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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

In this Annud Report, "Sun Internationd”, "SIHL" or "the Company" refers to Sun International Hotels
Limited, and the terms "we", "us", "our" and Smilar terms refer to Sun Internationd and any or dl of its
subsdiaries and joint ventures as the context requires.

In compiling the information in this Annua Report, we have used industry data and projections obtained
from industry surveys, market research, publicly available information and industry publications. Industry
publications generdly sate that theinformation they contain hasbeen obtained from sources believed to be
reliable but that the accuracy and completeness of such information is not guaranteed and that the
projections they contain are based on a number of sgnificant assumptions. We have not independently
verified this data or determined the reasonableness of such assumptions. We have dso indicated where
information has come from internal sources. Such information reflects our management's best estimates
based upon information obtained from our customers and from trade and busi ness organizations and other
contacts within the businesses in which we compete.

Our fiscd year ends on December 31. Unless otherwise specified, al referencesin this Annua Report to
our fisca year refer to atwelve-month period ending December 31. For example, theyear 2001 represents
the fiscal year beginning on January 1, 2001 and ending on December 31, 2001.

The financid statements contained in this Annua Report have been prepared in accordance with U.S.
generaly accepted accounting principles ("GAAP"). Wehave higoricaly compiled our financid statements
in U.S. dollars.



FORWARD-LOOKING STATEMENTS

Certain information included in this Annua Report filing contains forward-1ooking statements, within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934. These forward-looking statements are based on current expectations, etimates,
projections, management's beliefs and assumptions made by management. Words such as "expects’,

"anticipates’, "intends’, "plans’, "believes’, "edimates’ and variations of such wordsand smilar expressons
are intended to identify such forward-looking satements. Such statementsinclude information relating to
plans for future expansion and other business development activities as well as other capita spending,

financing sources and the effects of regulation (including gaming and tax regulation) and competition. Such
forward-looking information involves important risks and uncertainties that could sgnificantly affect

anticipated results in the future and accordingly, actud results may differ from those expressed in any

forward-looking statements made in this Annua Report. Theserisks and uncertaintiesinclude, but are not
limited to, those rdating to devel opment and congtruction activities, dependence on existing management,
leverage and debt service (including sengitivity to fluctuations in interest rates), availability of financing,

democrétic or globa economic conditions, pending litigation, changesin tax laws or the adminisiration of

such laws and changes in gaming laws or regulations (including the legdization of gaming in certain
jurisdictions). See"Item 3. Key Information, (D) Risk Factors' for additionad information on certain risks
and uncertaintiesthat could have an impact on the future results of the Company or on any forward looking
information contained in this Annua Report. 'Y ou should not place undue reliance on any forward-looking
gatements. Other than asrequired by gpplicablelaw or the gpplicable rules of any exchange on which our
securities may be listed, we have no intention or obligation to update forward-1ooking statements.



PART |

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not applicable.

ITEM 2. OFFER STATISTICSAND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION
(A) Sdlected Financial Data

Thefollowing table setsforth certain historicd consolidated financid informetion of the Company for eech of
thefiveyearsended December 31, 2001. Thehigtoricd financid information asof December 31, 2001 and
2000 and for each of the three years ended December 31, 2001, 2000 and 1999, as set forth below, has
been derived from our audited consolidated financia statements, prepared in accordancewith U.S. GAAP,
included inthisAnnud Report. For al other periods, the historicd financid information, as set forth below,
has been derived from our audited consolidated financia statements, prepared in accordance with U.S.
GAAP, but which arenct included inthisAnnual Report. Theinformation set forth below isnot necessarily
indicative of future operations and should be read in conjunction with "Item 5. Operating and Financid
Review and Prospects’ and the consolidated financid statements, related notes and other financid
information included e sewhereinthis Annua Report. Amountsarereported in U.S. dollarsand have been
prepared in accordance with U.S. GAAP.



(In thousands, except per share data)

CONSOLIDATED STATEMENT
OF OPERATIONSDATA:

Gross revenues

Net revenues

Income (loss) from operations
Net income (loss)

Basic earnings (loss) per share:
Income (loss) before

extraordinary item
Extraordinary item, net
Net income (loss) per share

Diluted earnings (loss) per share:

Income (loss) before
extraordinary item

Extraordinary item, net

Net income (loss) per share

CONSOLIDATED BALANCE
SHEET DATA:

Total assets
Long-term debt, net
of current maturities
Shareholders' equity
Number of shares outstanding

For the Year Ended December 31,

2001 2000 1999 1998 1997
(@ (b) (©) (d) (e
$ 555819 $ 936474 $ 789,207 $ 591,670 $ 600,67C
533,041 884,695 738,967 550,878 558,912
75,678 (74,844 ) 114,432 52,206 84,624
31,656 (119,104) 69,822 57,746 83,008
$ 118 % (386) $ 209 % 174 % 2.61
- - - - (0.09)
$ 118 $ (386) $ 209 $ 174 % 2.52
$ 114 ¢ (3.86) $ 205 $ 170 % 2.53
- - - - (0.02)
$ 114 ¢ (3.86) $ 205 $ 170 % 2.44
As of December 31,
2001 2000 1999 1998 1997
$1,357,031 $1460,791 $1671471 $1,625733 $1,374,74C
518,231 668,908 578,033 565,752 412,20¢
678,403 641,827 899,831 850,621 790,283
27,317 26,786 32,681 33,577 33,23¢

(& Theresultsof operationsfor the year ended 2001 include pre-opening costs of $6.9 million related to internet
gaming and the Ocean Club Golf Course. In addition, we incurred $5.7 million of restructuring costs.
These costs were comprised of severance payments made to employees terminated due to lower occupancy

levels at Atlantis subsequent to September 11.

(b) Theresults of operations for the year ended 2000 include a $229.2 million write-down of net assets related
to the Resorts Atlantic City Sale and the Atlantic City Option to their realizable value. Other non-recurring
items in 2000 included $11.2 million of purchase termination costs related to the cancellation of our
agreement to acquire the Desert Inn, $7.0 million of transaction costsincurred in connection with our self-
tender offer in June 2000 and the termination of the proposal by Sun International Investments Limitedto
acquire, in amerger transaction, all of the outstanding Ordinary Shares that it did not already own and $7.6
million of pre-opening costs related to the expansion of the Ocean Club Resort and the new Ocean Club Golf

Course.



(c) The results of operations for the year ended 1999 include pre-opening costs of $5.4 million related to a
renovation completed at Resorts Atlantic City in July 1999.

(d) Theresults of operationsfor the year ended 1998 include only two weeks of operations of the Royal Towers
on Paradise Idland after its grand opening in mid-December. In connection with the Royal Towers our
results of operations for the year ended 1998 include $26 million in pre-opening costs.

(e) Theresult of operations for the year ended 1997 included a gain of $13.4 million on the sale of our casino
interest in France.

(B) Capitalization and I ndebtedness

Not applicable.

(C) Reasonsfor the Offer and Use of Proceeds
Not applicable.

(D) Risk Factors

Theresort and casino industries are highly competitive, and increasesin competition could
adver sely affect our financial performance.

Theresort and casino indugtries are highly competitive. Our destination casino resorts compete with other
resorts and casinos, including land-based casinos, riverboat, dockside and cruise ship casinos and other
forms of gaming, as well as other forms of entertainment. Our luxury resort hotels compete with other
resorts and hotels located in markets where we conduct business. If other properties operate more
successfully, if existing properties are enhanced or expanded, or if additional hotels or casinos are
established in and around the marketswhere we conduct business, we may lose market share. In particular,
the expansion, upgrading or congtruction of competing resort or casino propertiesin or near any market
from which weattract or expect to attract asgnificant number of customers could have asgnificant adverse
effect on our business, financia condition and results of operations.

A number of our competitorsarelarger and have greater financial and other resourcesthan us. In addition,
a number of jurisdictions have recently legdized gaming and other jurisdictions are consdering the
legdlization of gaming. Thiscould open marketsinwhich we currently compete for new entrants, and could
creste new markets that may compete as tourist destinations. Our gaming operations compete, and will in
the future compete, with dl forms of existing legaized gaming and with new forms of gaming thet may be
legdized inthefuture. Our competitive postion could be materialy adversaly affected by larger competing
companies, new entrants, new markets and new forms of gaming, and our revenues could decline, harming
our financid condition.

A further discusson of Competition at our operations by geographic location is included in "ltem 4.
Information on the Company, (B) Business Overview- Competition.”



New projects and expansion and renovation efforts are inherently subject to significant
development and construction risks.

We regularly evauate potentia development opportunities and engage in expanson, development and
renovation projectsat propertiesthat we develop or operate, including expansonsand upgradesat Atlantis.
Each of these projectswill be subject to the many risksin expanding or renovating an existing enterprise or
developing new projects, including unanticipated design, condruction, regulaory, environmenta and
operating problems, and the significant risks commonly associated with implementing an expansion strategy
in new markets. In particular, any such projects are subject to the risks associated with the following:

1) theavallability of financing and the terms and covenantsin our credit facilities and other delt,

indluding the notes;

2) dhortagesin materids,

3) shortages of skilled labor or work stoppages,

4) unforeseen congtruction, scheduling, engineering, environmenta or geologica problems;

5) wesether interference, floods, fires or other casuaty losses;

6) thefallureto obtain required licenses, permits or approvas, and

7) unanticipated cost increases.

The anticipated costs and construction period for projects are based upon budgets, conceptual design

documents and congruction schedule estimates prepared by us in consultation with architects and

contractors. The cost of any project may vary from initial expectations, and we, or the owners of the
property, may have a limited amount of capital resources to fund cost overruns on any project. If cost
overruns cannot befinanced on atimely basis, the completion of one or more projects may be delayed until
adequate funding isavailable. The completion dates of development projects could dso differ sgnificantly
from expectationsfor construction-related or other reasons. We cannot assure you that any project will be
completed, if a dl, on time or within established budgets. Significant delays or cost overruns on projects
could have a materia adverse effect on our business, financia condition or results of operations.

In addition, dthough we design our projects for exising facilities to minimize disruption of business
operations, expansdon and renovation projectsrequire, fromtimeto time, portionsof the existing operations
to beclosed or disrupted. Any extended disruptionsin our operations could have amateria adverse effect
on our business, financid condition or results of operations.

If weareunabletofinanceour expansion, development and renovation projectsaswell ascapital
expenditures through cash flow and borrowings, our expansion, development and renovation
efforts could be jeopar dized.

If weare unableto finance existing or future projects with cash flow from operations or borrowings, wewill
haveto adopt one or more dternatives, such asreducing or delaying planned expansion, development and
renovation projects and other capital expenditures, sdlling assets, restructuring indebtedness, obtaining
additiona equity financing or joint venture partners, or modifying our revolving credit facility. Thesesources
of additiona fundsmay not be sufficient to finance exigting or future projects, and other financing may not be



available on acceptable terms, in atimely manner or at dl. 1n addition, our exigting indebtedness contains
certain regtrictions on our ability to incur additiond indebtedness. If we are unable to secure additiona

financing, we could be forced to limit or cancel expansion, development or renovation projects, which may
adversdly affect our business, financid condition and results of operations.

We are subject to extensive gover nmental gaming regulations, which may harm our business.

Our operation of gaming facilitiesis subject to extensive governmenta regulations. Regulatory authorities
typicaly require various regigtrations, licenses, findings of suitability and gpprovasto be held by operators
of gaming facilities. The regulatory authorities in these jurisdictions generdly have broad discretion in the
granting, renewd , suspendg on and revocation of licensesand require that such regidrations, licenses, findings
and approvals be renewed or updated periodicaly. We and our necessary key personnd are currently
qudified to do busnessin dl thejurisdictionsin which we operate. We cannot assure you that any new or
permanent licenses, permits or approvalsthat may be required by us, our key employeesand our partners,
if gpplicable, inthefuturewill be granted or that our exigting licenses, permitsand gpprovaswill berenewed
or will not be suspended or revoked inthefuture. Thefailureto receiveor renew licensesor the sugpension
or revocation of licenses could harm our reputation and result in aloss of revenue, which could materialy
adversdly affect our financid condition and results of operations.

Our gaming oper ations ar e subject to significant taxation and feesthat increase our costs.

Our gaming operations are subject to sgnificant taxation and fees. Such taxes and fees are subject to
increase a any time. We pay subgtantia taxes and fees with respect to our gaming operations in The
Bahamasand will likely incur significant taxes and feesin any other jurisdictions in whichwe conduct gaming
operationsinthefuture. Any materia increasein exigting taxes and fees, the adoption of new taxesor fees,
or theloss or reduction of any exigting or future tax incentives, could have amaterial adverse effect on our
profitability.

Our businessis seasonal and sever e weather conditions can adver sely affect our business,
results of operationsor financial condition, or further increase our insurance premiums.

Higtoricaly, our revenues and operating profits in The Bahamas have been higher during thefirst calendar
quarter, the prime tourist season, than in successve quarters. Higher revenues and earnings are typicaly
redlized from the Mauritius properties during the fourth quarter of the year and from Mohegan Sun during
the middle third of the year. If any of these properties were unable to accommodate guests during such
periods for any reason, including disruptions caused by weather, our revenues and profits could be
adversdly affected.

The Bahamas and Mauritius are subject to tropica weather and storms, which, if severe, could adversdly
affect our operations and tourism. Similarly, inclement weether can adversely affect the revenues that we
derivefrom Mohegan Sun, asthe principa meansof trangportation to this property isby automobile or bus.

In September 1999, our properties on Paradise Idand in The Bahamas were hit by Hurricane Foyd, a
hurricane rated by the United States National Weather Service asacategory five, itshighest rating. These
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properties suffered gpproximately $45 million of property damage that took three months to repair.
Although this property damage was covered by our insurance policies, we incurred significant increasesin
our property and windstorm insurance costsasaresult. We cannot assureyou that our insurance costswill
not further increase in the future or that appropriate coverage will be available on acceptabletermsor at al.

In addition, we cannot assure you that our business will not be adversdly affected by severe wegther
conditions in the future, which could cause significant damage and suspension in service provided to our
patrons and could harm our business, results of operations or financia condition.

Work stoppages and other labor disputes could harm our financial condition and results of
operations.

In The Bahamas, a union represents gpproximately 3,800 of our approximately 5,800 employees. We
participate in an employer association whose existing contract with the union expires January 1, 2003.
Labor relationsin The Bahamas have been ungtable at times over the last few years, and there have been
occasiond work stoppages. Asthe country'slargest private employer, we are sometimesthetarget of |abor
disputes. Any protracted labor disputes or work stoppages affecting any of the propertiesthat we own or
operate could reduce our revenues. In addition, many of the public sector industriesin The Bahameas, such
as dectricity, telecommunication and airport facilities, are unionized. The Bahamian government's labor
relations with these unions have been ungtable at times and there have been work stoppages on occason
that have been disruptive to our business.

Lack of sufficient air service could adver sely affect our revenues and profits.

Most patrons of our resortsand hotesarrive by ar. Althoughwe consider the current leve of air serviceto
The Bahamas, Mauritius, Duba and the Madives to be adequate, any interruption or reduction of air
service to any such locations could restrict the growth of our businesses, negatively affect our competitive
position and adversdly affect our revenues and profits.

We are subject to environmental, health and safety laws and regulations and our
noncompliance or a significant regulatory change could adver sely affect our business, results
of operationsor financial condition.

Our operations areregulated under anumber of federd, provincid, stateand locd lawsand regulations that
govern, among other things, the handling of waste materids, some of which are classfied as hazardous
materias, and the discharge of hazardous materias into the environment. Our operations are subject to
stringent regulations relating to protection of the environment and waste handling. Inaddition to ligbility for
our own noncompliance, these laws and regulations may expose usto ligbility for the noncompliance of
other parties, without regard to whether we were negligent. Sanctions for noncompliance with gpplicable
environmenta laws and regulations may include adminidrative, civil and crimina pendties, revocation of
permitsand corrective action orders. Furthermore, wemay beliablefor costsfor environmental cleanup at
currently or previoudy owned or operated properties or off-dte locations. Our falure to comply with
exiging laws or regulations, the adoption of new laws or regulations with additiona or more rigorous
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compliance standards, or the more vigorous enforcement of environmenta laws or regulations could
sgnificantly harm our business by increasing our expenses and limiting our future opportunities.

A small number of our shareholderscontrol a significant per centage of our ordinary sharesand
are ableto control decisions affecting our company.

On July 3, 2001 we announced the restructuring of our former mgority shareholder, SIIL, which is
beneficidly owned by World Lesure Group Limited ("WLG"), Caedonia Investments plc ("Caedonia")
and Kersaf Investments Limited (" Kersaf"). As aresult of certain proxy arrangements granted in the
restructuring, WLG and Caedonia arrently have the right to vote gpproximately 26.5% and 31.2%,
respectivey, of our issued and outstanding ordinary shares (the" Ordinary Shares'). Consequently, if WLG
and Cdedonia act together they will be able to effectively control the outcome of subgantialy al matters
requiring shareholder approva, including the ection of our directors, thereby controlling our management,
policies and business operations. For example, WL G and Caedonia could use this voting power to block
our ability to obtain certain types of financing for development plans, renovations or expansons, which
could materidly adversdly affect our ability to develop our businessand pursue our strategies. See"ltem 7.
Magor Shareholders and Related Party Transactions'.

Y ou may have difficulty enforcing judgmentsagainst usor our directorsor management
outsidethe United States.

Sun Internationa is a Bahamian internationd business company incorporated under the laws of the
Commonwesdlth of The Bahamas. Certain of our directors and executive officersreside outsde the United
States. In addition, a substantia portion of the assets of our directors and officers and of our assets is
located outside the United States. Asaresult, it may be difficult or impossible to:
1) effect service of process within the United States upon us or these persons; or
2) enforce, againgt us or these persons, in the United States, court judgments obtained in the United
States courts, including judgments relating to U.S. federd securities laws.

It is wlikely that Bahamian courts would entertain origind actions againgt Bahamian companies, their
directors or officers predicated solely upon U.S. federd securitieslaws. Furthermore, judgments based
upon any civil ligbility provisons of the U.S. federd securities laws are not directly enforcegble in The
Bahamas. Rather, a lawsuit must be brought in The Bahamas on any such judgment. Subject to
congderation of private internationa law, in generd, a judgment obtained after due trid by a court of
competent jurisdiction, whichisfind and conclusve asto theissuesin connection, isactionablein Bahamian
courts and is impeachable only upon the grounds of fraud, public policy and naturd justice.

We may have difficulty enforcing gaming debts in certain foreign jurisdictions or in certain
jurisdictions within the United States, which could negatively affect our revenues.

Gaming debts may not belegdly enforced in certain foreign jurisdictions or in certain jurisdictionswithin the
United States. A subsgtantia portion of the cusomers at Atlantisand Mohegan Sun reside in the United
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States. As aresult, we and the Mohegan Tribe may be unable to collect gaming debts from patrons of
those casinos who reside in such jurisdictions, which could reduce our revenues.

Reassessments of and changesto our business plans could hinder our development and result
in charges or feesthat could harm our financial condition and results of operations.

Weareregularly reviewing our development plansin light of avariety of factors, including the availability of
financing, regulatory and political considerations, competition and other businessand strategic concerns. As
aresult such assessments, our management may choose to change such plans, which could result in falureto
expand and could a so cause usto incur fees or charges. We cannot assure you that we will carry forward
and complete any proposed business plans.

Energy priceincreases may adver sely affect our cost of operationsand our revenues.

Our destination casino resorts use Sgnificant amounts of eectricity, natura gas and other forms of energy.
Although we have not experienced shortages of energy, substantia increases in the cost of dectricity or
naturd gas may negatively affect our operating results. The extent of any impact is subject to the magnitude
and duration of the energy price increases, but this impact could be materid. In addition, energy price
increases in locations that condtitute a significant source of customers for our properties could result ina
decline in digposable income of potentid customers and a decrease in vigtaion and spending at our
properties, which could negatively impact revenues.

We may pay higher insurance premiumsfor our properties.

Dueto changesin theinsurance market arising prior to the September 11 terrorist attacksand the effects of
the September 11 terrorigt attacks, it is becoming more difficult and more expensive to obtain insurance.
We may encounter difficulty in obtaining or renewing property or casualty insurance on our properties. In
addition, such insurance may be more limited and for some catastrophic risks may not be generadly available
at levelsexisting prior to the September 11 terrorist attacks. Evenif weareableto renew our paliciesor to
obtain new policies a levelsand with limitations cong stent with our current policies, we cannot be sure that
we will be able to obtain such insurance a premium rates that are commercidly reasonable.

Deterioration in general economic and market conditions, including those related to any future
terrorist actions, could adver sely affect our business.

Our businessis affected by generd economic and market conditions, particularly in the United States and
Europe. A large portion of our business at Atlantisis generated by group convention sdes and individua
tour andtravel. A recession or economic dowdown could cause areduction in group salesbookingsor the
willingness or ability of tourists to book vacations at Atlantis, which could adversely affect our operating
results.

Asaresult of theeventsof September 11, 2001, significantly reduced discretionary spending, disruptionsin
arline travel and cancdlation of business conventions had a materid adverse impact on our results of
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operations during September and the fourth quarter of 2001. In addition, the September 11 terrorist

attacks, the potentia for future terrorist attacks, the nationa and internationa responsesto terrorist attacks
and other acts of war or hogtility have created many economic and politica uncertainties which could
adversdly affect our business and results of operationsin waysthat cannot presently be predicted. Wewiill

be predominantly uninsured for losses and interruptions caused by terrorist acts and act of war.

We could be adver sy affected if Arthur Andersen LLP isunable to perform required audit-
related servicesfor usor if the SEC ceasesaccepting financial statementsaudited or reviewed by
Arthur Andersen.

OnMarch 14, 2002, Arthur Andersen L L P, our independent auditor, wasindicted on federa obstruction of
justice chargesin connection with itsrole as the auditor for Enron Corporation. On May 6, 2002, thetria
of the case began. Arthur Andersen LLP has pleaded not guilty. We do not know the impact of the
indictment or trid. In addition, we do not know whether additiond indictments will be brought by the
Department of Justice or the consequences of any additiond indictments. Furthermore, athough Arthur
Andersen LLP has provided the SEC with assurances that it will continue to audit financid satementsin
accordance with generdly accepted auditing standards and gpplicable professond and firm auditing
gandards, including quality control sandards, and the SEC has said that it will continueto accept financid
gatements audited by Arthur Andersen LLP, and interim financia statements reviewed by it, so long as
Arthur Andersen LLP is able to make certain representations to its clients, we cannot assure you that the
SEC will continueto accept such financia statements, or that Arthur Andersen LLPwill continueto beable
to provide such representations.

Our accessto the capitd markets and our ability to make timely SEC filings could be impaired if the SEC
ceases accepting financia statements audited or reviewed by Arthur Andersen LLP, if Arthur Andersen
LLP becomes unable to make the required representations, if our audit committee decides to terminate
Arthur Andersen LLP asour independent auditor, or if for any other reason Arthur Andersen LLPisunable
to perform required audit-related servicesfor us. In such acase, we would promptly seek to engage new
independent certified public accountants, and we may incur Sgnificant expense in familiarizing such new
auditors with our accounting. Furthermore, relief which may be available under the federd securitieslaws
againg auditing firms may not be available as a practical matter againgt Arthur Andersen LLP should it
cease to operate or be financidly impaired.

The audit committee of our board of directors reviews the sdection of our independent certified public
accountants each year, and currently is conducting such areview.

ITEM 4. INFORMATION ON THE COMPANY

(A) Higtory and Development of the Company

Sun Internationd wasincorporated in The Bahamasin 1993, and isan internationa business company under
the Internationd Business Companies Act, 1989 of the Commonwealth of The Bahamas. The Company is
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registered under number 46,600B at the Companies Registry of The Bahamas. Our executive offices are
located at Executive Offices, Cord Towers, Paradise Idand, The Bahamas, and the telephone number is
242-363-3000. Our agent for service of processin the United Statesis Corporation Services Company,
1013 Centre Road, Wilmington, Delaware 19805. On March 1, 1996, we listed our Ordinary Sharesfor
trading on The New York Stock Exchange ("NY SE"), and such shares trade under the symbol "SIH".

Effective July 2002, we are changing our corporate nameto Kerzner Internationd Limited, and our shares
will be listed under the new ticker symbol "KZL". See"Recent Developments — Name Change' below.

Sun International was established in order to acquire the Paradise Idand Resort and Casino and related
operations from Resorts Internationa, Inc. The acquisition was completed in May 1994.

