistent with the
proposed marketing plan.

m Draft for Internal Discussion 18
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Financial Projections: Introduction

Expectations of Applicant:

* Financial projections and related key performance indicators are consistent
with their business plans.

Assessment Approach:

* Reviewed the Applicant’s budgets and financial projections to ensure they
reflect the operational plans and programs provided throughout the
responses of the Application and they are consistent with a resort casino and

other industry benchmarks.

Note: All financial projections presented in this section are for Year 3 of
operations (assumed to be stabilized year of operations).

m Draft for Internal Discussion 19
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Financial Projections: Operating Statement

* MGM projects $627 million in total

revenue ($500 million gaming revenue).

* Payroll as percent of total revenue equals

22%.

* Marketing costs (excluding free play and
promotional allowances) equals 4% of

gaming revenue.

* EBITDA as percent of gaming revenue

equals 31%.

ADVISORY

Category 1 - Resort Casinos
Casino Complex Projected Income Statements

Springfield/
MGM

Gaming Revenue
Non-Gaming Revenue

$499,521,301
$127,158,724

Total Revenue

$626,680,025

Less: Promotional Allowances

$65,620,904

Net Revenue

$561,059,121

Payroll (Inclusive of Benefit Costs)
Marketing
Other Expenses

$134,770,474
$22,071,100
$120,694,556

Total Expenses

$277,536,130

Payroll as % of Total Revenue
Marketing as % of Gaming Revenue

22%
4%

EBITDA before undernoted

$283,522,991

Gaming Taxes

$128,072,682

EBITDA

$155,450,309|

EBITDA as % of Gaming Revenue

31%

Interest $36,142,540
Deprecitation $43,160,632
Net Income before Income Taxes $76,147,137

Purposes Only

Source: HLT Advisory Inc. based on Applicant's submission.
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Financial Projections: Operating Revenue

MGM's revenue projections are in line with a
typical North American regional casino and are
consistent with business plans submitted:

* MGM projects total complex revenue of $627
million, $500 million (80%) of which consists
of gaming revenue. Slots account for the
majority of total gaming revenue (~80%).

* MGM's non-gaming revenue primarily consists
of Food and Beverage revenue (70%). 52%
of the non-gaming revenue will be “comped”

to gaming customers.

* Food and Beverage revenue as a % of gaming
revenue is 17.7%. Of this revenue, 59% will

be comped.

HILIT

ADVISORY

Category 1 - Resort Casinos
Casino Complex Projected Revenue

Springfield/
MGM
Gaming Revenues
Table Games Win $97,290,000
Gross Slot Win $462,565,996
Free Play $60,334,695
Net Slot Win $402,231,301

Total Gaming Revenue

$499,521,301

Non-Gaming Revenue

Food and Bewerage $88,439,123
Hotel Revenue $15,685,961
Entertainment Revenue $6,083,336
Convention/Meeting Space Revenue $0
Retail Revenue $4,654,388
Other Non-Gaming $2,468,900
Other Income $9,827,015

Total Non-Gaming Revenue

$127,158,724

Gross Revenue

$626,680,025

Promotional Allowances

Food and Bewerage -$52,602,757
Hotel -$7,563,418
Entertainment $0
Other -$5,454,728
Total Promotional Allowances -$65,620,904

Net Revenue

$561,059,121

Source: HLT Advisory Inc. based on Applicant's

submission.
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Financial Projections: Operating Revenue

* MGM’s non-gaming revenue as a percent of gaming revenue projection of 25.5% is in
line with other North American regional casinos such as Mohegan Sun casinos and OLG

resort casinos.

HILIT

ADVISORY

Non-Gaming Revenue - Ratios

Comparables

Mohegan Tribal

Springfield/ Gaming OLG Resort
MGM Authority* Casinos**

F&B Revenue as % of Gaming Revenue 17.7% 7.2% 10.0%
Hotel Revenue as % of Gaming Revenue 3.1% 3.4% 4.0%
Entertainment, Retail, and Other Revenue as % of

Gaming Revenue 4.6% 10.0% 6.0%
Total Non-Gaming Revenue as % of Gaming Revenue 25.5% 20.6% 20.0%
For the year ended 30-Sep-13 31-Mar-11

Source: HLT Advisory Inc. based on Applicant's submission, publically available financial data, and HLT esti

*Mohegan Sun Connecticut has a number of third party restaurant operations.

**QOLG Resort Casinos include Fallsview Casino, Casino Niagara, Casino Rama and Casino Windsor.
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Financial Projections: Payroll Ratios

« The adjacent table shows
departmental payroll costs as a

Gaming Payroll - Ratios

percentage of the relevant revenue
volume indicator.

 The percentages on the adjacent table

are in line with HLT expectations of a
North American regional casino.

Springfield/
MGM
Slots as % of Slot Revenue 2.4%
Table as % of Table Revenue 24.5%
Security as % of Gaming Revenue 1.6%
Surweillance as % of Gaming Revenue 0.3%
Cage as % of Gaming Revenue 1.4%
Casino Operations as % of Gaming Revenue 10.1%

Source: HLT Advisory Inc. based on Applicant's submission.

Other Payroll - Ratios

Springfield/
MGM
F&B as % of F&B Rewvenue 50.3%
Hotel as % of Hotel Revenue 28.6%
Marketing as % of Gaming Revenue 0.6%
Other Non-Gaming as % of Gaming Revenue 1.4%
Administration as % of Gaming Revenue 2.8%
Facilities as % of Gaming Revenue 2.2%

Source: HLT Advisory Inc. based on Applicant's submission.

Total Payroll - Ratios

Springfield/
MGM
Total Payroll as % of Gaming Revenue 27.0%
Total Payroll as % of Total Revenue 21.5%

Source: HLT Advisory Inc. based on Applicant's submission.
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Financial Projections: Other Expenses

« MGM provided additional
expense amounts totaling $71
million, the largest being the
community payments/local
taxes ($27 million).

« Other expenses include human
resources, apartment
expenses, spa expenses,
bowling/movie expenses, and
other miscellaneous expenses.

HILIT

ADVISORY

Other Expenses Summary

Springfield/ MGM
Insurance $3,841,871
Property Taxes/Host Agreement Payments $27,131,520
Professional Fees $5,021,088
Repairs and Maintenance $4,371,500
Utilities $8,601,152
Supplies $2,530,792
Other Expenses $19,508,250
Total Other Expenses $71,006,172
as % of Gaming Revenue 14.2%

Source: HLT Advisory Inc. based on Applicant's submission.
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