In June 1994, we established Sun Cove Limited ("Sun Cove'). Sun Cove hasa50% interest in, and isa
managing partner of, Trading Cove Associates ("T CA™), aConnecticut genera partnership. 1n September
1995, TCA entered into a Gaming Facility and Condtruction Agreement with the Mohegan Triba Gaming
Authority, an insrumentdity of the Mohegan Tribe of Indians of Connecticut (the "Mohegan Tribe")

pursuant to which TCA assisted the Mohegan Tribe with the design, development and financing of the
Mohegan Sun resort and entertainment complex Situated in the town of Uncasville, Connecticut (the
"Mohegan Sun"). In addition, in August 1995, TCA entered into a gaming management agreement (the
"Management Agreement”) with the Mohegan Tribe pursuant to which TCA provided certain management,
marketing and administrative servicesto the M ohegan Tribe upon the opening of Mohegan Sun in October
1996. In February 1998, TCA and the Mohegan Tribe entered into an agreement (the "Relinquishment
Agreement™) pursuant to which the Management Agreement wasterminated effective January 1, 2000 and
the Mohegan Tribe assumed full management respongbility for Mohegan Sun.  In addition to the
Relinquishment Agreement, in February 1998 the Mohegan Tribe gppointed TCA to developits$1 billion
expanson of Mohegan Sun. See (B) Business Overview-Connecticut for a further description of the
Rdinquishment Agreement and the $1 billion expansion.

In May 1995, we acquired from SIIL equity interestsin Sun Resorts Limited, Societe de Participation et
d'Investissement dans les Casinos ("Sun France') and SlIL's project development and management
businesses. We sold our interest in Sun France in early 1997.

In December 1996, we acquired Sun International North America ("SINA", formerly Griffin Gaming &
Entertainment, Inc.). SINA is a holding company which, through an indirect wholly-owned subsidiary,
owned and operated 644-room casino hotd property in Atlantic City, New Jersey ("Resorts Atlantic City").

During 1997, Sun International contributed to SINA the stock of Sun Cove and that of al the companies
located in the State of Horidathat support the Bahamian Operations. As explained below, on April 25,
2001 we s0ld Resorts Atlantic City to an unaffiliated company.

In 1999, we formed ajoint venture with Vistang, Inc. ("Vigand'), asubsdiary of Starwood, to develop a

time-shareproject on Paradise Idand ("Harborsde at Atlantis'). Weand Vigtanaeach have a50% interest
in the joint venture.
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In January 2000, we had received a proposa from SIIL, at that time, the mgjority shareholder of Sun

Internationd, to acquirein amerger transaction al of our Ordinary Sharesnot dready owned by SIIL or its
shareholdersfor $24 per sharein cash. To consider the proposal, we formed acommittee of independent
members of the Board of Directors (the " Specid Committeg”), which retained its own financia and legd

advisers. The proposed transaction was subject to various conditions, including approva by the Specid

Committee. On June 16, 2000, we announced that SIIL was not able to negotiate amutually satisfactory
transaction with the Specid Committee and that SIIL advised usthat its proposal had been withdrawn.

In order to dlow our shareholdersto sdll at least a portion of their Ordinary Shares at the price formerly
proposed by SIIL, our Board of Directors approved a self-tender offer for up to 5,000,000 Ordinary
Shares at a $24 per share cash price. In August 2000, we announced the completion of the slf-tender,
pursuant to which we purchased 5,000,000 Ordinary Shares at $24 per share. The self-tender offer was
financed with borrowings under our Revolving Bank Credit Agreement (the "Revolving Credit Faaility™).

In August 2000, we established SunOnline Limited, our Internet gaming subsidiary. In August 2001 we
commenced internet gaming operations on a test bass. In September 2001, we received a license to
operate in the Ide of Man and commenced live gaming operations in January 2002. See "ltem 4 (B)
Business Overview - Internet Gaming'. In February 2002, we entered into a contract to sall 50% of our
internet gaming subsdiary. See "Recent Developments' below.

On July 3, 2001, we announced the restructuring of our former mgjority shareholder, SIIL. In connection
with thisrestructuring, among other things, the sharehol ders agreement governing SI1L wasterminated and
SIIL wasdissolved. See"ltem 4 (C) Organization Structure” and "Item 7 Mg or Shareholdersand Related
Party Transactions'.

Effective August 2001, we acquired a 25% interest and a 25 year management contract in the Kanuhura
Sun Resort & SpaLimited ("Kanuhura') for gpproximately $3.8 million. Kanuhurais a 120-room luxury
resort located on Kanuhuraldand in the Maddives, which islocated approximately 600 miles southwest of
the southern tip of India

Sale of Resorts Atlantic City

On April 25, 2001, we completed the sde of Resorts Atlantic City to an affiliate of Colony Capitd LLC
("Colony™) for a purchase price of gpproximaely $144 million, including accrued interest (the "Resorts
Atlantic City Sde"). The proceeds received from Colony consisted of gpproximatedly $127 millionin cash
and an unsecured $17.5 million note which was paid in full in March 2002. In addition, Colony hasatwo
year option to acquire certain undeveloped red estate that we own, adjacent to Resorts Atlantic City, for a
purchase price of $40 million (the"Atlantic City Option™), which option can be extended for an additiond

two years under certain circumstances. Mot of the Atlantic City Option property is currently leased by

SINA to Colony. Thenet cash proceeds received from thistransaction were used to reduce the amount of

borrowings outstanding on the Revolving Credit Facility. See"Item 5. Operating and Financid Review and
Prospects, (B) Liquidity, Capita Resources and Capital Spending” for further discussion on the Revolving
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Credit Facility. Net assetsheld for sde on theaccompanying consolidated ba ance sheets as of December
31, 2000 represent the adjusted book vaue of the assets digposed of in the Resorts Atlantic City Sale.

2001 Consent Solicitation

On duly 10, 2001, we commenced a consent solicitation with holders of our $200 million principa amount
of 9.0% senior subordinated notes due 2007 (the "9% Senior Subordinated Notes') and $100 million
principa amount of 8 5/8% senior subordinated notes due 2007 (the "8 5/8% Senior Subordinated Notes”).
We sought proposed amendments of certain provisons of theindentures pursuant to which the 9% Senior
Subordinated Notes and 8 5/8% Senior Subordinated Notes were issued.

The proposed amendments effectively diminate (as of December 31, 2000, the date the charge was
recorded) theimpact of $199.2 million of thetotal $229.2 millionlossrecorded by usin connection withthe
Resorts Atlantic City Sde, for purposes of determining our ability to make certain investments, such as
certain minority investment in joint ventures. 1n addition, theamendmentsincreased, from2.0:1t02.5:1, the
Consolidated Coverage Ratio required in order for usto incur additiona indebtedness. The Consolidated
Coverage Ratio isdefined as consolidated earnings before interest expense, income taxes, depreciation and
amortization ("EBITDA™) to fixed payments, as defined in the indentures. The consent solicitation, as
amended and extended, was findized on July 23, 2001.

On Jduly 24, 2001, we announced that we had received the requisite consents from the holders of the 9%
Senior Subordinated Notes and 8 5/8% Senior Subordinated Notes.  Accordingly, we, dong with the
trustee under the indentures, executed and ddivered supplementd indentures containing the amendments
described in the amended consent solicitation. Pursuant to the consent solicitation, we paid atotd of $1.5
million in consent payments.

Refinancing
8 7/8% Senior Subordinated Notes

On August 14, 2001, we issued $200 million principal amount of 8 7/8% senior subordinated notes due
2011 (the "8 7/8% Senior Subordinated Notes'), which, after costs, resulted in net proceeds of
gpproximately $194 million. The8 7/8% Senior Subordinated Notes, which are unsecured obligations, are
unconditionally guaranteed by substantialy dl of thewhoally-owned subsidiaries of thelssuers. Interest on
the 8 7/8% Senior Subordinated Notes is payable semi-annualy commencing February 15, 2002. The
indenturefor the 8 7/8% Senior Subordinated Notes contains certain covenants, including limitationsonour
ability to, among other things: (i) incur additiona indebtedness, (ii) incur certain liens, and (jii) make certain
other restricted payments.

All of proceeds received from the issuance of the 8 7/8% Senior Subordinated Notes were used to further
repay amounts outstanding under the Revolving Credit Facility.
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Fourth Amended and Restated Credit Facility (the" Amended Revolving Credit Facility")

Prior to 2001, the maximum amount of borrowings that could be outstanding on our Revolving Credit

Facility was $500 million. InJanuary 2001, the Revolving Credit Facility wasamended. In accordance with
the amendment, the maximum amount of borrowings outstanding was reduced by the amount of cash

proceeds received pursuant to the Resorts Atlantic City Sale, which upon closing of that sale, reduced the
maximum amount of borrowings that could be outstanding to $373 million. Thislimitation on borrowings
was to be further reduced by the cash proceeds received from Colony if they exercised the Atlantic City

Option. Theterm of the Revolving Credit Facility was through August 12, 2002, a which time we would
have been required to pay in full any borrowings outstanding under that facility.

On November 13, 2001, we entered into the Amended Revolving Credit Facility with asyndicate of banks
(the"Lenders"), with Canadian Imperid Bank of Commerce ("CIBC") acting asadminidtrative agent. The
borrowings then outstanding under the previous Revolving Credit Fecility were paid in full. Under the
Amended Revolving Credit Facility, the maximum amount of borrowings that may be outstanding is $200
million. An additiona $150 million of borrowings may be available under certain circumgances. We are
currently engaged in discussons with certain Lenders to increase the maximum alowable borrowings that
may be outstanding under the Amended Revolving Credit Facility to $300 million, in which case, an

additiona $50 million of borrowings would be available under certain circumstances.

Loansunder the Amended Revolving Credit Facility bear interest & (i) the higher of (@) CIBC'sbaserate or
(b) the Federa Funds rate plus %2 of one percent, in either case plus an additiona 0.25% to 1.75% based
on a debt to earnings ratio during the period, as defined (the "Leverage Ratio") or (ii) LIBO Rate (as
defined) plus 1.25% to 2.75% based onthe Leverage Ratio. For loansbased onthe LIBO Rate, interestis
payable on the last day of each applicable interest period, or the date of any payment or prepayment of
such loans. For loans based on the Alternate Base Rate (as defined), interest is payable quarterly. Loans
under the Amended Revolving Credit Facility may be prepaid and reborrowed a any time and areduein
full on November 8, 2006.

The Amended Revolving Credit Facility contains restrictive covenantsthat include among other things: (@)
redrictions on the payment of dividends, (b) a minimum relationship between EBITDA and (i) interest
expense, (ii) total debt and (iii) senior debt and (c) aminimum level of consolidated net worth, as defined.

Recent Developments

Name Change

On May 20, 2002, we announced plansto change our corporate name to Kerzner International Limited.
We anticipatefinaizing the name change on or before duly 1, 2002 at which time our stock, which currently
trades on the New York Stock Exchange under the symbol "SIH", will be listed under the new ticker

symbol "KZL". The name change is being implemented in accordance with agreements related to the
restructuring of our former mgor shareholder, SIIL, which was announced in July 2001. See "ltem 7.
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Magor Shareholder and Related Party Transactions'. There will be no change in our management or
worldwide operations as aresult of the name change.

Shelf Registration

OnMay 22, 2002, we announced that wefiled auniversal shelf regidtration statement with the SEC relating
to the sale of up to $500 million in securities. The shelf regidration statement dlows usthe flexibility asto
the type of security we could chooseto sdll in the future, including varioustypes of debt securities, ordinary
shares, preference shares and warrants, and replaces our 1997 Shelf Registration which related only to debt
securities. See"ltem 5. Operating and Financia Review and Prospects— (B) Liquidity, Capital Resources
and Capital Spending — 1997 Shdf Regidration”. We may dso utilize the shef regidtration Satement to
register secondary salesof ordinary sharesby sdlling shareholders. At present, wedo not have any plansto
issue any additiond debt securities, ordinary shares, preference shares or warrants pursuant to this shelf
regigtration.

The regigration statement filed with the SEC has not yet become effective. The securitiesregistered under
this regigtration statement may not be sold, nor may offers to buy the securities be accepted, prior to the
time the regidration satement becomes effective. Following the effective date of the shdlf regidtration, the
securities may be offered from time to time directly by us or through underwriters a amounts, prices,
interest rates and other terms to be determined &t the time of the offering.

Private Offering of $200 Million of Senior Subordinated Notes

On May 20, 2002, we completed a private offering of $200 million of additiona 8 7/8% Senior

Subordinated Notes to "qudified inditutiond buyers' as defined in Rule 144A under the Securities Act of
1933, and pursuant to offersand salesthat occur outsidethe United Statesin accordancewith Regulation S
under the Securities Act. The senior subordinated notes were not registered under the Securities Act or
under the State securities laws and, unless so registered, may not be offered or sold except pursuant to an
applicable exemption from the registration requirements of the Securities Act and gpplicable state securities
laws. Weare obligated under aregistration rights agreement to complete an exchange offer with respect to
these notes within 210 days from the closing. The proceeds from these senior subordinated notes have
been and will be used to repay the 9% Senior Subordinated Notes pursuant to the Tender Offer and
Consent Solicitation described below.

Tender Offer and Consent Solicitation

On May 8, 2002, we commenced acash tender offer to purchase any and al of our outstanding 9% Senior
Subordinated Notes. Thetender offer was made pursuant to an Offer to Purchase and Consent Solicitation
Statement (the " Statement”) and a related Letter of Transmittal and Consent, dated May 8, 2002. The
tender offer isscheduled to expire at midnight, New Y ork City time, on June 4, 2002, unlessextended to a
later date or time or earlier terminated. In conjunction with the tender offer, we solicited consents to
proposed amendments to the indenture governing the 9% Senior Subordinated Notes. The proposed
amendments would diminate substantidly dl of the restrictive covenants and certain events of default from
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the indenture governing the notes. Holders that tender their notes will be required to consent to the
proposed amendments, and holders that consent to the proposed amendments will be required to tender
their notes.

Subject to conditions specified in the Statement, the total consideration to be paid for each properly
delivered consent and vaidly tendered note received (and not properly revoked) on or prior to 5:00 p.m.,
New Y ork City time, on Monday, May 20, 2002 and accepted for payment is$1,045.00 per $1,000.00 of
principa amount, plusaccrued and unpaid interest. Thetota consderation for each notetendered includes
an early consent premium of $20.00 per $1,000.00 of principa amount of notes payable only to those
holdersthat tender their Notes on or prior to 5:00 p.m., New Y ork City time, on Monday, May 20, 2002
(and do not withdraw their tender). Holderswho tender their notes after that time but prior to theexpiration
of thetender offer will receive $1,025.00 per $1,000.00 of principa amount of notesvalidly tendered and
accepted for payment, plus accrued and unpaid interest.

We have called for redemption, in accordance with the terms of the indenture governing the notesal notes
that remain outstanding at this time, at the applicable redemption price of $1,045.00 per $1,000.00 of
principa amount thereof, plus interest accrued to the redemption date.

On May 21, 2002, we announced that we had received the tenders and consents required to diminate or
modify the restrictive covenants pursuant to theindentures. Asof the Consent Date, approximately 93% of
the 9% Senior Subordinated Noteswere received and accepted for payment by us. Accordingly, on May
21, 2002, we paid atotal consideration of $1,045 per $1,000 aggregate principa amount of Notes plus
accrued interest through the Consent Date, which amounted to approximately $188.4 million. Furthermore,
the Company and the trustee have executed a supplementd indenture containing certain amendmentsto the
indenture as described in the Statement.

Trading Cove New York

Through a wholly-owned subsidiary, we own 50% of Trading Cove New York, LLC ("TCNY"), a
Delaware limited liability company. In March 2001, TCNY entered into a Development Services
Agreement (the "Development Agreement”) with the Stockbridge- M unsee Band of Mohican Indians (the
"Stockbridge-Munsee Tribe") for the development of acasino project (the"Project”) inthe Catskill region
of the State of New York (the "Stat€'). The Development Agreement was amended and restated in
February 2002. The Stockbridge-Munsee Tribedoesnot currently have reservation land inthe State, but is
federdly recognized and operates a casino on its reservationin Wisconsn and hasaland dam pending in
the U.S. Didtrict Court for the Northern Didtrict of New Y ork against the State.

Pursuant to the Development Agreement, as amended, TCNY will provide prdiminary funding, certain
financing and excdlusve development services to the Stockbridge-Munsee Tribe in conjunction with the
Project. Ascompensation for these services, TCNY will earn afee of 5% of revenues, as defined in the
Deveopment Agreement, beginning with the opening of the Project and continuing for aperiod of twenty
years. TCNY has secured land and/or options on gpproximately 400 acres of property in the Town of
Thompson, County of Sullivan (the "County™), of which gpproximately 333 acres are currently designated
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for the Project. In February 2002, the Stockbridge-Munsee Tribefiled aLand to Trust Application with
the U.S. Department of the Interior, Bureau of Indian Affairs (the "BIA™), for the Project Ste properties.
Should the BIA approve the Land to Trust Application and the Stockbridge-M unsee Tribe obtain other
required approvals, the land could be taken into trust by the Federad Government on behdf of the
Stockbridge-Munsee Tribe for the purpose of conducting Class 11 Gaming.

In October 2001, the State enacted |egid ation authorizing up to three Class |11 Native American casnosin
the counties of Sullivan and Ulster and three Native American casinos in western New Y ork pursuant to
Triba State Gaming Compacts to be entered into by the State and applicable Native American tribes
(Chapter 383 of the Lawsof 2001). In January 2002, alawsuit wasfiled in the Supreme Court of the State
of New York (Index No. 719-02) by various plaintiffs against New Y ork Governor George Pataki, the
State of New Y ork and various other defendants aleging thet Chapter 383 of the Lawsof 2001 violatesthe
New York State Condtitution. Motionsto dismissthe litigation werefiled in April 2002 and are pending.

In January 2002, the Stockbridge-Munsee Tribe entered into an agreement with the County pursuant to
which the Stockbridge-Munsee Tribe will make certain payments to the County to mitigate any potentia
impects the Project may have on the County and other loca government subdivisons within the County.
The payments will not commence until after the opening of the Project.

The Project is contingent upon the receipt of numerousfedera, state and local approvasto be obtained by
the Stockbridge-Munsee Tribe, including the execution of a Class 111 Gaming Compact with the State,
which gpprovals are beyond the control of TCNY. We can make no representation as to whether any of
the required approvas will be obtained by the Stockbridge-Munsee Tribe.

Proposed Sale of 50% of | nternet Gaming Subsidiary

On February 15, 2002, Sun Internationa and Station Casinos, Inc. ("Station Casinos’) entered into an
agreement pursuant to which Station Casnoswill purchase a50% interest in SunOnline Limited, our internet
gaming subsidiary. Each company will have equa board representation and SunOnline will bethe exclusve
vehicle for both Sun International and Station Casinos to pursue the internet gaming business in certain
jurisdictions. Currently, the purchase priceisestimated at $7.0 million whichis subject to change based on
SunOnling's results of operations between now and the closng of the transaction. We expect the
transaction to close by the third quarter of 2002. The transaction is subject to a number of conditions,
including regulaory gpprovas.

(B) Business Overview

We are aleading developer and operator of premier destination casino resorts and luxury hotels. In our
destination casino resort business, we own and operate the Atlantis Paradise Idand resort and casino
complex ("Atlantis’) located in The Bahamas. We aso developed and receive certain revenue from
Mohegan Sun in Uncasville, Connecticut. In our luxury resort hotd business, we operate eight beach
resortsat locationsin Mauritius, Dubai, the Madivesand The Bahamas. Also, asdescribed above, weare
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inthe early sagesof aninternet gaming venture, which wasin thetesting phase through the end of 2001 and
commenced operations effective January 2002.

The Properties
The Bahamas

Through certain Bahamian subsidiaries (the "Bahamian Operations'), we own approximately 600 acres or
dmogt 70% of Paradise Idand, on some of which we own and operate Atlantis, our flagship property.
Atlantisisa2,317-room, ocean-themed destination casino resort located on Paradise |dand, The Bahamas.
Atlantis features three interconnected hotel towers, the Roya Tower, the Cord Tower and the Beach
Tower, dl built around a 7- acrelagoon and a 34- acre marine environment that includestheworld'slargest
opentar aguarium. Atlantis aso features a 100,000 square foot entertainment complex containing

approximately 1,000 dot machinesand 80 table games, 17 restaurants, approximately 100,000 squarefeet
of convention space, a sports center, over 30,000 square feet of high-end retail space and a 63-dip, full

sarvice marina. We aso own and operate the Ocean Club Resort, ahigh-end luxury resort hotel with 106
rooms and suites located on Paradise Idand, as well as the Ocean Club Golf Course, awater plant, and
other improvements on Paradise Idand. We own approximately 100 acres of undevel oped land, whichis
available for sale or development.

Casino hotel and related revenues earned at our properties on Paradise Idand in The Bahamasfor theyears
ended December 31, 2001, 2000 and 1999 were $472.3 million, $471.2 million and $441.1 million,
respectively. In addition, in 2001 and 2000, we earned red estate related revenues of $9.8 million and
$108.7 million, respectively, from the sale of homesitesin The Bahamas and $1.4 million and $3.4 million,
respectively, of management fees for services provided to Harborside at Atlantis, described below.

Paradise Idand has extengve exigting infrastructure and is easly accessible from the densely populated
eagtern United States. Thereare regularly scheduled airline flights from South Florida, New Y ork City and
various other mgor US citiesto neighboring Nassau. FHightsfrom South Floridaand New Y ork City have
flight times of gpproximatey 50 minutes and two and one-haf hours, respectively.

During 1999, we completed severd development projects including a 3,000 square foot retail link
connecting the Cord Towersto the new entertainment center, the new porte cocherefor the Coral Towers,
an 1,800 car parking garage, anew laundry facility, aBahamian arts and crafts market and asports center,
which indudes an 18-hole putting course and a tennis center. These projects cost approximately $100
million. In addition, as part of a 1998 expanson project, we completed the converson of a previoudy
existing 30,000 square foot casino space into a convention center.

In September 1999, Paradise Idand was hit by Hurricane Floyd, a hurricane rated by the United States
Nationd Wesather Service as a category five, its highest rating. The Paradise Idand properties suffered
approximately $45 million of property damage. At Atlantis, 230 roomsweretaken out of servicefor three
months and the Ocean Club, described below, was closed for gpproximately three and one half months.
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We had full property and businessinterruption insurance coverage and remedia work was completed by
year-end 1999. Hurricane Floyd wasthefirgt Sgnificant hurricaneto hit ParadiseIdand in over thirty years.

During 2000, we completed the redevelopment of the Paradise Idand Golf Course into a first class
championship venue, desgned by Tom Weiskopf. The redevelopment included a new clubhouse and
development of the infragtructure to support the Ocean Club Estates housing development, which
comprised 121 luxury homesites surrounding the golf course. As of December 31, 2001, dthough afew
lots are pending fina closing, dl of the available homesites have been sold.

In addition to Atlantis and the Paradise 1dand Golf Club, our Paradise 1dand operationsinclude the Ocean
Club, ahigh-end luxury resort hotd with 106 guest rooms including an addition completed in 2000. The
addition to the Ocean Club comprised 50 luxurious rooms, including ten deluxe suites, as well as anew
beachfront restaurant and sgnificant enhancements to the existing pool and garden areas. The cost of
developing thegolf course, theinfrastructure at Ocean Club Estates and the addition to the Ocean Club was
goproximately $113.8 million

During the second hdf of 2000, we completed an extensive capitd expenditure program of gpproximately
$20 million a Atlantis Beach Tower. Thisprogram included the renovation of al of the Beach Tower's425
rooms and improvements to certain public spaces.

During 2001, we completed amgjor capitd expenditure program of approximately $20 million to complete
renovations a the Ocean Wing of Atlantis Cord Towers. Thisincluded the renovation of approximately
400 rooms, including improvements to certain public spaces.

Through our Bahamian Operations, we aso own and operate shops, restaurants, bars and lounges, tennis
courts and other resort facilities on Paradise Idand, as well as roads and other land improvements on
Paradiseldand, and awater and sewage system which serves, a sated charges, substantidly dl facilitieson
Paradise Idand, including non-affiliated customers

As described under "Item 4 (A) History and Development of the Company”, we and Vistanaeach have a
50% interest in Harborsde a Atlantis. Congtruction of 82 two bedroom units was completed in February
2001 and sdesof thetimeshare unitsbeganin May 2000. Asof thefirst quarter, approximately 50% of the
inventory has been sold. As part of its joint venture agreement, we contributed land and Vistana
contributed cash based on the number of timeshare units to be devel oped.

Our Bahamian Operations own a 100-room beachfront resort hotdl, Paradise Paradise. Thisproperty was
closed to the public in September 1998 and has been used since then to house expatriate employees,
primarily congruction staff.

We previoudy had plans for an additiond 700-room Phase Il hotel project at Atlantis. However,

consdering our available development resources and aternative uses of capitd, we have postponed this
project and as aresult, annua tax incentives of gpproximately $3.0 million pursuant to our agreement with
the Bahamian Government have been suspended. See" Certain Matters Affecting the Company's Bahamian
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Operations-Heads of Agreement” below for a description of these tax incentives. In the event we begin
congtruction of the Phase Il project, these tax incentives will be prospectively reingtated. Although we
currently have no plansto proceed with the Phase 11 development, we will continueto consder theresults
at our Paradise Idand operations as well as generd business trends and dternative uses of our capitd in
determining the timing of proceeding with Phase 111.

Atlantic City

Asprevioudy described, we sold Resorts Atlantic City on April 25, 2001. However, we continueto own
approximately 13 acres of additiona land available for development immediately adjacent to Resorts
Atlantic City. Thisland isincluded in the Atlantic City Option and, effective April 25, 2001, isleased to
Colony for afee of $100,000 per month.

Casino hotd and related revenues earned at Resorts Atlantic City for the years ended December 31, 2000
and 1999 were $258.0 million and $243.1 million, respectively.

In July 1999, we completed arenovation of Resorts Atlantic City, which included extensve renovationsto
the casino floor, hotdl 1obby, guest rooms and suites, room corridors, restaurants, the hotel porte cochere,
public areas and the addition of a new VIP player lounge. The totd cost of the 1999 expanson was
approximately $48 million. In 2000, we completed a further renovation of the casino, which included
congtruction of anew nine-bay bus depot, awaiting areawith seating for gpproximately 250 patrons and
various other amenities. Additiondly, the casino floor was expanded to include additiona dot machines.
Thetota cogt of this project, including the new dot machines, was gpproximately $7.0 million.

Connecticut

For the years ended December 31, 2001, 2000 and 1999, wereceived paymentsfrom TCA in the amount
of $27.4 million, $23.6 million and $39.3 million, respectively.

Asisdescribed under "Item 4 (A) History and Devel opment of the Company™, we have a50% interest in,
and are amanaging partner of, TCA. Until December 31, 1999, under the Management Agreement, TCA
received between 30% and 40% of the net profits, as defined, of Mohegan Sun.

Effective January 1, 2000, pursuant to the Rdinquishment Agreement, TCA receives payments of five
percent of the gross revenues of the Mohegan Sun Resort Complex for a 15-year period. Pursuant to
subcontracts for management services, organization and administrative services and marketing services
provided to TCA, we receive certain priority paymentsfrom TCA. In addition, for seven years beginning
January 1, 2000, TCA paysusthefirst $5.0 million of the profitsit receives pursuant to the Relinquishment
Agreament as apriority payment prior to making pro rata distributionsto its partners.

In 1998, the Mohegan Tribe gppointed TCA to develop its $1 billion expansion of Mohegan Sun for afee

of $14 million. Prior to the expansion, Mohegan Sun featured a 176,500 square foot casino with 3,655 dot
machines and 158 table games, as well as guest parking for 7,500 cars. The expanson includes an
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additional 119,000 square foot casino containing 2,564 dot machines and 82 table games, a 34-story,
1,200-room luxury hotel, 100,000 square feet of convention space, a10,000- seat arena, 4,600 additional
parking spaces, 130,000 square feet of retail space, speciaty retail shops and additiona restaurants. The
new casino opened in late September 2001, the convention space and mgority of the hotel rooms opened
in April 2002, and the remainder of the expansion is expected to open by April 2002.

We believe the Native American-themed Mohegan Sun is one of the premier casino gaming propertiesin
the Northeast and one of the most profitable casinos in the United States. The property incorporates its
higoricd Native American theme through unique architectura features and the use of naturad design
elements such as timber, stone and water. As a result of the expansion, the gaming area comprises
gpproximately 296,000 squarefeet of gaming space and features more than 6,200 dot machines, 240table
games and 42 poker tables. We believe Mohegan Sun benefits from a superior location and strong
demographics. Itislocated approximately one milefrom theinterchange of Interstate 395 and Connecticut
Route 2A in Uncasville, Connecticut and is within 150 miles of gpproximatdy 22 million adults. The
Mohegan Tribe spent gpproximately $40 million for infrastructure improvements providing direct highway
access to the property from Boston, Providence and New Y ork.

We are one of two managing partners of TCA. All decisons of the managing partners require the
concurrence of usand the other managing partner, Waterford Gaming, LLC. Inthe event of deadlock there
are mutua buy-out provisons.

I ndian Ocean Resorts

In Mauritius, we manage and own interestsin five beach resorts ("I ndian Ocean Resorts') including the 175
room Le Saint Geran Hotd ("Le Saint Geran'), the 200-room Le Touessrok Hotd & lle Aux Cerfs("Le
Touessrok™), the 248-room La Pirogue Hotd ("LaPirogue), the 333-room Le CoCo Beach ("Le CoCo
Beach") and the 238-room Sugar Beach Resort Hotel (" Sugar Beach"). We earned management feesfor
services provided to the Indian Ocean Resortsfor the yearsended December 31, 2001, 2000 and 1999 of
$6.8 million, $7.5 million and $6.5 million, respectively.

Through June 16, 2000, we owned a 22.8% interest in Sun Resorts Limited, the Mauritius company that
owns and operates the Indian Ocean Resorts.  Effective June 16, 2000, Sun Resorts Limited issued

additiond shares of stock under arightsissueinwhichwedid not take up our rights, effectively reducing our
ownership interest to 20.4%. Until late 2000, Sun Resorts Limited aso owned the 187-room Le Galawa
Beach Resort ("Le Gdawa') in the Comoro Idands. In November 2000, Le Gaawa was sold to an

unaffiliated party. Mauritiusisatropica idand located in the Indian Ocean gpproximately 1,200 milesfrom
the east coast of mainland Africa

Theresortsin Mauritiusare marketed primarily to luxury and mid- market touristsfrom Europe and southern
Africa. Le Saint Géran and Le Touessrok offer deluxe accommodations and are acknowledged by the
European travel trade to be among the finest beach resortsin theworld. Le Saint Geran was voted "Best
Hotel of theY ear 2002" by Tatler magazinein the United Kingdom. The Conde Nast Awardsfor Tourism
recently rated Le Touessrok as the number one beach resort in the world and Le Saint Geranwas aso
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included in the top ten. La Pirogue, Le CoCo Beach, and Sugar Beach cater to mid-market and budget
travelers.

Le Saint Geran was closed in April 1999 for reconstruction and reopened in December 1999. The 175
rooms a Le Saint Geran include 162 suites, 12 rooms and an idand-stylehomevilla Le Touessok was
closed in January 2002 for renovations and is expected to re-open at the end of 2002.

Mauritius tourist industry mainly comprises visitors from Greet Britain, Germany, France, Italy and South
Africa Scheduled air service to and from Mauritius is provided through scheduled flights on numerous
arlinesincluding Air France, British Airways, Cathay Pacific, Singapore Airlines, Air India, Air Mauritius,
Condor and South African Airlines. Sun ResortsLimited isaleading resort operator at the upper end of the
market.

Pursuant to the management agreements with the Indian Ocean Resorts, we provide comprehensve
management sarvices under individual management agreementswith each of Le Saint Géran, Le Touessrok,
LaPirogue, Sugar Beach and Le CoCo Beach. The term of each of these management agreements (the
"Indian Ocean Management Agreements") continues through December 2008.

Under each of the Indian Ocean Management Agreements, we receive a management fee caculated asa
percentage of revenues (2%) and adjusted EBITDA (15%). We aso receive project-consulting fees
charged at 2.5% of the total project costs for construction and refurbishment at each resort.

The Republic of Mauritius

The Republic of Mauritius isasmdl, multi-ethnic, independent country conssting of severd idandswith a
land area of about 720 square miles. The Republic of Mauritius islocated in the Indian Ocean and hasa
population of gpproximatdy 1.1 million. The main idand, Mavuritius, liesgpproximatdy 1,200 milesoff the
east coast of mainland Africa. Theother idandsare RodriguesIdand, the Agaegaldands and the Cargados
Cargos Shods. The climate is subtropica and generdly humid. Most resdents are bilingua, speaking
English and French. Mauritius has been independent since 1968 and a republic since 1991. Presidentia

eections are held every five years and the next eection will be held in 2004.

Dubai

We earned management feesfor services provided to the Roya Mirage Hotd for the year ended December
31, 2001, 2000 and for the four months of operation in 1999 of $1.1 million, $1.2 million and $.5 million,

respectively.

In 1999, we entered into an agreement to manage the Roya Mirage Hotel in Dubai, which opened in
August 1999. The Roya Mirage Hotel isaluxury 258-room hotel built to resemble an Arabian fortresson
JumeraBeachin Duba. The agreement has aterm of twenty years from the opening of the hotd. Under
the terms of the management agreement, we receive a management fee calculated as a percentage of
revenues (1.5%) and gross operating profits, as defined (10%). The management fee schedule may be
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renegotiated after ten years. The owner of the Roya Mirage Hotel hasretained usto devel op anadditiond
240 roomsto the property, which will so be managed by us. The expansion isexpected to be completed
by December 2002.

Maldives

In July 2001, we entered into an agreement to manage Kanuhura. Kanuhurais a 120-room luxury resort
located on Kanuhuraldand inthe Ma dives, gpproximately 600 miles southwest of the southern tip of India
Under theterms of the management agreement, we receive amanagement fee ca cul ated as a percentage of
revenue (1.0%) and gross operating profit, as defined (10%). Pursuant to the management agreement, we
walved certain of these fees for the sx-month period ended December 31, 2001, and therefore, revenues

earned by usin this period were minimal.

Effective August 1, 2001, we acquired a 25% ownership interest in Kanuhura for approximately $3.8
million.

I nternet Gaming

In February 2001, we entered into an agreement with Boss Media AB to develop an internet gaming
software solution. Through awholly owned subsidiary, SunOnline, we designed our website and deveaped
and implemented systems and proceduresto exclude play from jurisdictionswhereinternet gamingisillegd,
such asthe United States. From August to December 2001, we operated the Site on atest basis without
live wagering to determine the viability of the business and the effectiveness of our sysems to maintain
compliance with dl gpplicable laws. Costs incurred during 2001 in connection with internet gaming are
included in pre-opening expenses in the accompanying consolidated statements of operations. In
September 2001, we were awarded one of thefirst three online gaming licenses granted by the Ide of Man.

In January 2002, our internet gaming subsidiary became the first Ide of Man licensee to commence live
gaming operations when it launched www.Cas noAtlantis.com, our internet wagering site. As described
under "Item 4. (A) History and Devel opment of the Company - Recent Developments', in February 2002,
we entered into an agreement with Station Casinosto sell 50% of our internet gaming subsidiary to Station
Casinos.

Florida
Our indirect wholly-owned subsidiary, Sun International Resorts, Inc. ("SIRI"), a Florida corporation,
together with its subsdiaries based in Florida, provides generd and adminidirative support services,
marketing services, travel reservations and wholesale tour servicesfor the our Paradise Idand operations.
France
Through anindirect wholly-owned subsidiary, we own atour operator company in France, Sun 'V acances.

Sun Vacances primarily services patronsin France, and offersreservations servicesfor travel to the Indian
Ocean Resorts, the Royd Mirage Hotdl in Dubal and Kanuhurain the Madives.
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Seasonality and Weather

Our business has higtorically been seasona, with the largest number of patrons visting The Bahamas and
Mauritius during late December and the firgt three months of the cendar year. Accordingly, our revenues
and operding profits have higtoricaly been higher during the first cdendar quarter than in successve
quarters. In addition, The Bahamas and Mauritius are subject to tropical westher and storms, which, if
severe, can interrupt the normal operations and affect tourism. Similarly, inclement weather can adversely
affect the revenues that we derive from Mohegan Sun as the principa means of trangportation to this
property isby automobile or bus. Higher revenues and earnings aretypicaly realized from the Connecticut
operations during the middle third of the yesr.

During the third and fourth quarter of 1999, our Bahamian operations were negatively impacted by the
effects of Hurricane Hoyd in September 1999. The property sustained gpproximately $45 million of

property damage, for which remedia work was completed by year-end 1999, and experienced anumber
of customer cancellations. Wewerefully insured for property lossand businessinterruption. We expect to
remain fully insured againg property and businessinterruption damegeresulting from sorms. However, asa
result of Hurricane Floyd, as well as substantia losses experienced by the overal insurance industry

throughout the past year, effective duly 1, 2000, weincurred substantia increasesin our insurance premiums
paid. In November 2001, Hurricane Michelle, a category one hurricane, moved through The Bahamas.
Although there was no disruption in our operations caused by the storm, our properties suffered

approximately $25 million in damage that was aso significantly covered by our insurance policies.

Competition
General

The resort and casino indudtries are highly competitive. Our destination casino resorts compete with other
resorts and casinos, including land-based, riverboat, dockside and cruise ship on-board casinos and other
forms of gaming, as well as other forms of entertainment. Our luxury resort hotels compete with other
resorts and hotels located in markets where we conduct business. We believe the ability to compete
effectively in these indudtries is based on a number factors, including the scope, quality, location ad
accesshility of facilities, the effectiveness of marketing efforts, customer service, there ative convenience of
available transportation, service and the quality and price of rooms, food and beverages, convention
facilities and entertainment.

The Bahamas

Our Paradise Idand operations compete with cruise ships and other hotelsand resorts, on ParadiseIdand,
New Providence, Grand Bahamald and and the neighboring Caribbean idands. We estimate that there are
approximately 8,500 rooms on Paradise 1dand and New Providence combined, of which gpproximately
4,000 are located on Paradise Idand, including 2,423 in hotels owned and operated by us. The Nassau
Marriott, our primary competitor in The Bahamas, is an 867-room resort and casino.
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We a so competewith The Resort and Casino at Bahamiaand Our Lucaya, both located on Grand Bahama
Idand, approximately 40 minutes by air from Paradise Idand. The Resort and Casino at Bahamiaincludes
a20,000 squarefoot casino, a965-room hotel, restaurants and other lesurefadilities. Our Lucayaindudes
a 1,350-room hotel and a new 35,000 square foot casino that is not yet open.

Connecticut

The Connecticut market is the fourth largest gaming market in the United States, with gpproximately 22
million adults within 150 miles of Mohegan Sun. Mohegan Sun and Foxwoods Resort and Casino
("Foxwoods'), a present are the only two casinos in the Connecticut market. Foxwoods has
approximately 6,600 dot machines, and for the year ended December 31, 2001 reported dot revenue of
approximately $783 million. The Oneida Nation operates a casino near Syracuse, New Y ork and other
Native American tribes in the states of New Y ork, Rhode Idand, Massachusetts and Connecticut are
seeking approva sto establish gaming operationswhich would further increase competition, particularly for
day-trip patrons. Mohegan Sun aso competes with Atlantic City and severa smal Native American
gaming fadilities throughout the northeast United States.

In Connecticut, under the triba-state compacts between the State and each of the Mohegan Tribe and the
other Native American casno in the State, Mohegan Sun is subject to a25% gaming fee on dot revenues
payable to the State of Connecticut so long as the State does not issue any further licensesfor gaming
operationswith dot machines or other commercia casino games (other than to aNative American tribe on
Native American land). InMarch 2000, two additiona Native American tribesin Connecticut, the Eastern

Pequots and the Paucatuck Eastern Pequots, received a proposed positive recommendation by the Federd

Bureau of Indians Affars (the "BIA") to recelve federd recognition astribes. The applicationsfor federd

recognition are pending and the federa district court ordered the BIA to meke afind determination on
federal recognition by early December 2001, however, the court granted the BIA asix-month extenson to
makeafina decison. If ether of thetwo tribesreceivesfederal recognition, they could seek to obtain trust
land and approvalsto conduct casno gaming in Connecticut. In addition, two other Connecticut tribeshave
filed aletter of intent to petition the BIA for federa recognition, which are being actively considered.

Mauritius

In the Indian Ocean market, we primarily competewith other resorts on theidandsin which we operate as
well as other locations offering vacations to tourists from Europe, southern Africaand partsof Ada. Sun
Resorts Limited ownsfive mgor hotelsin Mauritius. In the luxury end of the M auritian hotelsmarket, Sun
Resorts Limited owns two of the seven luxury hotels and offersatota of 375 of the gpproximately 1,000
roomsinMauritius. Sun Resorts Limited faces more competition for the middle-market LaPirogue, Sugar
Beach and Le CoCo Beach hotels.
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Maldives

Kanuhura, afive star resort, competes with other resorts on the Madivesidands aswell asother locations
offering vacations to tourists from Europe, Southern Africa, and parts of Asa  Kanuhura primarily
competes with the four other five star resorts in the Mddives. In this market, Kanuhura offers
gpproximately 23% of the 489 available rooms.

Dubai

Thepremium leisuremarket in Dubai ismainly centered on the exdusive JumeriaBeach "golden mile’, which
currently is host to seven competing five star hotels. Each hotel has its own theme and particular leisure
market niche. For example, the Royd Mirage focuses on the higher spending leisure traveler aged 40-65
seeking tranquility, the 600-room Jumeira Beach Hotd focuses on the family and group incentive market,
whilethe 500-room Roya Meridien focuses on the middle spending leisure holiday market. Royd Mirage's
258 rooms account for over 10% of the beach rooms and has adistinctive local Arabian architecture and
theme,

Certain Matters Affecting Our Bahamian Operations
Airline Arrangements

The mgority of patrons at our resorts on Paradise Idand arrive through Nassau Internationa Airport
located on New Providence Idand. This large facility is served by severd cariers offering scheduled jet
service from New York, Atlanta, Toronto, Miami and other cities. Ground transportation isfacilitated by
two bridges linking Paradise Idand and New Providence Idand.

Union Contract Arrangements

In The Bahamas, approximately 3,900 employees are represented by The Bahamas Catering and Allied
Workers Union (the "Union"). The Bahamian Operations participate in The Bahamas Hotd Employers
Asociation (the" Association™), which representsresort operatorsin the Paradise |9 and-New Providence
Idand area. The Association's existing contract with the Union expires January 1, 2003. Labor relaionsin
The Bahamas have not been stable over the last few years with occasiond work stoppages occurring, not
only at Atlantis, but dso at publicly run entities, such as the Bahamian Electric Corporation and Bahamas
Telephone Company. Asthe country'slargest private employer, we are often the target of 1abor disputes.

Casino License

Paradise Enterprises Limited, ("PEL"), a subsdiary that is part of the Bahamian Operationsis currently
licensed to operate the Atlantis Casino under the Bahamian Gaming Act (the"Gaming Act"). In accordance
with Bahamian casino licensing requirements, PEL is obligated to have its casino license renewed annualy
by the Gaming Board. In addition, other than an existing contingent obligation to grant two casino licenses,
the Bahamian Government agreed that it will grant no new casino licenseswith repect to gaming operations
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on Paradise Idand or New Providence Idand until 2013, provided that our Bahamian Operationsachieve
75% of our projected minimum employment growth of 2,000 full-time jobs in connection with our
expanson and development plans by year ten of the renewd period. The current level of employment at
our Bahamian Operations meets this condition.

Basic License Fee

Currently, the Gaming Act providesfor taxes on casino revenues congsting of an annua basic licensefee of
$200,000.

Casino Win Tax

In replacement of the higher gaming taxes and fees previoudy payable, the Bahamian Government agreed,
beginning January 1, 1998 until December 2018, to set annual casino licensefeesat $100,000 per thousand
square feet of casino space, plus aminimum annua casino win tax of $4.3 million on dl gaming winup to
$20 million and 10% on dl gaming win over $20 million. Additionaly, during the 11 years beginning 1998,
the Bahamian Government agreed to reduce the annua casino licensefeesby $5 million and reduce by 50%
the win tax to be paid on gaming win over $20 million. These terms are subject to an agreement with the
Bahamian Government described below under "Heads of Agreement”. Asdescribed below, effective July
1, 2000, these additional incentives are not currently redlized.

Thefollowing table summarizes, for the periods shown, the taxes and fees paid or accrued by our Bahamian
Operations under the Gaming Act and certain agreements with the Bahamian Government:

Y ears Ended December 31,

2001 2000 1999
Casnowin $10,749,000  $10,719,000  $9,631,000
Basic license and operating fees 200,000 200,000 200,000
Total $10,949,000  $10,919,000  $9,831,000

Heads of Agreement

We have an agreement with the Bahamian government, which werefer to asthe Heads of Agreement, that
governsour gaming taxesand feesin The Bahamas and provides uswith certain tax incentivesto encourage
usto further expand Atlantis. Under this agreement, we currently pay an annud licensefee of $100,000 per
thousand square feet of casino space, aminimum annua casino win tax of $4.3 milliononal gamingwinup
to $20.0 million and a 10% gaming tax on dl gaming win over $20.0 million. Subject to the condition
described below, the agreement also provides for tax incentives consigting of a $5.0 million reduction of
annud casino licensefeesand a50% credit againgt dl win tax on win over $20.0 million until 2009. Thistax
structure became effective January 1, 1998.
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In order to secure the tax incentives, we were obligated to begin congtruction of at least 562 roomson
Paradise Idand in place of the Pirate's Cove Beach Resort (a 562-room hotel on Paradise|dand) whichwe
demolished during the fourth quarter of 1998. We had plans for an additiona 700-room Phasel11 hotel

project at Atlantis, which would have satisfied this condition. However, congdering its available

development resources and dternative uses of capital, we postponed this project. As aresult, in June
2000, wewere natified by the Bahamian Government that these additiona incentiveswould not becurrently
redized. Effective duly 1, 2000, as described below, the casino win tax reverted back to the structurein

place prior to January 1, 1998, as follows: there is no change in the win tax on gaming win up to $20
million, however, we incur 12.5% win tax on gaming win between $20 million and $120 million, and 10%
win tax on gaming win in excess of $120 million. The $5 million annua reduction of fees Hills applies,

however, in lieu of the 50% credit on win tax to be paid on gaming win over $20 million, wewill receivea
45% credit on win tax to be paid on gaming win between $20 million and $120 million. The effect of these
changesis expected to gpproximate a$3 million per year increasein gaming wintax. Under our agreement
with the Bahamian Government, the additiona tax incentiveswill be prospectively reingated inthe event we
begin congtruction of these additiona rooms. Currently, we are considering proceeding with the Phase 111

development, which is expected to be a 1000-room hotel that will cater to the middle market customer
segment.

The agreement dso provides for a new five-year joint marketing agreement, pursuant to which the
Bahamian Government shal match our contribution, up to $4.0 million annudly, toward the direct costs
related to staging certain marketing events, public reations activities and the production and placement of
advertissmentsin al media

Pursuant to the Heads of Agreement, SIIL has agreed to control a mgority of our Board of Directors
through June 30, 2004. Asdescribed in "Item 7 - Mgor Shareholders and Related Party Transactions—
Redtructuring of Relaionship with Mgority Shareholder”, SIIL has been dissolved. However, in
accordance with this restructuring, the term of our current directors has been extended until our annua
generd shareholders meeting in 2004, which we believe will stisfy this requirement.

The Commonwealth of The Bahamas

The Commonwesdlth of The Bahamas had a population of gpproximately 300,000 in 2001. The Bahamas
includesapproximately 700 idands, 29 of which areinhabited, and extendsfrom east of the Horidacoast to
just north of Cubaand Haiti. Over 60% of the population lives on New Providence Idand, where Nassau,
the capital of The Bahamas, islocated. The Bahameas firgt obtained internd self-government in 1964 and
became an independent nation within the British Commonwedthin 1973. Thefirg dectionsunder universa

adult suffrage were held in November 1962. The former government was first eected in 1992 and re-

elected in March 1997, having succeeded a government that was in power for over 20 years. Most
recently, on May 2, 2002 generd dectionswere held and anew government installed including anew Prime
Minigter and Deputy Prime Minigter. The officid language is English.

The currency of The Bahamas has been tied to the U.S. dollar since 1970 with an officid exchangerate of
U.S. $1.00 equal to 1.00 Bahamian dollar.
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TheMinistry of Tourism spends over $35 million annualy to promote The Bahamas and in recent yearsthe
government has made large investmentsin the expansion of both Nassau Harbor and Nassau Internationa
Airport.

Salesand M arketing

Our marketing god is to drive demand direct from the consumer through high profile public rdations,
publicationsand specid events promotionsand advertisng. To support our operationsin The Bahamas, we
maintain an inventory of rooms for distribution through our tour operator, PIV, Inc. For the year ending
December 31, 2001, PIV, Inc. generated tour operations revenues of gpproximately $33.2 million as
compared to $36.3 million for 2000. Similarly our operationsin the Mauritius, Dubai and the Madivesare
supported through our own network of European marketing offices. In addition, we channd distributionfor
al of our operationsthrough primary wholesdersin thetravel agent community with afavorable commisson
structure.

We spent gpproximately $20 million in 2001 on sdes and marketing for our operation in The Bahamasand
expect to spend asimilar amount in 2002. Pursuant to the Heads of Agreement, described above under
"Certain Matters Affecting Our Bahamian Operations-Heads of Agreement”, we receive $4.0 million per
year from the Bahamian Government toward the direct cods related to certain marketing events, public
relations activities and the production and placement of advertisement in al media through 2003.

Certain Matters Affecting Our Connecticut Operations
Regulation

The Mohegan Tribe is a federdly recognized Native American Indian tribe with gpproximately 1,100
members, whose federal recognition became effective May 15, 1994. In May 1994, the Mohegan Tribe
and the State of Connecticut entered into a gaming compact to authorize and regulate Class 111 gaming
operations (dot machines and table games). Under thistriba-state compact, Mohegan Sunissubjecttoa
25% gaming fee on dot revenues payable to the State of Connecticut so long as the State does not issue
any further licensesfor gaming operationswith dot machines or other commercia casino games (other than
to a Native American tribe on Native American land). TCA managed the development and construction
and, until December 31, 1999, managed the operation and marketing of Mohegan Sun.

Each of the partnersof TCA and certain employees of Mohegan Sun must belicensed by rdevant triba and
date authorities. Each of the partners of TCA has received a gaming license from the Commissioner of

Revenue Services of the State of Connecticut. In addition, gaming licenses or management agreementsheld
or subsequently acquired by us pursuant to applicable law and regulations, including the IGRA and the
Nationd Indian Gaming Commission (the"NIGC") regulations, may requirereview, goprova or licensing of

any person or entity directly, or indirectly possessing or acquiring 10% or more of our equity securities (a
"Substantia Interest™). The NIGC may be required to review and gpprove any such person or entity and
make afinding of suitability pursuant to the IGRA and NIGC regulations. If the NIGC wereto determine
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that a person or entity holding a Subgtantia Interest in a gaming management agreement was unsuitable,
prior gpprova of the management agreement could be revoked, subsequent approva sor renewals could be
blocked and certain required gaming licenses could be suspended, rescinded or denied.

Priority Payments

Pursuant to subcontractsfor management services, organization and adminigtrative services and marketing
servicesprovided to TCA, prior to January 1, 2000 we received certain priority paymentsfrom TCA. Each
of these priority payments was paid from TCA's management fees prior to the pro rata distribution to
TCA's partners of TCA's profits. Furthermore, for seven years beginning January 1, 2000, TCA paysus
thefirst $5.0 million of the profitsit receives each year pursuant to the reinquishment agreement asapriority
payment prior to making pro rata distributions to its partners

Waiver of Sovereign | mmunity

Pursuant to the Management Agreement and the Rdlinquishment Agreement, the M ohegan Tribe haswalved
sovereign immunity for the purpose of permitting, compelling or enforcing arbitration and has agreed to be
sued by TCA in any court of competent jurisdiction for the purpose of compelling arbitration or enforcing
any arbitration or judicia avard arisng out of TCA's agreement with the Mohegan Tribe. The partieshave
agreed that dl disputesand clamsarising out of TCA's agreement with the Mohegan Tribe or the Mohegan

Tribe's gaming ordinance will be submitted to binding arbitration, which shal be the sole remedy of the
parties, and that punitive damages may not be awarded to either party by any arbitrator. The Mohegan

Tribéswaiver of sovereign immunity islimited to enforcement of monetary damages from undistributed or
future net revenues of Mohegan Sun (or, under certain conditions, net revenues of other gaming operations
of the Mohegan Tribe). Funds earned and paid to the M ohegan Tribe as the Mohegan Tribe's share of net
revenues prior to any judgment or award are not subject to thewaiver and would not be availablefor levy
pursuant to any judgment or award.

Gaming Disputes Court

The Mohegan Tribe's Condtitution (the "Mohegan Congtitution") provides for the governance of the
Mohegan Tribe by atriba council, inwhich thelegidative and executive powers of the Mohegan Tribeare
vested, and a condtitutiona review board. On July 20, 1995, the tribal council enacted atriba ordinance
creating the Gaming Digputes Court (the "Court"), which is composed of atria and an appdlate branch.
The Mohegan Conditution and the tribd ordinance establishing the Court give the Court exclusve
jurisdiction for the Mohegan Tribe over dl disputesand controversesrdated to gaming between any person
or entity and the MTGA, the Mohegan Tribe or TCA.. The Court has been authorized by the Mohegan
Condtitution to cons st of at least four judges, none of whom may be members of the Mohegan Tribe and
each of whom must be ether a retired federd judge or Connecticut Attorney Trid Referee (whoisan
attorney appointed by the Connecticut Supreme Court).



New Jersey Gaming Regulation

Asaresult of the Resorts Atlantic City Sdle, effective April 25, 2001, we no longer operate acasno in
Atlantic City. However, asthe lessor of red estate in Atlantic City to Colony, SINA isrequired to
maintain a caano service indudry license.

Environmental Matters

We are subject to federd, state and locd laws and regulations that (i) govern activities or operations that
may have adverse environmentd effects, such as discharges to air and water as well as handling and
disposd practicesfor solid and hazardous wastes, and (ii) impose liability for the costs of cleaning up, and
certain damages resulting from, past spills, disposals or other releases of hazardous substances (together,
"Environmentd Laws'). From time to time, our operations have resulted or may result in certan
noncompliance with applicable Environmenta Laws. However, we believe that any such noncompliance
would not have amaterid adverse effect on the our financid position, results of operations or cash flows.

The Mohegan Sun site was formerly occupied by UNC, a navd products manufacturer of, among other
things, nuclear reactor fue components. UNC's facility was officially decommissoned on June 8, 1994,
when the Nuclear Regulatory Commission (the "NRC") confirmed that dl licensable quantities of specid
nuclear materid ("SNM") had been removed from the Mohegan Sun site and that any resdud SNM
contamination was remediated in accordance with the NRC- gpproved decommissioning plan.

From 1991 through 1993, UNC commissioned an environmenta consultant to perform a series of
environmenta assessments on the Mohegan Sun Site, including extensive soil investigations and groundweter
monitoring. The environmenta assessments detected, among other things, volatile organic chemicds, heavy
metalsand fuel hydrocarbonsin the soil and groundwater. Extensive remediation of contaminated soilsand
additiond investigations were then completed. Although the Mohegan Sun ste currently meets applicable
remediation requirements, no assurance can be given that the various environmenta assessments with
respect to the Mohegan Sun ste reveded dl existing environmenta conditions, that any prior owners or
tenants of Mohegan Sun stedid not creste any materid environmental condition not known to the Mohegan
Gaming Authority, thet future laws, ordinances or regulations will not impose any materid environmenta
liability or that amateria environmenta condition does not otherwise exist on the Mohegan Sun site. Future
remediation may be necessary if excavation and construction exposes contaminated soil, which has
otherwise been deemed i solated and not subject to cleanup requirements. Such remediation could adversdy
impact the results of operations of Mohegan Sun and therefore our results of operations and financia
conditions.

In addition, the Environmental Protection Agency (the "EPA") has named a predecessor to SINA asa
potentidly responsible party ("PRP") under the Comprehensive Environmental Response, Compensation
and Liability Act of 1980 ("CERCLA") for the cleanup of contamination resulting from past disposds of
hazardouswaste & the Bay Drum sitein Florida, to which the predecessor, among others, sent wasteinthe
past. CERCLA requires PRPsto pay for cleanup of sites at which there has been arelease or threatened
release of hazardous substances. Courts have interpreted CERCLA to impose dtrict, joint and severd
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ligbility upondl personsliable for cleanup costs. As a practica matter, however, a stes where there are
multiple PRPs, the cogts of cleanup typicaly are alocated among the parties according to avolumetric or
other sandard. Because we have only limited information at thistime regarding this Ste and the wastes sent
toit by the predecessor, we are unable to determine the extent of our potentid liability, if any, a thisSte.

(C) Organizational Structure

In July 2001, we announced the restructuring of our former maority shareholder, SI1L, and the resol ution of
certain matters with SIIL and certain of its shareholders (collectively the "Reorganization™). SlIL's
shareholderscurrently beneficidly own gpproximately 58% of our Ordinary Shares. SIIL wasitsdf owned
in equa thirds by Kersaf, Caledonia and WLG. SIIL previoudy was governed by a shareholders
agreement pursuant towhich al magor decisonsof SI1L required the unanimous consent of its shareholders.

In connection with the Reorganization, anong other things, SIIL was dissolved and the shareholders
agreement governing SIIL was terminated. Accordingly, SlIL's shareholders have obtained direct
ownership of their Ordinary Shares. In addition, SIIL's shareholders have agreed to, among other things,
certain sanddtill provisonsin effect through June 2006, pursuant to which each of them will refrain from
proposing or consummeting certain extraordinary corporate transactionsinvolving the Company, including
any merger or the sdle of substantidly al our assets. Pursuant to a registration rights and governance
agreement, we granted certain registration rightsto SlIL's shareholders in respect of the Ordinary Shares
held by them, and Kersaf has agreed to sdll not less than two million of its Ordinary Sharesin aregistered
public offering before June 30, 2002, subject to certain extensions. Kersaf operates a number of hotd,
casino and resort propertiesin southern Africa under the Sun International name and there has been some
confusion regarding the use of the Sun Internationa name by both Kersaf and us. We agreed that, after a
trangtion period not to exceed oneyear from June 30, 2001, wewill cease usng thenames " Sun” and " Sun
Internationd”.

Sat forth below isatable liging our Sgnificant subsidiaries:

Country of % of
Name of Company I ncor poration Owner ship*
Aberdeen Management Limited Channd Idands 100%
Idand Hotel Company Limited The Bahamas 1)
Paradise Beach Inn, Limited The Bahamas 4
Paradise Enterprises Limited The Bahamas Q)
Paradise Idand Limited The Bahamas 1)
PIV, Inc. United States (3)
Purposeful BV Netherlands (5)
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Country of % of

Name of Company I ncor poration Owner ship*
Sun Cove Limited United States 2
Sun Cove New York, Inc. United States 2
Sun Hotds Internationa (Bermuda), Limited Bermuda 100%
Sun Hotels International Management NV N. Antilles 100%
Sun International Bahamas, Limited The Bahamas 100%
Sun International Development Limited The Bahamas 1)
Sun International Management Ltd. British Virgin Idands 100%
Sun Internationa Management (UK) Ltd. United Kingdom 100%
Sun Internationd Marketing, Inc. United States 2
Sun International New Y ork;, Inc. United States 2
Sun International North America, Inc. United States 100%
Sun International Resorts, Inc. United States 2
Sun Vacances SA France (6)
Sunonline Limited The Bahamas 100%

* 06 Voting Power equals % of Ownership

(1) 100% owned by Sun International Bahamas, Limited

(2) 100% owned by Sun International North America, Inc.

(3) 100% owned by Sun International Resorts, Inc.

(4) 100% owned by Paradise Idand Ltd.

(5) 100% owned by Sun Hotds International Management NV
(6) 100% owned by Purposeful BV

(D) Property, Plant and Equipment

Our headquarters and registered office are located at Executive Offices, Cord Towers, Paradise Idand,
The Bahameas.
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As of December 31, 2001 we own or lease properties in The Bahameas, the United States, the United
Kingdom and France. Set forth below isatable listing our principa properties.

Owned Extent
Name and or Principal Utilized
L ocation L eased Use Size Capacity Year 2001
Atlantis Owned  Hotel/Casino 117 acres 2,317 7%
Paradise Island, The Bahamas Rooms Occupancy
Ocean Club Owned Hotel/Casino 35 acres 106 57%
Paradise Island, The Bahamas Rooms Occupancy
Ocean Club Golf Course Owned Golf Course 209 acres N/A N/A
Paradise 1sland, The Bahamas
Undeveloped Land Owned  Future 100 acres N/A N/A
Paradise Idand, The Bahamas Development
Undeveloped Land Owned (1) 23 acres N/A N/A
Atlantic City, New Jersey
SIRI Leased  Administrative 58,000 400 100%
Ft. Lauderdale, Florida and Marketing square Employees
Office and Travel feet
Agency

(1) Approximatdy 13 acresareincluded in the Atlantic City Option, and effective April 25, 2001, welease
this property to Colony for $100,000 per month. All other land that we own in Atlantic City isavailablefor
se.

In addition to the properties|isted above, we own gpproximately 50 acreson Paradise Idand that isutilized
for roads and utilities. We lease severd smal administration offices throughout various locations in the
United States that are utilized for marketing purposes. The number of employeesat each of these officesis
lessthanten. Weleaseasmall adminigrative officein Oxfordshire, United Kingdom, aswell astwo offices
in Paris, France, which Sun Vacances uses as atravel agency and marketing office. We dso lease office
gpace outside of Frankfurt, Germany, which we use as a marketing office.

The mgority of the property we own serves as collaterd to our long-term debt.
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS
(A) Operating Results
Consolidated Results

2001 vs. 2000 Werecorded net income of $31.7 millionin 2001 compared to anet loss of $119.1 million
in 2000. In 2001, net income included the fallowing non:recurring items. anet gain onthe sde of luxury
homesites at Ocean Club Edtates, on Paradise Idand, The Bahamas, of $6.9 million, pre-opening expenses
of $6.9 million related to our internet gaming operations and the opening of the Ocean Club Golf Course
and restructuring costs of $5.7 million related to severance costs incurred as a result of the termination of
employeesat Atlantisin the aftermath of the September 11 terrorist attacks. 1n 2000, the net lossincluded
certain non-recurring items, as follows: a $229.2 million write-down of the Resorts Atlantic City property
and related option to their net redizable vaue, $11.2 million of purchase termination cogts related to the
termination of our agreement to acquire the Desert Inn, $7.0 million of transaction codts incurred in

connection with our sdf-tender offer in June 2000 and the termination of aproposa by our former mgjority
shareholder to acquire dl of our outstanding ordinary sharesthat it did not dready own and $7.6 millionof
pre-opening expenses related to the expans on of Ocean Club Estates and the opening of the golf course at
Ocean Club Edtates.  Also in 2000, we recorded a net gain of $76.4 million from the sde of luxury

homesites at Ocean Club Estates. Excluding these nortrecurring items, we earned net income of $37.4
million in 2001 and $59.6 million in 2000. As described below under "Atlantic City," the results of

Resorts Atlantic City are not included in our consolidated results of operationsfor the year 2001, whereas
they are included in the year 2000. Net revenues in 2001, excluding the sdle of lots a& Ocean Club
Egtates, were $523.3 million as compared to $518.1 million, excluding the sale of lots a Ocean Club
Estatesand revenuesearned a Resorts Atlantic City, in 2000. Operating expenses excluding nor reouning
items were $441.9 million in 2001 versus $422.3 million, excluding Resorts Atlantic City, in 2000. The
reduction in net income as compared to last year was largely due to a decline in earnings in the third and
fourth quarter of 2001 as aresult of the September 11 terrorist attacks. These variances are described in
more detail below under "Segment Results'.

2000vs. 1999. Werecorded anet lossof $119.1 millionin 2000 compared to net income of $69.8million
in 1999. The net loss in 2000 reflected the non-recurring items described above. Net income in 1999
included the write-off of $5.4 million of pre-opening expenses related to the 1999 renovation of Resorts
Atlantic City. Net revenues in 2000, excluding the sale of homesites at Ocean Club Estates, were $776.0
million as compared to $739.0 million in 1999. Operating expenses excluding non-recurring items were
$672.2 millionin 2000 versus $619.1 millionin 1999. Excluding nontrecurring items, we earned net income
of $59.6 million and $75.2 million in 2000 and 1999, respectively.
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Segment Results

Segment results stated below conform to the Segment Information included in Note 18 of Notes to
Consolidated Financia Statements included in this Annual Report.

Paradise ISand

2001 vs. 2000. Our Paradise 1dand operations generated income from operations of $68.2 millionin2001,
as compared to $85.7 million in 2000. Our largest property on Paradise Idand is Atlantis. The dedinein
operating earnings of $17.5 million, or 20.4% was largdly due to the effect of the September 11 terrorist
attacks, which resulted in reductionsin earnings generated by the casino and rooms operations, compared
to 2000, of $9.8 million and $3.2 million, respectively. In addition, operating earnings in 2001 were
negatively impacted by an increase in depreciation costs of $7.6 million and anincreasein sdling, genera
and administrative expense of $3.6 million. These items were partidly offset by $2.0 million of business
insurance proceeds received in 2001 in connection with HurricaneMichdleand anincreasein earningsfrom
other casno/hotel related items none of which wereindividudly sgnificant. Although Atlantisachieved a4%
increase in its average daily roomrate to $252, occupancy in 2001 declined to 77% compared to 83%in
2000 due primarily to the effects of the September 11 terrorist attacks. For thefirst eight months of 2001,
occupancy and average daily roomrate at Atlantis were 91% and $262, respectively, compared to 89%
and $251, respectively, in the same period of 2000. After September 11, Significantly reduced discretionary
gpending, disruptionsinarlinetravel and cancellation of business conventionshad amaterid adverseimpact
onour occupancy a Atlantis for the remainder of the year. As a result, earnings over the twelve
month period were negatively impacted.

The Atlantis casino generated gaming win of $116.5 millionin 2001 as compared to $132.1 million in2000.
The decrease in revenues for the twelve month period, partidly offset by a decrease of $5.8 millionin
gaming expenses, resulted in anet decline of $9.8 million (or 15%) in casino operating earnings. In 2001,
table gamewin of $68.5 million reflected adecrease of $12.9 million (or 15.8%) asa result of adecreasein
hold percentage in table games (ratio of table game win to dollar amount of chips purchased) aswell asa
decrease in table game drop (the dollar amount of chips purchased). The table game hold percentage
decreased from14.2% in 2000 to 13.1% in 2001. Table gamedrop was|ower by $48.8 million (or 8.5%)
as compared to 2000. Slot win of $48.5 million in 2001 reflected a $2.9 million decrease (or 5.6%) as
compared to 2000. This was primarily due to a decrease in dot hold percentage from 9.7% in 2000 to
9.2% in 2001. The decrease in gaming expenses was mainly due to reduced promotional expenses,
particularly after September 11, asfewer complimentary serviceswere provided due to areduced number
of casino patrons.

Theincreasein depreciation expense in 2001 was mainly aresult of the newly renovated Ocean Club Golf
Course and Club House and the addition of 50 luxury rooms and suites a the Ocean Club Resort, both of
which opened shortly after the beginning of 2001.

Selling, generd and adminigtrative expenseincreased in 2001 due to higher marketing costs of $4.4 million
for increases in nationd advertising, the mgority of which occurred after September 11, higher insurance
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cogts of $3.4 million dueto increasesin premiumsand higher information technology costs of $2.8 million.
Theseincreaseswere partidly offset by decreasesin payroll and miscelaneous costsin theamount of $7.0
million. We diminated gpproximately 250 employee positions as part of our cost containment program
during the fourth quarter of 2001.

2000 vs. 1999. Our Paradise Idand operations generated income from operations of $85.7 millionin2000,
ascompared to $93.6 millionin 1999. Atlantis achieved an average occupancy of 83%, compared to 81%
in 1999, and the average daily room rateincreased by 15% from $211in 1999 to $242 in 2002. Whilewe
experienced growth in the contribution to operating earnings from the rooms and food and beverage
operations on Paradise |dand, adecreasein earnings generated by the casino and increased sdling, generd

and adminigtrative costsresulted in the lower income from operations. The casno generated gaming win of

$132.1 millionin 2000 as compared to $130.5 millionin 1999. While casino revenuesincreased dightly, the
overdl contribution to operating earnings from the casino in 2000 decreased by $10.4 million as compared
to 1999. Higher casino operating expenses, which included promotiona and marketing cogts, resulted in

increased play in the casino, the effects of which werenot fully beneficidly redlized dueto adeclineintable
hold percentage in table games. In 2000, table game win of $31.3 million, a decrease of $1.2 million (or
1.5%), wasthe result of adecreasein table hold percentage from 16.1% to 14.2% which more than offset
an increase of $58.2 million (or 11.3%) in table game drop. Slot win of $50.8 million reflected anincrease
of $2.7 million (or 5.6%) as compared to 1999, which resulted from an increase in dot handle (dollar

amount wagered) of $31.7 million (or 6.3%).

Sdling, generd and adminidtrative expense increased by $3.3 million (or 14.4%) in 2000 as compared to
1999. We experienced increases in cogts related to information technology and process re-enginesring
projects in an effort to improve operationa efficiency, computer systems and the gathering of marketing
information. Sales and marketing costsincreased primarily due to more specid eventson Paradise Idand.
We dso incurred additiona cogts in windstorm insurance premiums as aresult of the effects of Hurricane
Floyd, which passed within 60 miles of Paradise Idand, in September 1999 aswell as overal premium
increases experienced by the industry.

In the fourth quarter of 1999, operations a Atlantis were negatively impacted by the continuing effects of
Hurricane Foyd, which occurred in September 1999. During the fourth quarter of 1999, the average
occupancy at Atlantiswas 74% with an average room rate of $204. We recorded net revenues in 1999 of
$14.2 million from business interruption insurance recovery associated with the hurricane.

Harborside at Atlantis

In 1999, through one of our Bahamian subsdiaries, weformed ajoint venture with Vigtana, a subsdiary of
Starwood, to develop atimeshare project on ParadiseIdand, Harborside at Atlantis, adjacent to Atlantis.
We and Vigtana each have a 50% interest in the joint venture. Construction of 82 two bedroom unitswas
completed by February 2001 and sdes of the timeshare units began in May 2000.

In 2001, we earned $1.4 million in marketing fees, as compared to $0.9 million in 2000. In addition, in
2000, we earned $2.5 million in fees for development services provided to Harborside at Atlantis. Equity
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earningsin 2001 were $0.5 million as compared to $0.8 millionin 2000. We did not earn marketing and
development fees or equity earnings in 1999 related to Harborside a Atlantis.

Atlantic City

2001 vs. 2000. We completed the sale of Resorts Atlantic City on April 25, 2001. As of December 31,
2000, we accounted for Resorts Atlantic City asan investment held for sale and the | oss resulting from the
write-down of Resorts Atlantic City to its net redizable vaue was recorded during the fourth quarter of
2000. Accordingly, asof January 1, 2001, the operations of Resorts Atlantic City were no longer included
in our consolidated financial statements.

2000 vs. 1999. In 2000, Resorts Atlantic City generated income from operations of $7.6 million
as compared to a loss of $0.3 million in 1999. The increase in operating earnings was a result of
increased earnings from the casino. Net revenues in 2000 included gaming win of $235.8 million, an
increase of $14.8 million (or 6.7%) from gaming win of $221.0 million in 1999. Table game revenuesin
2000 increased by $8.2 million (or 12.7%) primarily due to an increase in table hold percentage to
15.5% from 14.1%in 1999 and to alesser extent an increase of $12.2 million (or 2.7%) intable game drop
as compared to 1999. Slot revenuesin 2000 increased by $6.1 million (or 3.9%) compared to 1999 due
to an increase in dot handle of $241.1 million (or 14.3%), patidly offsst by a decrease in dot
hald percentage to 8.3% in 2000 from 9.2% in 1999. The average number of dot units in operation
during the year 2000 was 2,298 as compared to 2,033 in 1999. Commencing in February 1999, we had
taken out of service and/or removed from the floor as many as 800 dot units a a time during the
renovation of Resorts Atlantic City, which was completed in early July 1999. Gaming cogts and expensesin
2000 increased by $6.0 million (or 3.8%) ascompared to 1999. Thisrepresented higher cogts attributable
to increased gaming revenues compared to the prior year, principaly promotional expenses, labor costsad
casno win tax. Patidly offseting the increased earnings from the casno was a reduction in
other casno/hotel revenues compared to the prior year. This was manly due to decreased
entertainment revenues as there were fewer headliner acts at Resorts Atlantic City in 2000 compared to
1999.

Connecticut

We have a 50% interest in, and are a managing partner of, TCA, a Connecticut general partnership that
developed and, until January 1, 2000, managed Mohegan Sun. TCA managed Mohegan Sun from its
opening in 1996 to December 1999 pursuant to a management agreement from which TCA earned
management fees based on a percentage of Mohegan Sun's earnings after depreciation and interest.

In 1998, the Mohegan Tribe appointed TCA to developitscurrent $1.0 billion expansion of Mohegan Sun
for adevel opment fee of $14.0 million. The expansion includes an additional 119,000 squarefoot casino, a
34-story 1,200-room hotel, 100,000 sgquare feet of convention space, a 10,000-seat arena, as well as
additional parking and retail space. The new casino opened in September 2001, the convention spaceand a
mgjority of the roomsin the hotel opened in April 2002 and the remainder of the expansion is expected to
be opened by June 2002. In addition, TCA and the Mohegan Tribe entered into the Reinquishment
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Agreement whereby it was agreed that effective January 1, 2000, TCA would turn over management of
Mohegan Sun as expanded to the Mohegan Tribe. Pursuant to the Rdinquishment Agreement, the
Management Agreement wasterminated and, commencing January 1, 2000, TCA receives annud

payments of five percent of the gross revenues of Mohegan Sun for a 15-year period. The payments
received by TCA in 2001 and 2000 under the Relinquishment Agreement contributed lessincomethan was
previoudy earned under the Management Agreement. However, the Relinquishment Agreement will expire
at the end of 2014, whereasthe Management Agreement wasto expirein 2003. In addition, feesreceived
pursuant to the Relinquishment Agreement have increased since 2000 as a result of increasing gross
revenues of Mohegan Sun.

2001 vs. 2000. During thefisca year ended September 30, 2001, M ohegan Sun generated gross revenues
of $858.0 million as compared to $309.3 million in fisca 2000, an increase of 9.4%. Gross revenues
induded gaming win of $751.0 million and $709.6 million in fisca 2001 and fisca 2000, respectively. In
2001, TCA received payments under the Rdlinquishment Agreement of $52.7 million as comparedto $41.0
million in 2000. We recorded income from TCA of $27.4 million and $19.8 millionin 2001 and 2000,
respectively. During 2000, we aso earned development fees of $3.8 million from TCA.

2000 vs. 1999. During thefisca year ended September 30, 2000, M ohegan Sun generated gross revenues
of $809.3 million as compared to $725.5 million for the comparable period in 1999. Gross revenues
included gaming win of $709.6 million and $641.1 million for thefisca year ended September 30, 2000 and
for fiscd 1999, respectively. In 2000, TCA received payments under the Relinquishment Agreement of
$41.0 million ascompared to $59.6 million of management fees earned in 1999 under the former
management agreement. We received paymentsfrom TCA of $19.8 million and $32.6 millionin 2000 and
1999, respectively. We aso earned development fees of $3.8 million and $6.7 million in 2000 and

1999, respectively.
Sun Resorts Limited Equity Ownership

Through June 16, 2000, we owned a22.8% interest in Sun Resorts Limited. Effective June 16, 2000, Sun
Resorts Limited issued additiona shares of stock under arights issue in which we did not participate,
effectively reducing our ownership interest to 20.4%. Sun Resorts Limited ownsfive beach resort hotelsin
Mauritiusand, until late 2000, owned one hotel in the Comoro Idands. In November 2000, the property in
the Comoro Idandswas sold to an unaffiliated party. Equity earnings from Sun Resorts Limited were $3.3
million, $3.4 million and $2.6 million in 2001, 2000 and 1999, respectively.

Kanuhura Equity Ownership
Effective August 1, 2001, we acquired a 25% interest in Kanuhura for $3.8 million. Kanuhuraisa 110-
room luxury hotd located on Kanuhura Idand in the Madives, 600 miles southwest of the southerntip of

India. During the five months ended December 31, 2001, we recorded an equity lossin Kanuhuraof $0.7
million.
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Indian Ocean, Dubai and Maldives Management Contracts

We havelong-term management contractswith Sun ResortsLimited's Mauritian propertiesand Kanuhura,
which expirein 2008 and 2026, respectively. In addition, we manage the Roya Mirage Hotel, a258-room
beach resort hotel on JumeiraBeach in Dubai, United Arab Emirates, which opened in August 1999. The
Duba management contract expiresin 2019. The hotels in Mauritius, dong with Kanuhuraand the Royd
Mirage, are collectively referred to as the Management Properties.

2001 vs. 2000. In 2001, the M anagement Properties generated revenues of $124.8 million as comparedto
$133.7 million in 2000 and had net income of $22.3 million compared to $23.8 millionin 2000. Revenues
and net income for 2001 include the results of Kanuhurafor the five months period during 2001 following
our acquisition of an interest in the property. The 6.6% decrease in revenues was a result of reduced
revenues from Sun ResortsLimited. This was primarily dueto the deva uation of the Mauritian Rupeeto the
U.S. dallar. In addition, in 2000, Sun Resorts Limited earned revenues from its property in the Comoro
Idands, which was sold in November of that year. The decrease experienced at Sun ResortsLimited was
patidly offset by revenues earned at Kanuhura for the five months ended December 31, 2001. The
decreasein net income of the Management Propertieswasaresult of anet lossincurred a Kanuhuraduring
the five months ended December 31, 2001, partidly offset by dight increases in earnings at Sun Resorts
Limited and Dubai properties. For Sun Resorts Limited, net income was higher than in 2000 primarily due
to areduction in interest costs that more than offset the effect of the devauation of the Mauritius Rupee.

In 2001, the occupancy and average daily room rate for Sun Resorts Limited's Mauritian properties were
77.0% and $162, as compared to 83.1% and $160 in 2000. At the Roya Mirage Hotel in Dubal, the
occupancy and average daily room ratein 2001 were 72.1% and $226, as compared to 81.7% and $202
in 2000. At Kanuhura, the occupancy and average daily room rate for the five months ended December 31,
2001 were 44.2% and $224.

In 2001, we earned management feesfrom the Management Properties of $8.0 million as comparedto $8.7
million in 2000, a decrease of 8.0%.

2000 vs. 1999. In 2000, the M anagement Properties generated revenues of $133.7 million as comparedto
$92.9 millionin 1999 and earned net income of $23.8 millionin 2000 comparedto $12.4 millionin 1999.
The increased earnings were largely aresult of higher operating profits from Le Saint G’ eran, ahigh-end
luxury hotel in Mauritius, which operated for the full year in 2000, whereasin 1999 the hotel wasclosed in
April for renovations and did not reopen until December. In addition, as noted above, the Roya Mirage
Hotel in Dubal commenced operationsin August 1999 and thus operated for afull year in 2000 compared
to four monthsin 1999.

In 2000, the occupancy and average daily roomratefor Sun ResortsLimited's Mauritian properties were
83.1% and $160, as compared to 82.3% and $131 in 1999. At the Roya Mirage Hotel in Dubai, the
occupancy and average daily room rate in 2000 were 81.7% and $202 as compared to 67.7% and $185
for its first four months of operation in 1999.



In 2000, we earned management fees from the Management Properties of $8.7 million as comparedto $6.2
million in 1999. We aso earned development fees of $0.8 million in 1999 related to the renovation of Le
Sant Géran.

Other Factors Affecting Earnings

2001 vs. 2000. In 2001, non-recurring items included a gain of $6.9 million from the sde of
luxury homesites at Ocean Club Estates on Paradise Idand, as compared to $76.4 million in 2000.
During 2000, we completed the development of the infrastructure for Ocean Club Etates, which includes
121 luxury homesites situated around the newly renovated Ocean Club Golf Course. By the end of 2000,
we had sold 102 of the lots with an additiond nine lots sold during 2001. Other non-recurring itemsin
2001 included $6.9 million of pre-opening expenses rdating to our internet gaming operations aswell as
the opening of the Ocean Club Golf Course in January 2001, as well as restructuring costs of $5.7
million. Restructuring costs were comprised of severance costs related to the termination of employeesas
aresult of reduced occupancy levels a Atlantis in the aftermath of the September 11 terrorist
attacks. During 2000, non-recurring expenses included a write-down of assets related to the Resorts
Atlantic City sdle and the rdated Atlantic City option to their redizable value. As aresult of entering into
the agreement to sdl Resorts Atlantic City at a purchase price less than its carrying value, we recorded
aloss of $229.2 million in the fourth quarter of 2000. Purchase termination costs of $11.2 million in
2000 were related to the cancdlation of our agreement to acquire the Desert Inn from Starwood.
These costsincluded $7.2 million paid to Starwood. Also in 2000, we incurred $7.0 million of transaction
costs in connection with our saf-tender offer in June 2000 and the termination of the proposal by SIIL
to acquire, in a merger transaction, al of our ordinary shares that it did not dready own. Pre-
opening expensesin 2000 of $7.6 million reaed primarily to the expansion of our deluxe Ocean Club
Resort and the new Ocean Club Golf Course.

Generd corporate expenses were virtualy flat for the year 2001 compared to 2000. We incurred higher
new project development costs of gpproximately $2.0 million in 2001 as compared to 2000.
We continuoudy explore new busness opportunities and al associated costs are written off to
corporate expenses as incurred. The increase in new project development costs was offset by reduced
payrall and related costs, aswell asareduction in information technology costs allocated to our corporate
segment in 2001.

Other segmentsin 2001 contributed $3.2 million to consolidated operating income as compared to $1.7
million in 2000. In 2001, $3.1 million was received from Kersaf pursuant to a long-term contract, as
compared to $3.0 millionin 2000. This contribution wasfixed at $2.4 millionin 1994 and increases a arate
of 3% per annum and has been paid annually. Additiond itemsincluded in other segments during 2001 were
not sgnificant, however in 2000, the revenues from Kersaf were partidly offset by codts rdating to
undeveloped red estate owned in Atlantic City, primarily red estate taxes.

In 2001, interest incomewas $7.5 million as compared to $4.2 millionin 2000. Thisincrease was primarily

dueto interest earned during thefirst four months of 2001 on the proceeds of the Resorts Atlantic City sdle.
In addition, in 2001, we earned interest on the $17.5 million promissory note issued to us by Colony on
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April 25, 2001 in connection with the Resorts Atlantic City Sale. The promissory note and accrued interest
was repad in full by Colony in March 2002.

Interest expense, net of capitalized interest, in 2001 was higher than the previous year by $7.0 million (or
15.4%). Interest costs capitalized during 2001 amounted to $1.1 million as compared to $11.1 millionin
2000, resulting in anincrease of $10.0 millionto net interest expense. During 2000 we added an additiond
50 luxury rooms and suites at the Ocean Club and completed the newly renovated Ocean Club Golf
Course. Thisincrease was partidly offsat by areduction in cash interest due to a reduction in theweighted
average amount of borrowings outstanding.

2000 vs. 1999. As described above, norrecurring itemsin 2000 included the gain of $76.4 millionfrom
the sale of luxury homesites, a write-down of net assets held for sde to their redizable vaue of $229.2
million, purchase termination costs of $11.2 million, $7.0 million of transaction costs and pre-opening
expenses of $7.6 million. In 1999, non-recurring expensesincluded $5.4 million of pre-opening expenses
related to the opening of the renovation completed at Resorts Atlantic City.

Genera corporate expensesincreased by $6.4 million (or 37.9%) to $23.3 millionin 2000 as compared to
$16.9 million in 1999. The increase was largely due to higher information technology costsincurred in
connection with the enhancement of certain computer software programsand improving the overdl sructure
of computer systemsthroughout the company. Also contributing to theincreasein corporate expenses, toa
lesser extent, were new project costsincurred asin connection with the research of new investment and/or
development opportunities. Additionally, corporate expenseswere affected by dight increasesin corporate
marketing and public relaions cogs.

Other segments in 2000 contributed $1.7 million to consolidated operating income as compared to $2.3
millionin 1999. In 2000, $3.0 million wasreceived from Kersaf rel ated to thelong-term contract discussed
above. Theserevenues were partialy offset by costs relating to undeveloped red estate owned in Atlantic
City, primarily rea estatetaxes. In 1999, other segmentsincluded $2.9 million received from Kersaf, a$1.0
million gain from the cancdlation of notes that were previoudy incduded inlong-term debt and $0.6 million
received as afind ingalment on the 1996 sde of a management contract. These amounts were partidly
offset by cogts incurred with our Year 2000 information technology compliance program aswell asred
edate taxes.

In 2000, interest income was $4.2 million as compared to $12.7 million in 1999. In connection with the
development of Mohegan Sunin 1996, we held subordinated notesissued by the Mohegan Tribe, for which
interest paymentswere satisfied by theissuance of additiona notes. The aggregete principa baanceof these
notes, including accrued interest, was $94.1 million at December 31, 1999 at which timethey wererepaid
in full. Interest earned in 1999 on the subordinated notes amounted to $9.9 miillion.

Interest expense, net of capitdized interest, in 2000 was lower than the previous year by $5.0 million.
Interest costs capitalized during 2000 amounted to $11.1 million as compared to $4.9 million in 1999.
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Seasonality

Our business has higtoricdly been seasond, with the largest number of patronsvisiting Atlantis, our largest
resort, in the first quarter of the year, the prime tourist season. Accordingly, our revenues and operating
profits have higoricaly been higher during the first calendar quarter than in successve quarters. Higher
revenues and earnings are typicaly redized from the Mauritius properties during the fourth quarter of the
year and from Mohegan Sun during the middle third of the year.

(B) Liquidity, Capital Resourcesand Capital Spending

At December 31, 2001, our current liabilities exceeded current assets by $40.1 million. During 2001, we
completed the sale of Resorts Atlantic City resulting in a Sgnificant decrease in current assets as the net
assets held for sadle were disposed of in thelr entirety. As described below, the cash proceeds received
were used to pay down our long-term debt. At December 31, 2001, cash and cash equivaents were
$30.5 million. During the year, we generated $99.3 million in cash flow from operations.

Sale of Resorts Atlantic City

On April 25, 2001, we completed the sale of Resorts Atlantic City and certain related assetsto Colony for
a purchase price of gpproximately $144 million, including accrued interest. The proceeds received from
Colony consisted of gpproximately $127 million in cash and a $17.5 million promissory note. The cash
proceeds were used to repay borrowings outstanding under our revolving credit facility and permanently
reduce the sze of thefacility. These proceeds were offset by approximately $6 million in costs paid by us
after closing, which included employee termination costs and legd fees.

Pursuant to the terms of the Resorts Atlantic City sae, we granted Colony atwo-year option to acquire
certain undevel oped real estate that we own adjacent to Resorts Atlantic City, for apurchase price of $40
million, which option can be extended for an additiona two years under certain circumstances. Effective
April 25, 2001, the closing date of the Resorts Atlantic City sale, Colony leases from us certain of the
property included in the Atlantic City option for $100,000 per month.

In March 2002, we received gpproximately $19 million from Colony as payment in full of the promissory
note and al outstanding accrued interest.

| ssuance of 8 7/8% Senior Subordinated Notes

On August 14, 2001, weissued the 8 7/8% Senior Subordinated Notesfor $200 million which resulted in
net proceeds of $194 million. Thesenotes are unsecured obligationsand are unconditionally guaranteed by
al of our whally-owned subsidiaries. All of the proceeds received from theissuance of the 8 7/8% Senior
Subordinated Notes were used to further repay amounts outstanding under our revolving credit facility.
Interest on the 8 7/8% Senior Subordinated Notes is payable semi-annudly.
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Amended Revolving Credit Facility

In November 2001, we entered into an amended revolving credit facility with a syndicate of banks. The
borrowings then outstanding under our previous revolving credit facility were paid in full. Under the
amended revolving credit facility, the maximum amount of borrowings that may be outstanding is $200
million. An additiond $150 million of borrowings may be available under certain circumstances, subject to
goprovd by dl of the lenders under the new facility.

Loans under the amended revolving credit facility bear interest at (i) the higher of (a) the administrative
agent'sbaserate or (b) thefedera fundsrate plus¥zof one percent, and in either case, an additiona 0.25%
to 1.75% based on the Leverage Ratio (a debt to earnings ratio during the period, as defined in the
amended revolving credit facility) or (ii) the LIBO Rate (as defined) plus 1.25% to 2.75% based on the
Leverage Ratio. For loansbased on the LIBO Rate, interest is payable on the last day of each applicable
interest period, or the date of any payment or prepayment of such loans. For loans based on the Alternate
Base Rate (asdefined), interest is payable quarterly. Loansunder theamended revolving credit facility may
be prepaid and reborrowed at any time and are due in full on November 8, 2006.

The amount of borrowings outstanding as of December 31, 2001 on the amended revolving credit facility
was $24 million. Asof April 30, 2002, this amount has been repaid in full. We are currently engaged in
discussons with our lenders under this revolving credit facility to increase the amount available under the
fadlity by $100 million, pursuant to the terms of the facility.

1997 Shelf Registration

In November 1997, wefiled aregigtration statement with the SEC pursuant to which we may, fromtimeto
time, issue in one or more series an aggregate of $300 million of debt securities (the "1997 Shelf

Regidration"). Pursuant to the 1997 Shelf Regidtration, in December 1997, we issued the $100 million 8
5/8% Senior Subordinated Notes.

OnMay 22, 2002, we announced that wefiled auniversal shelf regidiration statement withthe SEC rdating
to the sale of up to $500 million in securities. The shelf regidtration statement dlows usthe flexibility asto
thetype of security we could chooseto sdl in thefuture, including varioustypes of debt securities, ordinary
shares, preference shares and warrants, and replacesthe 1997 Shelf Regidtration. Wemay aso utilizethe
shelf regidration statement to register secondary sdes of ordinary shares by sdling shareholders. At
present, we do not have any plansto issue any additional debt securities, ordinary shares, preference shares
or warrants pursuant to this shelf regigtration.

The regigration statement filed with the SEC has not yet become effective. The securitiesregistered under
this regigration statement may not be sold, nor may offersto buy the securities be accepted, prior to the
time the regidration satement becomes effective. Following the effective date of the shdlf regidtration, the
securities may be offered from time to time directly by us or through underwriters at amounts, prices,
interest rates and other terms to be determined at the time of the offering.

48



Private Offering of $200 Million of Senior Subordinated Notes

On May 20, 2002, we completed a private offering of $200 million of additiond 8 7/8% Senior
Subordinated Notesto "qudified inditutiond buyers' as defined in Rule 144A under the Securities Act of
1933, and pursuant to offersand salesthat occur outsidethe United Statesin accordancewith Regulation S
under the Securities Act. The senior subordinated notes were not registered under the Securities Act or
under the state securities laws and, unless so registered, may not be offered or sold except pursuant to an
applicable exemption from the regigtration requirements of the Securities Act and applicable state securities
laws. Weareobligated under aregigtration rights agreement to complete an exchange offer with respect to
these notes within 210 days from the date of issue. The proceeds from these senior subordinated notes
have been and will be used to repay the 9% Senior Subordinated Notes pursuant to the Tender Offer and
Consent Solicitation described below.

Tender Offer and Consent Solicitation

OnMay 8, 2002, we commenced acash tender offer to purchase any and dl of our outstanding 9% Senior
Subordinated Notes. Thetender offer was made pursuant to an Offer to Purchase and Consent Solicitation
Statement and a related Letter of Transmittal and Consent, dated May 8, 2002. The tender offer is
scheduled to expire a midnight, New York City time, on June 4, 2002, unless extended to alater date or
time or earlier terminated. In conjunction with the tender offer, we solicited consents to proposed

amendments to the indenture governing the 9% Senior Subordinated Notes. The proposed amendments
would eiminate subgtantialy al of the redtrictive covenants and certain events of default from the indenture
governing the notes. Holders that tender their notes will be required to consent to the proposed

amendments, and holders that consent to the proposed amendmentswill be required to tender their notes.

Subject to conditions specified in the Statement, the total consideration to be paid for each properly
delivered consent and vaidly tendered note received (and not properly revoked) on or prior to 5:00 p.m.,
New Y ork City time, on Monday, May 20, 2002 and accepted for payment was $1,045.00 per $1,000.00
of principad amount, plus accrued and unpaid interest. The totd consideration for each note tendered
includes an early consent premium of $20.00 per $1,000.00 of principa amount of notes payable only to
those holdersthat tender their Noteson or prior to 5:00 p.m., New Y ork City time, on Monday, May 20,
2002 (and do not withdraw their tender). Holders who tender their notes after that time but prior to the
expiration of the tender offer will receive $1,025.00 per $1,000.00 of principal amount of notes vaidly
tendered and accepted for payment, plus accrued and unpaid interest.

We have called for redemption, in accordance with the termsof the indenture governing the notes, al notes
that remain outstanding at this time, at the applicable redemption price of $1,045.00 per $1,000.00 of
principa amount thereof, plus interest accrued to the redemption date.

On May 21, 2002, we announced that we had received the tenders and consents required to eliminate or
modify the restrictive covenants pursuant to theindentures. Asof the Consent Date, gpproximately 93% of
the 9% Senior Subordinated Noteswere received and accepted for payment by us. Accordingly, on May
21, 2002, we paid atotal consideration of $1,045 per $1,000 aggregate principal amount of Notes plus
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accrued interest through the Consent Date, which amounted to approximately $188.4 million. Furthermore,
the Company and the trustee have executed a supplementa indenture containing certain amendmentsto the
indenture as described in the Statement.

Other Sources and Uses of Funds

During 2001, we completed amagjor maintenance capital expenditure program of gpproximately $25 million
to completerenovationsa Atlantis. Thisincluded the renovation of approximately 400 roomsin the Cora
Towers, including improvementsto certain public spaces, aswdl asadditiond costsincurred for the Beach
Tower renovations completed in 2000. Improvements to public spaces included the condruction of the
Atlantis Showroom and Sports Center. Other capita expenditures during 2001 included $16.4 million of
operating maintenance expenditures, $7.0 million to complete the newly renovated Ocean Club Golf Course
and other miscellaneousprojects. Capitd expendituresfor the year 2002 are expected to be gpproximeately
$26.0 million, the mgority of which relates to operating maintenance capita expenditures.

In connection with the Mg ority Shareholder Reorgani zation described under "Item 7. Mg or Shareholders
and Related Party Transactions', Kersaf agreed to pay us $15.5 million. Thiswas sdttled by a one-time
cash payment of $3.5 million and the issuance of afive-year, $12 million note, bearing interest at 9% per
annum. In December 2001, the principal amount of the note and accrued interest thereon was paid in full.

Effective August 1, 2001, we acquired a25% interest in Kanuhurafor $3.8 million. During the second half
of 2001, we advanced $3.3 million dollars to Kanuhurato fund their operations.

During the second half of 2000, we completed amaintenance capital expenditure program of gpproximately
$20.0 million a Atlantis Beach Tower. This program included the renovation of dl of the Beach Tower's
423 rooms and improvements to certain public spaces.

During 2000, we aso completed the redevelopment of the Ocean Club Golf Course, including a new
clubhouse, and developed the infrastructure to support the Ocean Club Estates. Also during 2000, we
completed an addition to the Ocean Club. The addition comprised 50 luxury rooms, including ten deluxe
auites, aswedl asanew beachfront restaurant and significant enhancementsto the existing pool and garden
aress. The cost of developing the golf course, theinfrastructure at Ocean Club Estates and the addition to
the Ocean Club was approximately $113.8 million.

In June 2000, we purchased 5,000,000 of our ordinary shares at $24 per share pursuant to our self-
tender offer for an aggregate purchase price of $120.0 million. The sdf-tender offer was financed with
borrowings under our revolving credit facility.

We bdlieve that available cash on hand a December 31, 2001, combined with funds generated from

operations, funds available under the amended revolving credit facility and the net proceeds of thisoffering
will be sufficient to finance our cash needs over the next twelve months.
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Future Commitments and Funding Sour ces

At December 31, 2001, our materid contractua obligations, withinitid or remaining termsin excessof one
year, were as follows (in thousands)(a):

Contractual Cash Obligation Total 2002 2003 2004 2005 2006  Thereafter
Senior subordinated notes (a) $ 500000 $ -8 - % - % - 3 - $ 500,000
Amended Revolving Credit Facility (a) 24,000 - - - - 24,000

Operating | eases 12,232 4625 4340 1532 670 670 395
Capital leases 576 261 157 152 6

Total contractual cash obligations $ 536808 $4836 $4497 $1684 $676 $24670 $ 500395

(@ SeeNote9 of the notesto our consolidated financial statements herein for afurther description of
our debt commitments.

Other Matters
Critical Accounting Policies

Our critical accounting policies arethose that we believe require our most subjective or complex judgments
as aresult of the need to make estimates about the effect of matters that are inherently uncertain. We
prepare our consolidated financia statementsin conformity with accounting principlesgeneraly acceptedin
the United States. Certain of our accounting policies, including the estimated lives assigned to our assts,
the determination of bad debt, asset impairment, the caculation of our income tax liahilities, valuation
alowancetax assats and estimation of contingenciesand other ligbilitiesand inventory reserves, requirethat
we gpply sgnificant judgment in defining the appropriate assumptionsfor caculaing financia estimates. We
periodically assess the potentid liabilities related to any lawsuits or clams brought againg us. Whileit is
typicdly very difficult to determine the timing and ultimate outcome of these actions, we use our best
judgment to determine if it is probable that we will incur an expense related to the settlement of find

adjudication of such matters and whether a reasonable estimation of such probable loss, if any, can be
made. There can be no assurance that actua results will not differ from our estimations. To provide an
understanding of the methodology we apply, our significant accounting policies are discussed where
gppropriate and in the notes to our consolidated financia statements.

Market Risks
Our major market risk exposureisinterest rate risk associated with our bank debt and interest rate swaps

on aportion of our fixed rate debt. We attempt to limit our exposure to interest rate risk by managing the
mix of fixed and floating rate debt, and by entering into variable interest rate swap agreementsto hedge a
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portion of our fixed rate debt. These interest rate swap agreements are entered into with a group of
financid indtitutions with investment grade credit ratings, thereby minimizing the risk of credit loss

In August and December 2001, we entered into fixed-to- variable rate swap agreements designated asfair
va ue hedges of our 8 7/8% Senior Subordinated Notes. Asof December 31, 2001, the aggregate notional

amount of the swap agreements was $200 million and they mature in August 2011 concurrent with the 8
7/8% Senior Subordinated Notes. Under the terms of the swap agreements, we make payments based on
specific spreads over sx-month LIBOR, and receive payments equd to the interest payments due on the
notes. Thespreadsin excess of six-month LIBOR are 3.02% for $150 million notional amount, 2.95% for
$25 million notiona amount and 2.905% for the remaining $25 million notiona amount. As of December
31, 2001, the weighted average variable rate on the swap agreements was 6.12%. Giving effect to these
swap agreements, our fixed and floating rate debt as of December 31, 2001 represent approximately 57%
and 43%, respectively, of total debt.

We prepare our financid statementsin U.S. dollars. Our most significant non-U.S. operationsarein The
Bahamas. Due to current governmentad policies in The Bahameas that equate one Bahamian dollar to one
United States dollar and to our limited operationsin other jurisdictions outsde the United States, we do not
have materid market risk exposures relive to changes in foreign exchange rates.

I nternet Gaming

During the second haf of 2001, we operated our internet gaming Site on atest basiswithout livewagering to
determinethe viability of the businessand the effectiveness of our systemsin maintaining compliancewith dl
applicablelaws. In September 2001, we were awarded one of thefirgt three online gaming licensesgranted
by the government of the Ide of Man. Effective January 2002, we commenced live gaming operaions
under www.CasinoAtlantis.com, our internet gaming Ste. 1t istoo soon to determine what impact, if any,
our internet gaming operations will have on our future results of operations,

On February 15, 2002, we entered into an agreement with Station Casinos, pursuant to which Station
Casinos will purchase a 50% interest in SunOnline Limited, our internet gaming subsidiary. Each company
will have equa board representation and SunOnlinewill be the exclusve vehicle for both Sun Internationa
and Station Casinos to pursue the internet gaming business in certain jurisdictions. The purchase price will
be approximately $5.0 million and we expect the transaction to close by the third quarter of 2002. The
transaction is subject to anumber of conditions, including regulatory gpprovals.

Trading Cove New York

In March 2001, TCNY, which is 50% owned by us, entered into the Development Agreement with the
Stockbridge-Munsee Tribefor the development of acasino project (the"Project”) in the Catskill region of
the State of New Y ork (the"State"). The Development Agreement was amended and restated in February
2002. The Stockbridge-Munsee Tribedoesnot currently havereservation land in the State, but isfederdly
recognized and operates acasino on itsreservation in Wisconsin and has aland clam pending inthe U.S.
Digrict Court for the Northern Digtrict of New Y ork againg the State.
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Pursuant to the Development Agreement, as amended, TCNY will provide prdiminary funding, certain
financing and exclusve development services to the Stockbridge-Munsee Tribe in conjunction with the
Project. Ascompensation for these services, TCNY will earn afee of 5% of revenues, as defined in the
development agreement, beginning with the opening of the Project and continuing for a period of twenty
years. TCNY has secured land and/or options on gpproximately 400 acres of property in the Town of
Thompson, County of Sullivan, of which gpproximately 333 acres are currently designated for the Project.
In February 2002, the Stockbridge-Munsee Tribe filed a "Land to Trust" Application with the U.S.

Department of the Interior, Bureau of Indian Affars, for the Project site properties. Should the BIA

goprove the "Land to Trust" Application and the Stockbridge-Munsee Tribe obtain other required

approvas, the land could be taken into trust by the Federd Government on behdf of the Stockbridge-
Munsee Tribe for the purpose of conducting Class 11 gaming.

In October 2001, the State enacted | egidation authorizing up to three Class 111 Native American casinosin
the counties of Sullivan and Ulster and three Native American casnos in western New Y ork pursuant to
Tribal State Gaming Compacts to be entered into by the State and applicable Native American tribes
(Chapter 383 of the Laws of 2001).

In January 2002 alawsuit was filed in the Supreme Court of the State of New Y ork (Index# 719-02) by
various plaintiffs against New Y ork Governor George Pataki, the State of New Y ork and various other
defendants dleging that Chapter 383 of the Laws of 2001 violates the New York State Congtitution.
Mationsto dismiss the litigation werefiled in April 2002 and are pending.

In January 2002, the Stockbridge-Munsee Tribe entered into an agreement with the County pursuant to
which the Stockbridge-Munsee Tribe will make certain payments to the County to mitigate any potentia
impacts the Project may have on the County and other loca government subdivisions within the County.
The payments will not commence until after the opening of the Project.

The Project is contingent upon the recei pt of numerousfedera, state and local approvasto be obtained by
the Stockbridge-Munsee Tribe, including the execution of a Class 111 Gaming Compact with the State,
which gpprovasare beyond the control of TCNY. A number of other groups are seeking Class |11 Gaming
Compacts. We can make no representation as to whether any of the required approvals will be obtained
by the Stockbridge-Munsee Tribe or whether the Project will be completed.

New Accounting Pronouncements

In June 1998, the Financid Accounting Standards Board ('FASB") issued Statement of Financid

Accounting Standards ("SFAS") No. 133, "Accounting for Derivative Instrumentsand Hedging Activities'

("SFAS133"). SFAS 133, asamended, iseffectivefor fiscal yearsbeginning after June 15, 2000. SFAS
133 requiresthat every derivative instrument be recorded in the bal ance sheet as either an asset or ligbility
messured at itsfair vdue. Changesinthederivativesfar vaueswill be recognized inincome unless specific
hedge accounting criteriaare met. We have adopted SFAS 133 asof January 1, 2001. Weuutilizeinterest
rate protection agreementsto managetheimpact of interest rate changes on our long-term debt obligations.
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These agreements are accounted for in accordance with SFAS 133. See Note 9 to our consolidated
financid datements herein for a description of our long-term debt and related derivative financia
instruments.

In June 2001, the FASB issued SFAS No. 141, "Business Combinations' ("SFAS 141") and SFAS No.
142 "Goodwill and Other Intangible Assets' ("SFAS 142"). SFAS 141 requiresal business combinations
initiated after June 30, 2001 to be accounted for using the purchase method.  SFAS 142 is effective for
fisca years beginning after December 15, 2001 with respect to goodwill recognized onan entity's balance
sheet as of the beginning of that fiscal year. Under SFAS 142 goodwill and certain other intangible assets
with indefiniteliveswill nolonger be amortized, but rather tested at least annualy for impairment using afar
value based test. A lossresulting from impairment of such goodwill should be recognized asthe effect of a
changeinaccounting principleintheinitid period of adopting SFAS 142. 1n subsequent reporting periods,
goodwill impairment losses are to be recognized on a separate line item on the income statement as a
component of income from operations. As a result of the Resorts Atlantic City sale, dl of the goodwill
previoudy amortized to expense was written off in its entirety in the fourth quarter of 2000. Goodwill
related to our investment in associated companies, and included therein in the accompanying consolidated
financid statements, relates to our ownership interest in Indian Ocean Resorts. We believe that such
goodwill is not impaired and therefore, this new pronouncement is not expected to have amaterid impact
on our consolidated financial statements.

In June 2001, the FASB issued SFAS No. 143, "Accounting for Asset Retirement Obligations' ("SFAS
143"). Thispronouncement addressesfinancia accounting and reporting for obligations associated with the
retirement of tangiblelong-lived assets and the associated asset retirement costs. SFAS 143 iseffectivefor
financia statementsissued for fisca yearsbeginning after June 15, 2002. We bdievetheadoptionof SFAS
143 will not have amaterid impact on our consolidated financid statements.

In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposa of Long-
Lived Assats' ("SFAS 144"), effectivefor fiscal years beginning after December 15, 2001. For long-lived
asststo beheld and used, SFAS 144 retains the existing requirementsto (a) recognize an impairment |0ss
only if the carrying amount of along-lived asset isnot recoverable from its undiscounted cash flows and (b)
measure an impairment loss as the difference between the carrying amount and the fair vaue of the asset.
SFAS 144 egtablishes one accounting model to be used for long-lived assets to be disposed of by sale.
We believe the adoption of SFAS 144 will rot have a materid effect on our consolidated financid
Satements.

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections’ ("SFAS145"). SFAS 145 rescinds
SFASNOo. 4, Reporting Gainsand L ossesfrom Extinguishment of Debt ("SFAS4"), and an amendment of
that Statement, SFAS No. 64, and Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements
("SFAS 64"). SFAS 145 also rescinds SFAS No. 44, and amends SFAS No. 13. SFAS 145 aso
amends other existing authoritative pronouncementsto make varioustechnical corrections, clarify meanings
or describe their gpplicability under changed conditions. The provisons of SFAS 145 reated to the
rescisson of SFAS 4 shal be gpplied in fiscd years beginning after May 15, 2002. Any gain or losson
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extinguishment of debt that was classfied as an extraordinary item in prior periods presented that does not
meet the criteriain APB Opinion 30 for classfication as an extraordinary item shadl be reclassified.

Under SFASA4, al gainsand losses from extinguishment of debt were required, if materia, to be classfied
asan extraordinary item, net of related incometax effect. SFAS 145 diminates Statement 4 and, thus, the
exception to gpplying APB Opinion 30 to dl gainsand lossesrelated to extinguishments of debt (other than
extinguishments of debt to satisfy sinking-fund requirements- the exception to application of SFAS4 noted
inSFAS64). Asaresult, gansand lossesfrom extinguishment of debt should be dassified asextraordinary
items only if they meet the criteriain APB Opinion 30. Applying the provisons of APB Opinion 30 will

digtinguish transactions that are part of an entity's recurring operations from those that are unusua or
infrequent or that meet the criteriafor classfication as an extraordinary item.

We bdlieve the adoption of SFAS 145 will require the extraordinary 1oss on extinguishment of the 9%
Senior Subordinated Notes, which is contingent upon the closing of the tender offering on the 9% Senior
Subordinated Notes, to be reclassified upon adoption of SFAS 145.

(C) Research and Development

We continudly research and assess new development and or investment opportunities and management
contracts throughout the world. Before pursuing any new business, we consider our available capitd,
bus nesstrends and dternative uses of our cgpitd in determining the feagibility and timing of proceeding with
such new business.

The costs weincurred on research and assessment of new business are not significant and arewritten off in
corporate expense as incurred.

(D) Trends

Our Paradise Idand operations continue to recover following a dowdown in business as a result of the
September 11 terrorigt attacks. During the first quarter of 2002, Atlantis experienced monthly sequentia
improvement in revenue per avallable room. Revenue per available room declined by 17% and 8% in
January and February of 2002, compared to the same monthsin 2001, respectively, but increesedinMarch
2002 by 2% as compared to March 2001. For the quarter ending March 31, 2002, revenue per avalable
room declined by 6% as compared to the same period of 2001. During the month of March, Atlantis
achieved record cal volumesinto its wholly-owned tour operator. Casino volumes wereaso srong inthe
quarter. Table drop decreased in the quarter, but the decrease was primarily dueto the occurrence of the
Michadl Jordan Celebrity Invitationd in January 2001. In spite of reduced occupancy for thefirst quarter of
2002 versus 2001, dot volumes were flat versus the same period last year.

Despitetheseimprovements, we are still operating below September 11 levels. Revenue per avaladeroom

decreased by 12%in April 2002 ascompared to April 2001. The declinein revenue per availableroomfor
the month was partidly dueto thetiming of the Easter holiday, which fdll in March of 2002, as opposed to
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April in the previous year. However, cal volumes were up 18% and net bookings increased by 22% as
compared to April 2001, suggesting continued improvements.

Management fees earned by us for the year 2001, related to the operations a Sun Resorts Limited,
amounted to $6.8 million. We anticipate that such feeswill be reduced by approximately 10% for the year
2002 due to the decline in the Mauritian Rupee as compared to the U.S. dollar. This devaduation has
impected us historically and management believesthistrend will continue. These fees will dso beimpacted
negatively by the closure of Le Touessrok for much of the year for mgjor renovation.

Due to the recent proliferation of internet gaming, we anticipate that there may be future competition
affecting our gaming operations. We are unable to predict whether, or to what extent, internet gaming in
generd will affect our future results of operations.

We expect our insurance premiumsto increase by gpproximately $6.0 million in 2002 as compared to 2001
and our deductibles to increasse as well.

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

(A) Directorsand Senior Management

The current directors of the Company are:

Country of Director
Name Citizenship Since
Solomon Kerzner South Africa 1993
Peter Buckley United Kingdom 1994
Howard Marks United States 1994
Eric Segd United States 1994
Heinrich von Rantzau Germany 2001
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The current executive officers of the Company are:

Executive
Officer
Name Title Age Since
Solomon Kerzner Chairman and Chief Executive 66 1993
Officer
Howard B. Kerzner President 38 1995
CharlesD. Adamo Executive Vice Presdent 41 1995
John R. Allison Executive Vice Presdent-Chief 56 1994
Financid Officer

The executive officers serve indefinitely a the pleasure of the Board of Directors.

Solomon Kerzner, Chairman and Chief Executive Officer: Mr. Kerzner hasbeen our Chairman and Chief
Executive Officer since October 1993 and from October 1993 to June 1996 he served as our Presidert.
Mr. Kerzner isthe Chairman of World Leisure Group Limited, aBritish Virgin Idands corporation, which
owns gpproximately 15% of our shares and has the right to vote an additiond 10% of our shares. Mr.
Kerzner is one of the visonary leaders of the resort and gaming industries. Prior to founding Sun
Internationa, Mr. Kerzner pioneered the concept of an entertainment and gaming destination resort
designed and managed to gpped to multiple market segments by developing Sun City, located near
Johannesburg, South Africa. Sun City features four hotels with approximately 1,300 rooms, an
entertainment center that includes a 6,000-seat indoor superbowl, a 46-acre man-made lake for
watersports and gpproximately 55,000 square feet of gaming space. In 1992, Sun City was expanded to
include The Logt City, athemed resort which features a 350-room luxury hotel and aman-madejunglein
which over one million treeswere transplanted. Mr. Kerzner has been responsible for the devel opment of
21 hotels and founded both of southern Africas largest hotel groups, Southern Sun Hotels and Sun
Internationa South Africa. We do not have any interest in any of the southern African properties devel oped
by Mr. Kerzner. Mr. Kerzner is the father of Mr. Howard B. Kerzner.

Howard B. Kerzner, President: Mr. Kerzner joined Sun Internationd in May 1995 as Executive Vice
President-Corporate Development and has been President since June 1996. Prior to that time, he was
Director-Corporate Development of SIIL from September 1992. Previously Mr. Kerzner wasan Assodiate
of Lazard Freres& Co. LLC from September 1991. Prior to that Mr. Kerzner worked for the First Boston
Corporation. Mr. Kerzner isthe son of Mr. Solomon Kerzner.

Charles D. Adamo, Executive Vice Presdent-Corporate Development & Generd Counsd: Mr. Adamo
joined Sun Internationa in May 1995 as General Counsd and has been responsible for corporate
development since January 1997. Prior to that time, hewas Group Legd Advisor of SIIL from September
1994. Previoudy, Mr. Adamo was engaged in the practice of law at thefirm of Cravath, Svaine& Moore
in New York from 1986. Mr. Adamo is admitted to the bar in the State of New Y ork.
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John R. Allison, Executive Vice Presdent- Chief Financid Officer: Mr. Allison joined Sun Internationd in
May 1995 as Chief Financia Officer. Mr. Allisonjoined SIIL in March 1994 as Group Financid Director.
From December 1987 until February 1994, Mr. Allison was Financid Director of Sun Internationa Inc., a
resort and management holding company with interestsin gpproximeately 27 hotelsin southern Africa. Prior
to that time, hewasthe Group Financid Director of Kimberly-Clark (South Africa) Limited for four years.
Heisafdlow of the Indtitute of Chartered Accountants in England and Waesand amember of the South
African Indtitute of Chartered Accountants.

Peter Buckley, Director: Mr. Buckley hasbeenaDirector snce April 1994. Mr. Buckley isChairman and
Chief Executive Officer of Caledonia, which owns gpproximately 19% of our shares and has the right to
vote an additiona 10% of our shares. In 1994 he was appointed Chairman of Caedonia having been
Deputy Chairman and Chief Executive snce 1987. Heisa so Chairman of English & Scottish Investorsplc
and Bristow Helicopter Group Limited. He is a non-executive Director of Close Brothers Group plc,
Offshore Logidtics, Inc. (aNASDAQ listed company), SIIL and The Telegraph plc.

Howard Marks, Director: Mr. Marks has been a Director since April 1994. Mr. Marksis Chairman of
Oaktree Capitd Management, LL C ("Oaktree Capita"). Oaktree Capitd managesfundsin excessof $20
billion for inditutiond investors. Previoudy Mr. Markswas employed by The TCW Group, Inc. where he
became Chief Investment Officer for Domestic Fixed Income and President of its largest effiliate, TCW
Assat Management Company.

Eric Segd, Director: Mr. Siegd has been a Director since April 1994. Mr. Siegel is aretired limited
partner of Apollo Advisors, L.P. Mr. Segel isaso aDirector and member of the executivecommitteeof El
Paso Electric Company, a publicly traded utility company.

Heinrich von Rantzau, Director: Mr. von Rantzau has been a Director since July 2001. Mr von Rantzau is
aprincipa of Cement Merchants SA and an executive of Deutsche Afrika- Linien GmbH, Reederei John
T. Euberger GmbH and VORA Schiffahrts-und Beteiligungsgesdllschaft mbH. Mr. von Rantzau isaboard
member of the The United Kingdom Mutud Steam Ship Assurance Association (Bermuda) Limited and a
member of the Trade Advisory Board of Germanischer Lloyd, Lloyd's Register of Shipping and German
National Committee.

(B) Compensation

The aggregate cash compensation for our directorsand officers, including salariesand bonuses, for theyear
ended December 31, 2001 was $3.9 million. In addition, during the year 2001, options to purchase an
aggregate of 200,000 Ordinary Shares, pursuant to the Plans described below, were granted to our
directors and officers. None of the directors or officers participate in our pension plan. We do not set
asde any amounts for pension or retirement benefits for any of our directors or officers.

Effectivefor the year 2001, we have abonus plan whereby our employees, including officers, will quaify for
bonuses if we dtain ether certain levels of EBITDA or EPS, and such bonuses will be caculated as a
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percentage of each individud's sdlary. Such percentage will be based on, among other things, each
employee's level of respongbility. Bonuses paid to our officers under this bonus plan @uld reach a
maximum of 60% of the respective employee's base sdary.

We have adopted stock option plansfor our employees, officersand directorsin 1995 (the" 1995 Plan’), in
1997 (the"1997 Plan"), in 2000 (the"2000 Plan™) and collectively the"Plans' that providefor theissuance
of optionsto acquire an aggregate of 7,500,000 Ordinary Shares. Asof April 30, 2002 nearly al of these
options had been granted at exercise prices ranging from $11.69 to $44.63. The 1995 Plan providesfor
the options to become exercisable, unless otherwise specified by the Board of Directors and subject to
certain acceleration and termination provisions, after two years from the date of grant in respect of 20% of
such options and theresfter in ingtalments of 20% per year over afour-year period. Optionsissued under
the 1997 Plan become exercisable one year from the date of grant with respect to 20% of such optionsand
thereafter in installments of 20% per year over afour-year period. The 2000 Plan providesfor the veding
period to begin one year after the grant date in respect of one third of such options, and thereafter in

ingtdlments of one third per year over atwo-year period. Optionsgranted under the Planshave aterm of
10 years from the date of grant. Our employees, officers and directors may be granted options under the
Plans. Such options may be trandferred to trusts with respect to which any such participants are

beneficiariesand corporationsor other entities controlled by such participants. Asof December 31, 2001,
optionsto acquire 5,742,000 Ordinary Shareswere outstanding, of which 2,965,000 were exercisable as
of that date.

In connection with our self-tender offer for up to 5,000,000 Ordinary Shares at $24 per share on June 26,
2000, unvested options to acquire approximately 700,000 Ordinary Shares under the 1995 Plan and the
1997 Plan with exercise prices below $24 per share were vested.

Weare currently evauating our compensation policiesand plans, and intend to modify existing plansand/or
adopt new plans, including adopting anew stock option plan and granting stock options pursuant thereto, as
we deem necessary and gppropriate to retain and motivate management.

OnMay 7, 2002, our board of directorsresolved, under certain conditions, to meke availableto employees
and directors holding options with an exercise price higher than $32.00 per share, an offer to surrender all
or some of the optionsgranted to them under the Option Plans. 1n exchange, such employeesand directors
would have the possibility, under certain conditions, to be granted new options giving theright to subscribe
for 75% of the number of shares asthe surrendered options. The grant date for the new optionswould be
no sooner than six months and one day after the date of cancellation of the options. The exercise pricefor
the new optionswould bethe fair market value of the Ordinary Shares on the new grant date subject to the
conditions st forth in the Schedule TO documents filed with the Securities and Exchange Commissonon
May 28, 2002, the commencement date of the offer period. The exchange programisvoluntary on the part
of the option holders and is subject to a number of conditions set forth in the Schedule TO documents.
Accordingly, there can be no assurance that the exchange program will be completed or that holders will
elect to exchange their options under the program. There are atota of approximately 1.7 million options
that are digible for cancdlation under the exchange program. The offer to option holders under the
exchange programisexpected to remain open for gpproximeately one month, and the number of new options
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to be granted under the program (and the number of old options cancelled under the program) would be
known within a short time theregfter.

As of April 30, 2002 our officers and directors, as a group, hold options to acquire approximately
3,056,549 Ordinary Shares, of which approximately 1,525,217 are currently exercisable.

(C) Board Practices

Pursuant to our Articles of Association, asamended, our maximum number of directorsisfixed a five. At
our September 24, 2001 annual meeting of shareholders, our existing directorswereeected totermsset to
expire a our annua generd meeting to be held in 2004.

Our Board of Directors has gppointed an Audit Committee of the Board congsting of Messrs. Buckley,
Marksand Siegel. Members of the Audit Committee comprise individuas who have no relaionship to us
that may interfere with the exercise of their independence from us and our management. To ensure
completeindependence, Arthur Andersen LLP hasfull and free accessto meet with the Audit Committee,
without management representatives present, to discuss the results of the audit, the adequacy of interna

controls and the qudity of financid reporting. The primary function of the Audit Committeeisto assst our
Board of Directorsin fulfilling itsoversght respongbilities by reviewing thefinancia informeation that will be
provided to the stockhol ders and others, the systems of interna controlsthat our management and Board of
Directors have established and the audit process. The Audit Committee meets four times per yesar.

We dso have a Remuneration Committee conssting of Mess's. S. Kerzner, Buckley, Marks and Siegd.
The Remuneration Committee is mandated to review and adopt our executive compensation plans and
policies, including the adoption of stock option plans and the granting of options to senior executives
thereunder.

Our Stock Option Committee, consisting of Mess's. S. Kerzner, H. Kerzner and Adamo, isauthorized to
grant stock options under our stock option plansin amounts not to exceed (i) 100,000 Ordinary Sharesin
any one quarter or (ii) 15,000 per grant for any oneindividual.

We do not have a service contract with any of our directors.

(D) Employees

Thetotal number of employeesat our propertiesworldwide as of December 31, 2001, 2000 and 1999 was
approximately 6,200, 9,600 and 9,500, respectively.
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Set forth below is a table showing the number of employees by geographic location for the periods
indicated.

As of December 31,

2001 2000 1999
The Bahamas 5,800 5,800 5,700
Atlantic City - 3,300 3,300
Other 400 500 500

6,200 9,600 9,500

We do not employ a significant number of temporary workers.
Union Contract Arrangements-The Bahamas

In The Bahamas, approximately 3,900 employees are represented by The Bahamas Catering and Allied
Workers Union. Our Bahamian Operations participate in The Bahamas Hotel Employers Association,
which represents resort operators in the Paradise Idand-New Providence Idand area. The Association's
exigting contract with the Union expires January 1, 2003. Labor relaionsin The Bahamas have not been
stable over the last few years with occasiond work stoppages occurring, not only at Atlantis, but dso a
publicly run entities, such asthe Bahamian Electric Corporation and Bahamas Te ephone Company. Asthe
country's largest private employer, we are often the target of labor disputes.

(E) ShareOwnership

Mr. S. Kerzner beneficidly owns approximately 4.5 million Ordinary Shares. In addition, asis described
under "lItem 7 - Mgor Shareholders and Related Party Transactions - (A) Mgor Shareholders -
Restructuring of Relationship with Mg ority Shareholder”, WL G, acompany controlled by Mr. S. Kerzner,
has the right to vote approximately 2.9 million shares which represents one half of the shares owned by
Kersaf. Each of our other directors and officers owns beneficidly less than 1% of the Ordinary Shares.

For adescription of options granted to our directors, executive officers and other key employees, see”(B)
Compensation”.

ITEM 7. MAJOR SHAREHOLDERSAND RELATED PARTY TRANSACTIONS

(A) Major Shareholders
Restructuring of Relationship with Majority Shareholder
On July 3, 2001 we announced the restructuring of our former mgority shareholder, SIIL, and the

resolution of certain matters with SIIL and certain of its shareholders.  SlIL's shareholders currently
beneficialy own approximately 58% of our issued and outstanding shares. SIIL wasitsalf owned in equdl
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thirds by Kersaf, Cdedonia and WLG, a company controlled by Sol Kerzner. SlIL previoudy was
governed by asharehol ders agreement pursuant towhich dl mgor decisonsof SIIL required the unanimous
consent of its shareholders. Kersaf operates a number of hotel, casino and resort properties in southern
Africaunder the Sun Internationa name and there has been some confusion regarding the use of the Sun
Internationad name by both Kersaf and us. As part of the restructuring and settlement:

1) The SIIL shareholders agreement was terminated effective July 3, 2001 and SI1L was dissolved.

SlIL's shareholders now will hold their sharesin us directly.

2) Kersaf has granted a proxy to vote haf of its sharesto WL G and haf of its shares to Caedonia.

3)

4)

5)

Asaresult, Cdedoniaowns shares representing gpproximately 21% of our outstanding sharesand
hastheright to vote an additiona 10% and WL G owns sharesrepresenting 16% of our outstanding
shares and has the right to vote an additiona 10%.

Cement Merchants SA, or CMS, a partner in Kersaf's hotel, casno and resort management
activities in southern Africa, now owns shares representing goproximeately 6% of our outstanding
shaes. Henrich von Rantzau, a principd of CMS, has joined our board of directors.

Kersaf, Cdedonia and WLG have agreed to certain standstill provisons through June 2006
pursuant to which each of them will refrain from proposing or consummating certain extraordinary

corporaetransactionsinvolving us, including any merger or the sdle of subgtantidly dl of our assets.
See "Regidration Rights and Governance Agreement” below.

Pursuant to aregigration rightsand governance agreement, we granted certain registration rightsto
Kersaf, Cdedonia, WLG and CMS, and Kersaf has agreed to sell not less than two million of our
sharesin aregistered public offering before June 30, 2002, subject to certain extensions.

6) The terms of our directors, condsting of Messs. S. Kerzner, Buckley, Siegel, Marks and von

Rantzau, have been extended until our annual genera shareholders meeting in 2004, which we
believe will satisfy our agreement with the Bahamian government that SI1L control amgjority of the
board of directors until June 30, 2004. See "ltem 4-(B) Busness Overview -Certain Matters
Affecting Our Bahamian Operations-Heads of Agreement.”

7) After atrangtion period not to exceed one year from July 3, 2001, we will cease using the names

"Sun" and "Sun Internationd” and Kersaf will have exclusive rights to use such names. We are
currently planning to effect this name change in June 2002.

8) Kersaf will pursueapotentia resort development project in Port Ghalib, Egypt, and wewill receive

between 25% and 50% of Kersaf's gross receipts from this project, if consummated, such
percentage to be determined based on certain thresholds.
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9) Kersaf has made a one-time payment of $3.5 million to us and issued to us a secured note witha
principa amount of $12.0 million and a maturity date of June 30, 2003. In December 2001,
Kersaf repaid in full the principa amount of the note and accrued interest.

In October 2001, we commenced a lawsuit againgt Kersaf and certain of its subsdiaries. See"ltem 8 -
Financid Information - Legal Proceedings - Kersaf Litigation”.

As of April 30, 2002, we had 27,716,010 shares outstanding. The following table sets forth certain
information as of April 30, 2002 regarding the beneficia ownership of Sun Internationa's ordinary shares
by: (i) any person who isknown to usto be the owner of more than 5% of any classof our voting securities
and (ii) our directors and officers as a group:

Class of Shares Owner Amount Percent of Class
Ordinary Shares Cdedonia Investments pic 8,673,948 (1) 31.2%
Ordinary Shares Baron Capital Group, Inc. 5,627,735 20.3%
Ordinary Shares World Leisure Group Limited 7,361,448 (2) 26.5%
Ordinary Shares Kersaf Investments Limited 5,733,310 (3 20.6%
Ordinary Shares Cement Merchants SA 1,686,984 6.1%
Ordinary Shares Directors and officers as agroup

(excluding shares deemed owned

by WLG and S. Kerzner) - lessthan 1%

(1) Includes 2,866,655 sharesowned by Kersaf with respect to which Kersaf has granted theright to vote
by proxy.

(2) Includes 2,866,655 shares owned by Kersaf with respect to which Kersaf hasgranted theright to vote
by proxy.

(3) Kersaf has no right to vote these shares.

Asof April 30, 2002, we had gpproximately 723 holders of record of approximately 27,716,010 Ordinary
Shares, excluding 7,087,600 Ordinary Shares held astreasury stock. Asof April 30, 2002, therewere an
estimated 710 U.S. holders of record holding approximately 36% of the Ordinary Shares.

All of our Ordinary Shares have the same voting rights.

(B) Reélated Party Transactions

Set forth below isasummary of certain agreements that have been entered into or transactions that have

occurred since the beginning of the last fiscd year involving us and any of our subsidiaries, affiliatesor key
management.
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Registration Rights and Gover nance Agreement

As part of the SIIL reorganization, we entered into a registration rights and governance agreement with
Kersaf, WLG, Cdedonia, CMS and certain of their affiliates. Among other things, under this agreement:

1) wehavegranted certain regigtration rightsto Kersaf, Caledonia, WLG and CM Sin respect of their
Sun Internationa ordinary shares, and Kersaf has agreed to sell not less than 2.0 million of our
sharesin aregistered public offering before June 30, 2002, subject to certain extensions.

2) we submitted to our shareholders an amendment to our articles of association that was adopted in
September 2001 and set the term of our existing directorsto expire at our annua generd medingin
2004,

3) Kersaf has agreed until June 30, 2006 not to acquire any of our shares. In addition, subject to
certainrightsof first refusal asbetween themselves, each of Caledonia, WLG and CMShasagreed
not to acquire any additiona shares of Sun Internationd in excess of 0.9 million, in the case of
Caedonia and WLG, and 4.0 million, in the case of CMS, prior to June 30, 2006, in each case
subject to certain exceptions; and

4) Kersaf, Cdedoniaand WLG will refrain from proposing or consummating certain extraordinary
corporate transactionsinvolving us, including any merger or the sale of substantialy dl of our assats.

Harborside Promissory Notes

We, in conjunction with Vistana, have entered into aseries of promissory noteswith Harborsde a Atlantis
to fund the construction cost of thetimeshare development. Asof December 31, 2001, we had advanced a
totd of $25 millionto Haborsideat Atlantis. Of thisamount Harborside at Atlantis had repaid $3.5 million
resulting in an outstanding balance of $21.5 million at December 31, 2001. During thefirst quarter of 2002,
Harborside at Atlantis has repaid an additiona $2.1 millionto us. Theloanswe made (the"Sun Loans')
were made Smultaneoudy with loansfrom Vigana (the "VidanaLoas'). The Sun Loansand the Vistana
Loans mirror each other in amounts, terms and conditions. Interest accrues a one-month Libor plus 250
basis points. The Sun Notes and the Vistana Notes are pari passu with respect to payments of principal

and accrued interest and such payments will be made as cash is avallable from the sde of timeshare units.

Management Services and Fees

We provide management servicesto Sun ResortsLimited, aMauritius company in which we currently own
a 20.4% equity interest. Pursuant to the management agreement with Sun Resorts Limited, we provide
comprehensve management services under individua management agreementsrelaing to eech of Le Saint
Geran, Le Touessrok, LaPirogue, Sugar Beach and Le Coco Beach, resort hotelsthat Sun ResortsLimited
owns. Theterm of each of these management agreements expiresin December 2008.

We provide management services to Kanuhura, a Madives company in which we currently own a 25%
equity interest. Thetermsof the management agreement runs concurrent with the terms of alease between
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Kanuhura and the Government of the Maldives to lease Kanuhura. That lease expires in 2026 and is
subject to extension.

We a0 provide management services to Harborside at Atlantis, ajoint venture in whichwe own a 50%
equity interest.

Long-Term Contract Fees

In 2001, we received $3.1 million from Kersaf pursuant to a long-term contract. This payment was
established at $2.4 million in 1994 and increases & a rate of 3.0% per year and has been paid annualy.

Office L ease

Effective February 2002, we entered into alease agreement with Tennyson Properties Limited whereby we
are leasing office space in Buckinghamshire in the United Kingdom for aperiod of 15 years. The annud
rent is approximately GBP 205,000 (which approximates US$ 300,000 at December 31, 2001) and is
subject to increase every five yearsto the current fair market value. Tennyson Properties Limitedisowned
by aKerzner family trus.

ITEM 8. FINANCIAL INFORMATION
(A) Consolidated Statements and Other Financial I nfor mation

Please refer to Item 18 for our consolidated financia statements and the independent auditors report
prepared by Arthur Andersen LLP.

L egal Proceedings
Kersaf Litigation

On October 17, 2001 we commenced a lawsuit in the Supreme Court of the state of New Y ork (Index
No. 604963/01) agang Kersaf, Royde Holdings Limited ("RRHL"), asubsdiary of Kersaf; and Sun
Internationa Management Limited, asubsidiary of RRHL, (collectively the"Kersaf Group"), for damages
and other relief for breach of contract, breach of confidentiaity, tortious interference with prospective
businessreations and unjust enrichment. The Kersaf Group engagesin the resort, hotel and gaming busness
in southern Africa. The gravamen of the complaint isthat, in settlement of prior diputes, the defendants
entered into a series of reated agreements in July, 2001, that, inter dia, barred the defendants from
engaging in the hote, resort and gaming business outsde of the mainland of the continent of Africafor an
agreed period of time; that shortly after entering into the agreements, the defendants breached them by
engaging in businessin areas of the world from which they were contractualy barred from doing business,
and that defendants misused confidentia information to which they had accessto interferewith and attempt
to usurp business opportunitiesthat belong rightly to us. The defendants have moved to dismissaportion of
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the action for lack of jurisdiction and the entire action on the grounds that the New York Court is an
inconvenient forum in which to hear the parties dispute. Themotionis scheduled to be heard by the court in
June 2002.

Other Litigation

A suit was brought againgt Sun International and Sun International Bahamas Limited for wrongful degth
arigng from an August 8, 2000 snorkeling accident which occurred in the Paradise Lagoon at Atlantisand
resulted in the death of afourteen-year old boy. We have asserted third-party clams againg the generd
contractor, sub-contractor and the design professiona that were involved in the Phase | congtruction
project. The three third- party defendants have filed procedura motions to dismiss chalenging venue and
lack of persond jurisdiction that remain pending. Trid is scheduled to begin in December 2002. We
maintain generd lidbility insurance coverage for oursdves and our subsdiaries covering our Atlantis
operations.

We are a defendant in certain litigation and are aware of certain clams and assessments incurred in the
norma course of business. In the opinion of management, based on the advice of counsd, the aggregate
ligaility, if any, aigng from such matters will not have a materia adverse effect on the accompanying
consolidated financid statements.

Enforceability Of Civil Liabilities

We are a Bahamian internationad business company incorporated under the Companies Act of the

Commonwesdlth of The Bahamas. Certain of our directors and executive officersreside outsde the United
States. A substantia portion of the assets of such persons and a certain portion of our assets are located
outsde the United States. As a resullt, in the opinion of Harry B. Sands and Company, our Bahamian

counsd, it may be difficult or impossble to effect service of process within the United States upon such
persons, to bring suit in the United States or to enforce, in the U.S. courts, any judgment obtained there
agang such persons predicated upon any civil ligaility provisons of the U.S. federa securitieslaws. Itis
unlikely that Bahamian courtswould entertain origind actions againg Bahamian companies, ther directorsor
officers predicated soldly upon U.S. federd securitieslaws. Furthermore, judgments predicated upon any
civil liaaility provisons of the U.S. federd securities laws are not directly enforcegble in The Bahamas.

Rather, alawsuit must be brought in The Bahamas on any such judgment. Subject to consideration of

privateinternationd law, in generd, ajudgment obtained after duetria by acourt of competent jurisdiction,
which is find and conclusve as to the issues in connection, is actionable in Bahamian courts and is
impeachable only upon the grounds of (i) fraud, (ii) public policy and (iii) naturd justice.

Gaming debts may not belegdly enforced in certain foreign jurisdictions or in certain jurisdictionswithin the

United States. As aresult, we may be unable to collect gaming debts from patrons of our casinos who
resde in such jurisdictions.
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Dividend Policy

Pursuant to our Articles of Association, the Board of Directors may from time to time declare dividends.
We higtoricaly have not paid dividends and there are currently no plans to declare any dividends.

(B) Significant Changes

Except as otherwise disclosed in this Annual Report, there has been no sgnificant changein our financid
position since December 31, 2001.

ITEM 9. THE OFFER AND LISTING

(A) Offer and Listing Details

The Ordinary Shares do not trade on any foreign exchange. The Ordinary Shares have been listed and
traded ontheNY SE snceMarch 1, 1996. On April 30, 2002, the closing price of our Ordinary Shareson

the NY SE was $28.33.

The following tables set forth the range d high and low closing sde prices of the Ordinary Shares as
reported on the NY SE during the periods shown.

For the year:
High Low
2001 $28.50 $17.13
2000 23.75 15.88
1999 47.49 17.31
1998 50.38 31.00
1997 41.50 30.00
For the quarter:
High Low
2002: 1¥ quarter $27.21 $22.95
2001: 1% quarter 23.11 19.23
2" quarter 28.50 22.15
3 quarter 28.31 17.23
4™ quarter 25.35 17.13
2000: 1% quarter 22.50 15.88
2" quarter 21.00 17.00
3 quarter 22.44 17.63
4" quarter 23.75 18.38
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For the month:

High Low
2002 April $29.15 $26.12
2002 March 27.21 24.90
2002 February 25.66 23.51
2002 January 24.58 22.95
2001 December 25.35 17.50

(B) Plan of Distribution
Not applicable.
(C) Markets

Since March 1, 1996, our Ordinary Shares have been listed and traded onthe NY SE. Our ordinary
shares are not listed on and do not trade on any other exchange.

(D) Sdling Shareholders
Not applicable.

(E) Dilution

Not applicable.

(F) Expensesof thelssue

Not applicable.

ITEM 10. ADDITIONAL INFORMATION

(A) ShareCapital

Not applicable.

(B) Articlesof Association

The Restated Articles of Association of Sun Internationa, dated as of June 26, 2001, was filed with the

SEC asan exhibit to our Form 20-F Annua Report for the year ended December 31, 2000, in file number
1-04226. Subsequent amendments, dated as of September 24, 2001, to these Restated Articles of
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Association were filed with the SEC with our proxy statement for the annual genera meeting to be held on
September 24, 2001.

A description of certain provisons of the Company's Restated Articles of Association isincorporated by
reference to the "Description of Capita Stock™ section of the Company's Form F- 3 filed with the SEC on
May 23, 2002.

(C) Material Contracts

The following isasummary of each materia contract in which we or any of our subsidiaries have been a
party to for the past two years.

First Amendment to the Third Amended and Restated Revolving Credit Facility

On June 13, 2000, we amended the Revolving Credit Facility (the "Firs Amendment”). The First
Amendment was entered into in order to alow us to complete a self-tender offer in 2000. An offer to
purchase 5,000,000 Ordinary Shares at a $24 per share cash price was made by us on June 26, 2000.
Such tender offer was completed in August 2000 whereby we purchased 5,000,000 Ordinary Sharesfor
an aggregate price of $120 million. The sdlf-tender offer wasfinanced with borrowings under the Revolving
Credit Facility. Pursuant to the Firs Amendment, the maximum amount of borrowings outstanding on the
Revolving Credit Facility was reduced from $625 million to $500 million.

Second Amendment to the Third Amended and Restated Revolving Credit Facility

In January 2001, we amended the Revolving Credit Facility (the "Second Amendment”) to dlow for the
Resorts Atlantic City Sdeand the Atlantic City Option. In accordance with the amendment, the maximum
amount of borrowings outstanding was reduced by the amount of cash proceeds received pursuant to the
Resorts Atlantic City Sde, which upon dosing of that sae, reduced the maximum amount of borrowingsthat
could be outstanding to $373 million. Thislimitation on borrowingswasto be further reduced by the cash
proceeds received from Colony if they exercised the Atlantic City Option. Theterm of the Revolving Credit
Facility was through August 12, 2002, a which time we would have been required to pay in full any
borrowings outstanding under that facility.

Fourth Amended and Restated Revolving Credit Facility

On November 13, 2001, we entered into aFourth Amended and Restated Revolving Credit Facility witha
syndicate of banks, the Lenders. The borrowings then-outstanding under the previous Revolving Credit
Facility were pad in full. Under the new fadility, the maximum amount of borrowings that may be
outganding is $200 million. An additiond $150 million of borrowings may be available under certain
circumgtances. We are currently engaged in discussions with certain Lenders to increase the maximum
alowable borrowings that may be outstanding to $300 million, pursuant to the Amended Revolving Credit
Facility, in which case, an additiond $50 million of borrowings would be available under certain
circumstances.
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Loansunder the Amended Revolving Credit Facility bear interest &t (i) the higher of (a) CIBC'sbaserateor
(b) the Federa Funds rate plus ¥ of one percent, in either case plus anadditional 0.25% to 1.75% based
on adebt to earningsratio during the period, as defined (the"Leverage Ratio”) or (ii) LIBO rate plus 1.25%
to 2.75% based on the Leverage Ratio. After each drawdown on the Amended Revolving Credit Facility,
interest is due every three months for the first sx months and is due monthly thereafter. Loans under the
Amended Revolving Credit Facility may be prepaid and reborrowed a any time and are due in full in
November 2006.

The Amended Revolving Credit Facility contains redtrictive covenants thet include: (a) redtrictions on the
payment of dividends, (b) minimum levels of consolidated EBITDA, () a minimum relaionship between
consolidated EBITDA and interest expense and debt and (d) aminimum level of consolidated net worth, as
defined.

Mohegan Sun Agreements

In February 1998, TCA and the Mohegan Tribe entered into a Rdinquishment Agreement that terminated
TCA's management of Mohegan Sun effective January 1, 2000. Under the Relinquishment Agreement,
TCA receives 5% of the grossrevenues of Mohegan Sun (including any expangonsthereto) for aperiod of
15 years

In February 1998, TCA and the Mohegan Tribe aso entered into a development services agreement.
Under this agreement, TCA acted as the Mohegan Tribe's developer for its $1 billion expanson of
Mohegan Sun, including anew 119,000 square foot casino that opened in October 2001 and a 34-story
1,200-room hotd that opened a mgority of itsroomsin April 2002.

Management Agreements

We have long-term management contracts with each of five hotelsin the Mauritiusthat are owned by Sun
Resorts Limited, including the Le Saint Geran, Le Touessrok, La Pirogue, Le CoCo Beach and Sugar
Beach. Pursuant to these management agreements, we provide comprehensive management servicesfor
which we receive a management fee caculated as a percentage of revenues (2%) and adjusted EBITDA
(15%). Theterm of each of these management agreements continues through December 2008.

We have a management agreement to manage the Royd Mirage Hotd in Dubal, which opened in August
1999. Pursuant to this agreement, we receive a management fee calculated as a percentage of revenues
(1.5%) and gross operating profits, asdefined (10%). The management fee schedule may be renegotiated
after 10 years. This management agreement expiresin 2019.

In July 2001, we entered into amanagement agreement to provide comprehensive management servicesto
Kanuhura Sun Resort and Spain the Mddives. Pursuant to this agreement, we receive amanagement fee
cdculated as a percentage of revenue (1.0%) and gross operation profit, as defined (10%). This
management agreement expiresin 2026.
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Harborsde at Atlantis Joint Venture

In 1999, weformed ajoint venture with Vistana, asubsidiary of Starwood, to develop atimeshare project
on Paradise Idand adjacent to Atlantis caled Harborside a Atlantis. We and Vistana each hold a 50%
interest in Harborside at Atlantis. Aspart of thejoint venture, we contributed land and Vistana contributed
cash based on the number of timeshare units to be devel oped.

Purchase Agreement between the Company and Colony

The Purchase Agreement among SINA, as parent, GGRI, Inc., as Sdller and Colony as Buyer (the
"Purchase Agreement™) was dated October 30, 2000. The contract wasentered into between the parties
to effect the Resorts Atlantic City Sdedescribed in " Item 4. History and Development of Business- Recant
Developments'. The Resorts Atlantic City Sale closed on April 25, 2001, and pursuant to the Purchase
Agreement, was conditioned on the approva by the New Jersey Casino Control Commission and Colony
recelving financing. Pursuant to the Purchase Agreement, upon closing of the Resorts Atlantic City Sdle,
Colony received a two year option to acquire certain undeveloped red estate owned by us, adjacent to
Resorts Atlantic City, for a purchase price of $40 million, which option can be extended for an additiona

two yearsunder certain circumstances. Also pursuant to the Purchase Agreement, effective April 25, 2001,
Colony leasesfrom SINA certain of the undevel oped red estate that is subject to the Atlantic City Option,
for $100,000 per month.

Colony Note

To facilitate Colony's financing of the Resorts Atlantic City Sale, we lent Colony $17.5 million toward the
purchase price of Resorts Atlantic City in exchange for an unsecured note at an annual rate of 12.5% per
annum. Interest was payable semi-annudly, one-hdf in cash and one-hdf in PIK Notes, the principd
balance and dl outstanding interest of the Note and the PIK Notesto be paid in seven yearsfrom the date
of theorigind Note. The effective date of the Note was April 25, 2001. In March 2002, Colony repaid
the notesin full including accrued interest.

NY Project Development Services Agreement

In March 2001, TCNY entered into a Development Services Agreement with the Stockbridge-Munsee
Tribe for the development of a casino project in the Catskill region of New York. The Development
Agreement was amended and restated in February 2002. Pursuant to the Development Agreement, as
amended, TCNY will provide preliminary funding, certain financing and exclusive devel opment servicesto
the Stockbridge-Munsee Tribein conjunctionwith the Project. Ascompensation for these services, TCNY
will earn afee of 5% of revenues, asdefined in the Devel opment Agreement, beginning with the opening of
the Project and continuing for aperiod of twenty years.
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I nter net Gaming Agreement

On February 15, 2002, we entered into an agreement with Station Casinos, pursuant to which Station
Casinoswill purchasea50% interest in SunOnline, our internet gaming subsidiary. Each company will have
equa board representations and SunOnlinewill be the exclusive vehiclefor both us and Station Casinosto
pursue the internet gaming businessin certain jurisdictions. We expect the transaction to close by thethird
quarter of 2002. The transaction is subject to a number of conditions, including regulatory approvals.

(D) Exchange Controls

The Centrd Bank of The Bahamas (the "Centrd Bank') must gpprove any payments made to companies,
including us, which are non-resident companies for exchange control purposes. The Central Bank has
granted approved invesment status in respect of our holding of the capita stock of our Bahamian
subgdiaries. The granting of such gatus will mean that dl payments of a current nature, including the
repatriation of dividends or other distributions to us out of the revenues of our Bahamian subsidiaries and
any proceeds received on the sde of such subsidiaries will be routingly gpproved by the Central Bank
following proper application. Any other paymentsto us by our Bahamian subsdiarieswill require sandard
gpprova by the Centra Bank.

There currently are no limitations on the right of nonresident or foreign ownersto hold or votethe Ordinary
Shares imposed by foreign law or by our Articles of Association.

(E) Taxation
Certain United States Federal Income Tax Considerations

The following is a generd discussion of certain United States federd income tax consequences to the
acquisition, ownership and disposition of Ordinary Shares. For purposesof thisdiscusson, a"United States
Holder" meansanindividud citizen or resdent of the United States, a corporation organized under thelaws
of the United States or of any state of political subdivision thereof, or an estate or trust theincome of which
isincludible in gross income for United States federal income tax purposes regardless of its source.

Rules regarding partnerships are complex. Partners in partnerships should consult their tax advisers
regarding the implications of owning Ordinary Shares.

This discussion is not intended to be exhaustive and is based on Statutes, regulations, rulings and judicia

decisons currently in effect. This discussion doesnot consider any specific circumstances of any particular
United States Holder and applies only to United States Holders that hold Ordinary Shares as a capita

as=t. Investorsare urged to consult their tax advisersregarding the United Statesfedera tax consegquences
of acquiring, holding and disposing of Ordinary Shares, as well as any tax consequences that may arise
under the laws of any foreign, Sate, loca or other taxing jurisdiction.
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Ownership of Ordinary Shares

Dividends on Ordinary Shares paid to United States Holderswill betreated asdividend incomefor United
States federd income tax purposes to the extent of our undistributed current or accumulated earnings and
profits as computed for federa income tax purposes. Such dividends will generdly not be digible for the
dividends received deduction available to certain United States corporations under Section 243 of the
Internal Revenue Code of 1986, as amended.

We are not a""passive foreign investment company™ (a"PHC"), a"foreign persond holding company” (a
"FPHC") or a"controlled foreign corporation” (a"CFC") for United States federal income tax purposes.

Wearenot a CFC or an FPHC asmore than 55% of our voting interest and stock valueis owned by non-

United States entities. If more than 50% of the voting power or value of our stock were owned (directly,

indirectly or by attribution) by United States personswho each owned (directly, indirectly or by attribution)

10% or more of the voting power of our stock (*10% Shareholders'), we would become a CFC and each
such 10% Shareholder would be required to include in its taxable income as a congtructive dividend an

amount equd to itsshare of aportion of our undistributed income. If more than 50% of the voting power or
vaue of our stock were owned (directly, indirectly or by attribution) by five or fewer individuds who are
citizens or resdents of the United States and if at least 60% of our income consisted of certain interes,

dividend or other enumerated types of income, wewould bean FPHC. If wewere an FPHC, each United
States Holder (regardless of the amount of stock owned by such United States Holder) would be required
toincludein itstaxable income as acongructive dividend its share of our undistributed income of specified
types. If our foreign ownership interests were to decrease, or if United States persons were to acquire a
greater ownership interest in our foreign stock holders, then it is possible that we could become a CFC or
FPHC if we otherwise satisfied the tests set forth above.

We are not a PFIC because we do not anticipate that more than 75% of our annua gross income will

conss of certain "passve’ income or more than 50% of the average vaue of our assetsin any year will

consst of assets that produce, or are held for the production of, such passive income. If such income and
asset tests were not met and we were to become a PFIC, all United States Holders would be required to
includein their taxable income certain undistributed amounts of our income, or in certain circumstances, to
pay an interest charge together with tax caculated & maximum rates on certain "excess digtributions'

(defined to include any gain on the sde of stock).

Any gainor losson the sale or exchange of Ordinary Sharesby aUnited StatesHolder will beacapita gain
or loss. If the United States Holder has held such Ordinary Shares for more than one year, such gain or
losswill be along-term capita gain or loss.

Annua filings of Form 5471 may be required from certain United States persons owning 10% or more of
our stock.
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Certain Bahamian Tax Consderations

The following is a brief and generd summary of certain Bahamian tax matters as they may rdate to the
Company and the holders of the Ordinary Shares of the Compary. Thediscussonisnot exhaudiveandis
basad on Bahamian law currently in effect.

The Bahamas does not impose any income, capitd gains or withholding taxes. Therefore, the Company will
not be subject toincometax in The Bahamas on an ongoing basisand dividends paid on Ordinary Sharesto
holders thereof will not be subject to a Bahamian withholding tax (the Company, however, is subject to
gaming taxes and other governmenta fees and charges).

(F) Dividendsand Paying Agents
Not applicable.

(G) Statement by Experts

Not applicable.

(H) Documentson Display

Sun Internationd is subject to the informationa requirements of the Securities Exchange Act of 1934 and
filesreportsand other information with the Securities and Exchange Commisson. Y ou may read and copy
al or any portion of the Annua Report and its exhibits at the public reference facilities maintained by the
SEC, 450 Fifth Street, N.W., Judiciary Plaza, Room 1024, Washington, D.C. 20549, and &t itsregiona

office Citicorp Center, 500 West Madison Street, Suite 1400 Chicago, Illinois 60661-2511. Y ou may
request copiesof al or any portion of these documents, upon payment of aduplication fee, by writing to the
public reference section of the SEC at 450 Fifth Street, N.W., Washington, D.C. 20549. Y ou may obtain
more informeation about the public reference room by calling the SEC at 1-800-SEC-0330. Our reports
and other information filed with the SEC are d so avail able to the public from commercia document retrieva

services and the website maintained by the SEC at www.sec.gov.

(1) Subsidiary Information

Please refer to "Item 4. Information on the Company (C) Organizational Structure” for alist of our
sgnificant subsdiaries. A liding of our sgnificant subsidiariesisfiled with this Annua Report as Exhibit
8. See"ltem 19. Exhibits'.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK

Our major market risk is interest rate risk associated with our bank debt and interest rate swaps on a
portion of our fixed rate debt. We attempt to limit our exposureto interest rate risk by managing the mix of
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fixed and floating rate debt, and by entering into variable interest rate swap agreementsto hedge aportion
of our fixed rate debt. See"Item 5.—(A) Operating and Financial Review and Prospects- Other Matters
— Market Risk" for information on our interest rate swap agreements.

We prepare our financid statementsin U.S. dollars. Our most significant non-U.S. operationsarein The
Bahamas. Dueto current governmenta policiesin The Bahamas that equate one Bahamian dollar to one
United Statesdollar and to our limited operationsin other jurisdictions outs de the United States, we do not
have materid market risk exposures relaive to changes in foreign exchange rates.

Fair vaue estimates are made at a specific point in time, based on relevant market information about the
financid instrument. These esimates are subjective in nature and involve uncertainties and matters of

sgnificant judgment. Thefar value of varigblerate debt approximatesthe carrying value snceinterest rates
are vaiable and, thus, approximate current market rates. Thefair vaue of fixed rate dateisbased onthe
market va ue on the balance sheet date, and in the case of thefair value of interest rate swapsisdetermined
from representationsof financia indtitutionsand representsthe discounted future cash flowsthrough maturity
or expiration using current rates, and is effectively the amount we would pay or receive to terminate the
agreements.

December 31, 2001 Fair Vaue
(In Thousands of Dollars) Expected Maturity Date December
Asset (Liability) 2002 2003 2004 2005 2006 Thereafter Total 31, 2001
Fixed rate debt:
9% Notes $ - $- 8% - 8% - 3 - $200,000  $200,000 $196,000
85/8% Notes - - - - - 100,000 100,000 98,000
8 7/8% Notes - - - - - 200,000 200,000 192,000
Variable rate debt - - - - 24,000 - 24,000 24,000

Average interest rates

Interest rate swaps - - - - - - - $5,503
Average pay rate (a) 6.411%
Averagereceiverate 8.875%

() Based on average spreads ranging from 2.95-3.02% plus six-month LIBOR.

ITEM 12. DESCRIPTION OF SECURITIESOTHER THAN EQUITY SECURITIES

Not applicable.
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PART II

ITEM 13. DEFAULTS, DIVIDENDS ARREARAGES AND DELINQUENCIES

Thereis nothing to disclose with respect to thisitem.

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS
AND USE OF PROCEEDS

In July 2001, pursuant to aconsent solicitation, we amended theindentures to our 9% Senior Subordinated
Notes and our 8 5/8% Senior Subordinated Notes. In August 2001, we issued the 8 7/8% Senior
Subordinated Notes which rank par passu to the 9% Senior Subordinated Notes and the 8 5/8% Senior
Subordinated Notes. The proceeds from the 8 7/8% Senior Subordinated Notes were used to repay
borrowings then outstanding on our Revolving Credit Fecility.

In November 2001, we amended our Revolving Credit Fecility. This amendment, among other things,
reduced the maximum amount of borrowing that may be outstanding under thefacility to $200 million, with
an additiona $150 million availableunder certain circumstances, and extended theterms of thefacility for an
additional four years. Asof May 2002, we are currently engaged in discussions with certain Lendersto
increase the maximum amount of borrowings that may be outstanding to $300 million, in which case an
additiona $50 million would be available under certain circumstances. The Senior Subordinated Notesare
subordinate to the Revolving Credit Facility. See™2001 Consent Soliditation” and " Refinancing” under "ltem
4 (A) History and Development of the Company™ for a description of these transactions.

OnMay 20, 2002, weissued in aprivate offering an additiona $200 million of 8 7/8% Senior Subordinated
Notes. The proceeds from this offering will be used to fund a tender offer and redemption of our 9%
Senior Subordinated Notes. These transactions are further described under "Item 4. (A) History and
Development of the Company — Recent Developments'.

As part of the SIIL reorganization, Kersaf hasgranted aproxy to vote haf of itssharesto WL G and half of
its sharesto Caledonia. In addition, we entered into a regidtration rights and governance agreement with
Kersaf, WLG, Cdedonia, CMS and certain of their affiliates. See "Item 7. Mgor Shareholders and
Redated Party Transactions' for afurther description of these transactions.

ITEM 15. RESERVED

ITEM 16. RESERVED
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PART I11

ITEM 17. FINANCIAL STATEMENTS

Not applicable.

ITEM 18. FINANCIAL STATEMENTS
(A) List of Financial Statements and Financial Statement Schedules

Report of Independent PUbliC ACCOUNTAINTS..........cooverieriireriesenie e
Consolidated BAlanNte SNEELS........coviiiiiie ettt et sbae s sabeeeeas
Consolidated StatemeENtS Of INCOME.......ccuveiii i
Consolidated Statements of Changes in Shareholder EQUIty.........cceeeeviece e,
Consolidated Statements of Cash FIOWS.........ccvieiieeecieeccee e
Notes to Consolidated FinanCla StatEMENES........ccveeiieeieiieieccee e
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ITEM 19. EXHIBITS

Exhibit No.

Description

Sequentially
Numbered Pages

11

1.2

21(a)

2.1 (b)

21(c)

2.1 (d)

Restated Articles of Association of SIHL dated as
of June 26, 2001.

Amendment to Restated Articles of Association of
SIHL dated as of September 24, 2001.

Form of Purchase Agreement for $200,000,000
principal amountsof 9% Senior Subordinated Notes
due 2007 dated March 5, 1997, among SIHL and
SINA, asissuers, Bear, Stearns& Co. Inc., Societe
Generale Securities Corporation and Scotia Capital
Markets (USA) Inc., as purchasers, and various
subsidiaries of SIHL, as guarantors.

Form of Indenture dated as of March 10, 1997,
between SIHL and SINA, as issugrs, various
subsidiaries of SIHL, as guarantors, and The Bank
of New York, as trustee, with respect to
$200,000,000 principd amount of 9% Senior
Subordinated Notes due 2007 and exhibitsthereto.

Supplementa Indenture dated as of July 23, 2001
to Indenture dated as of March 10, 1997 to the 9%
$200,000,000 Senior Subordinated Notes due
2007.

Supplemental Indenture dated as of September 19,
2001 to Indenture dated as of March 10, 1997 to
the 9% $200,000,000 Senior Subordinated Notes
due 2007.
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Incorporated by reference to
Exhibit 1 to Sun Internationd’s
Form 20-F Annual Report for the
year ended December 31, 2001,
inFile No. 1-04226.

Incorporated by reference to
Exhibit 10 to regigtrant's Form 6-
K dated August 24, 2001 in File
No. 1-04226.

Incorporated by reference to
Exhibit (4)(€)(1) to SINA's Form
10-K Annud Report for the fiscal
year ended December 31, 1996,
in File No. 1-4748.

Incorporated by reference to
Exhibit (4)(€)(2) to SINA's Form
10-K Annud Report for the fiscal
year ended December 31, 1996,
in File No. 1-4748.

Incorporated by reference to
Exhibit (99)(a) to registrant'sForm
6-K dated July 23, 2001 in File
No. 1-04226.

Incorporated by reference to
Exhibit (99)(b) toregistrant'sForm
6-K dated September 19, 2001 in
File No. 1-04226.



Exhibit No.

Description

Sequentially
Numbered Pages

21(e

21 (f)

22(a)

2.2 (b)

2.2 (c)

2.3(a)

Form of Regidration Rights Agreement dated as of
March 5, 1997, by and among SIHL and SINA, as
issuers, various subsdiariesof SIHL, asguarantors,
and Bear, Stearns & Co. Inc., Societe Generde
Securities Corporation and Scotia Capital M arkets
(USA) Inc., as purchasers.

Form of Inter-Borrower Agreement dated as of
March 10, 1997, between SIHL and SINA.

Form of Indenture dated as of December 10, 1997,
between SIHL and SINA, as issuers, vaious
subsidiaries of SIHL, as guarantors, and The Bank
of New York, as trustee, with respect to
$200,000,000 principa amount of 8.625% Senior
Subordinated Notes due 2007.

Supplemental Indenture dated as of July 23, 2001
to Indenture dated as of December 10, 1997 to the
8.625% $100,000,000 Senior Subordinated Notes
due 2007.

Supplementa Indenture dated as of September 19,
2001 to Indenture dated as of December 10, 1997
to the 8.625% $100,000,000 Senior Subordinated
Notes due 2007.

Form of Purchase Agreement for $200,000,000
principa amounts of 8 7/8% Senior Subordinated
Notes due 2011 dated August 9, 2001, among
SIHL and SINA, asissuers, Deutsche Banc Alex.
Brown Inc., Bear Stearns & Co. Inc., CIBC World
Markets Corp., Banc of America SecuritiesLLC,
Wells Fargo Brokerage Services, LLC, Fest
Securities, Inc., and The Roya Bank of Scotland
PLC, as purchasers, and various subsidiaries of
SIHL, as guarantors.
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Incorporated by reference to
Exhibit (4)(e)(3) to SINA's Form
10-K Annud Report for thefisca
year ended December 31, 1996,
inFileNo. 1-4748.

Incorporated by reference to
Exhibit (4)(€)(4) to SINA's Form
10-K Annud Report for the fisca
year ended December 31, 1996,
in File No. 1-4748.

See Exhibit 2.2 ().

Incorporated by reference to
Exhibit (99)(b) toregigtrant'sForm
6-K dated July 23, 2001 in File
No. 1-04226.

Incorporated by reference to
Exhibit (99)(c) toregidrant'sForm
6-K dated September 19, 2001 in
File No. 1-04226.

See Exhibit 2.3 (3).



Exhibit No.

Description

Sequentially
Numbered Pages

2.3 (b)

2.3(c)

2.3(d)

2.3 (e

2.3 (f)

Form of Purchase Agreement for $200,000,000
principa amounts of 8 7/8% Senior Subordinated
Notes due 2011 dated May 9, 2002, among SIHL
and SINA, as issuers, Bear Stearns & Co. Inc,,
Deutsche Bank Securities Inc., CIBC World
Markets Corp., Banc of America Securities LLC,
Wedls Fargo Brokerage Services, LLC, JP.
Morgan Securities Inc., as purchasers, and various
subsidiaries of SIHL, as guarantors.

Form of Indenture dated as of August 14, 2001,
between SIHL and SINA, as issuers, various
subsidiaries of SIHL, as guarantors, and The Bank
of New York, as trustee, with respect to
$200,000,000 principa amount of 8 7/8% Senior
Subordinated Notes due 2011.

Supplementd Indenture dated as of September 19,
2001 to Indenture dated as of August 14, 2001 to
the 8 7/8% $200,000,000 Senior Subordinated
Notes due 2011.

Form of Regidtration Rights Agreement dated as of
August 14, 2001, by and among SIHL and SINA,
as issuers, vaious subsdiaries of SIHL, as
guarantors, and Deutsche Banc Alex. Brown Inc.,
Bear Stearns & Co. Inc., CIBC World Markets
Corp., Banc of America Securities LLC, Wedls
Fargo Brokerage Services, LLC, Fleet Securities,
Inc., and The Roya Bank of Scotland PLC, as
purchasers.

Form of Regidtration Rights Agreement dated as of
May 20, 2002, by and among SIHL and SINA, as
issuers, various subsdiariesof SIHL, asguarantors,
and Bear Stearns & Co. Inc., Deutsche Bank
SecuritiesInc., CIBC World Markets Corp., Banc
of AmericaSecuritiesLLC, WellsFargo Brokerage
Services, LLC, JP. Morgan Securities Inc., as
purchasers.
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See Exhibit 2.3 (b).

Incorporated by reference to
Exhibit (2)(c) to regigtrant's Form
6-K dated August 24, 2001 inFile
No. 1-04226.

Incorporated by reference to
Exhibit (99)(a) toregistrant'sForm
6-K dated September 19, 2001 in
File No. 1-04226.

Incorporated by reference to
Exhibit 2 (b) to SIHL's Form 6-K
dated August 24, 2001 in File No.
1-04226.

See Exhibit 2.3 (f).



Sequentially

Exhibit No.  Description Number ed Pages
41 Purchase Agreement among SINA as parent, Incorporated by reference to
GGRI, as Sdler and Colony as Buyer dated asof ~ Exhibit (10) to SINA's Form 10-
October 30, 2000. Q Quarterly Report for the
guarter ended September 30,
2000 in File No. 1-4748.
4.2 Promissory Note between Colony and SINA Incorporated by reference to
dated as of April 25, 2001. Exhibit 2 of Sun Internationd’s
Form 6-K dated May 3, 2001 in
File No. 1-04226
4.3 Fourth Amended and Restated Revolving Credit  Incorporated by reference to
Facility dated as of November 13, 2001 among Exhibit (10) to SINA's Form 10-
SIHL, SINA and SIB and various financid Q Quarterly Report for the
ingtitutions as Lenders, and CIBC asthe quarter ended September 30,
adminigrative agent. 2001, in File No. 1-4748.
44 TCNY Second Amended and Restated Incorporated by referenceto
Development Services Agreement dated as of Exhibit (10) to SINA's Form 10-
February 6, 2002 among the Stockbridge- Q Quarterly Report for the
Munsee Tribe, the Stockbridge-Munsee Triba quarter ended March 31, 2002,
Gaming Authority, TCNY, SINA and Waterford  in File No. 1-4748.
Gaming Group, LLC.
4.5 Management Agreement between the Government  Incorporated by reference to
of Dubal and Sun International Management Exhibit 3.2 to Sun Internationa's
Limited and Sun Internationa Hotels Limited Form 20-F Annual Report for
dated as of June 5, 1998. the year ended December 31,
1998, in File No. 1-04226.
4.6 Development Services Agreement dated February  Incorporated by reference to

7, 1998 between the Mohegan Triba Gaming

Authority and TCA.
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Exhibit 2.1 to Sun Internationd’s
Form 20-F Annua Report for
the year ended December 31,
1997, in File No. 1-04226.



Sequentially

Exhibit No.  Description Number ed Pages
4.7 Reinquishment Agreement dated February 7, Incorporated by reference to
1998, between the Mohegan Triba Gaming Exhibit 2.2 to Sun Internationa's
Authority and TCA. Form 20-F Annua Report for
the year ended December 31,
1997, in File No. 1-04226.
4.8 Stock Purchase Agreement dated as of February ~ See Exhibit 4.8.
14, 2002, by and among Station Casinos, Inc.,
Station Online, Inc., SIHL and SunOnline Limited
with respect to certain shares of capital stock of
SunOnline Limited.
4.9 Resorts Retirement Savings Plan, dated January 1,  Incorporated by reference to
2000. Exhibit (10)(c) to SINA's Form
10-K Annua Report for the year
ended December 31, 2000 in
File No. 1-4748.
6 Computation of earnings per share. Incorporated by reference to
Note 2 of the Notesto the
Consolidated Financid
Statements.
8 Liding of subsdiaries. See Exhibit 8.
10.1 Sun Internationd Hotels Limited Audit Committee  Incorporated by reference to
Charter. Exhibit 3.4 of Sun Internationd’s
Form 20-F Annua Report for
the year ended December 31,
1999, in File No. 1-04226.
10.2 L etter from the Regigtrant to the SEC regarding See Exhibit 10.2.

representations made by
Arthur Andersen LLP.
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SIGNATURES

The regidrant hereby certifies that it meets al of the requirements for filing on Form 20-F and has duly
caused and authorized the undersigned to Sgn this Annua Report on its behalf.

SUN INTERNATIONAL HOTELSLIMITED

Date: May 30, 2002 By: /9John R. Allison

Name  JohnR. Allison
Title Executive Vice Presdent
Chief Financid Officer

83



SUN INTERNATIONAL HOTELSLIMITED
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders of Sun International Hotels Limited:

We have audited the accompanying consolidated baance sheets of Sun Internationa Hotels
Limited and subsidiaries as of December 31, 2001 and 2000, and the related consolidated
datements of operations, changes in shareholders equity and cash flows for each of the three
years in the period ended December 31, 2001. These financia statements are the responsbility of
the Company's management. Our respongbility is to express an opinion on these financid
Statements based on our audits.

We conducted our audits in accordance with auditing standards generdly accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financid datements are free of materid misstatement. An audit includes
examining, on a test bass evidence supporting the amounts and disclosures in the financid
datements. An audit aso incudes assessng the accounting principles used and Sgnificant
edimates made by management, as wdl a evduaing the overdl financd daement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financia Satements referred to above present fairly, in adl materid respects,
the financid pogtion of Sun International Hotels Limited and subsdiaries as of December 31,
2001 and 2000 and the results of their operations and their cash flows for each of the three years
in the period ended December 31, 2001 in conformity with accounting principles generaly
accepted in the United States.

ARTHUR ANDERSEN LLP

Roseland, New Jersey
January 25, 2002
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SUN INTERNATIONAL HOTELSLIMITED
CONSOLIDATED BALANCE SHEETS
(Inthousands of US dollars, except share data)

December 31,
2001 2000
ASSETS
Current assets:
Cash and cash equivaents $ 30471 $ 22,497
Restricted cash 4,518 1,651
Trade receivables, net 37,454 40,612
Due from effiliates 28,364 34,140
Inventories 8,807 10,417
Prepaid expenses and other assets 5,226 9,849
Net assets held for sale - 138,350
Totdl current assets 114,840 257,516
Property and equipment, net 1,155,192 1,155,509
Note receivable 18,018 -
Due from &ffiliates — non-current 15,888 5,069
Deferred tax asset, net 3,874 -
Deferred charges and other assets, net 18,692 13,120
Investment in associated companies 30,527 29,577
Totd assets $1,357,031 $1,460,791
LIABILITIES AND SHAREHOLDERS EQUITY
Current ligbilities
Current maturities of long-term debt ¢ 261 ¢ 230
Accounts payable and accrued lighilities 148,063 136,872
Capital creditors 6,570 12,954
Tota current ligbilities 154,894 150,056
Other long-term lidhilities 5,503 -
Long-term debt, net of current maturities 518,231 668,908
Totd lidbilities 678,628 818,964
Commitments and contingencies (Notes 9 and 17)
Shareholders equity:
Ordinary shares, $.001 par vaue 34 34
Capitd in excess of par 688,714 680,784
Retained earnings 160,977 129,321
Accumulated other comprehensive loss (8,553) (5,543)
841,172 804,596
Treasury stock (162,769) (162,769)
Tota shareholders equity 678,403 641,827
Totd liabilities and shareholders equity $1,357,031 $1,460,791

The accompanying notes are an integra part of these balance shedts.
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SUN INTERNATIONAL HOTELSLIMITED

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands of US dollars, except per share data)

For theYear Ended December 31,

2001
Revenues:
Gaming $ 116,490
Rooms 176,573
Food and beverage 121,415
Tour operations 36,348
Real estate related 9,771
Management and other fees 36,306
Other revenues 56,416
Insurance recovery 2,000
Gross revenues 555,819
Less: promotional allowances (22,778)
Net revenues 533,041
Cost and expenses:
Gaming 60,444
Rooms 29,625
Food and beverage 82,856
Other operating expenses 80,094
Real estate related 2,865
Selling, general and administrative 80,206
Tour operations 32,041
Corporate expenses 25,106
Depreciation and amortization 51,490
Purchase termination costs -
Transaction costs -
Restructuring costs 5732
Pre-opening expenses 6,904
Write-down of net assets held for sale -
Cost and expenses 457,363
Income (loss) from operations 75,678
Other income (expense):
Interest income 7471
Interest expense, net of capitalization (52,702)
Equity in earnings of associated companies 3,059
Other, net (760)
Other expense, net (42,932)
Income (loss) before provision for income taxes 32,746
Provision for income taxes (1,090)
Net income (loss) $ 31,656
Earnings (loss) per share:
Basic $ 118
Diluted $ 114

The accompanying notes are an integral part of these statements.
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2000

$ 367,935
194,008
147,718

33,192
108,650
35,763
49,208

936,474
(51,779)
884,695

224,765
33,915
98,288
96,605
32,272

103,465
29,626
25340
60,223
11,202

7,014

7,616
229,208
959,539

(74,844)

4,194
(45,678)
4,225

(688)
(37,947)

(112,791)
(6,313)
§ (119,104)

A

(386)
(386)

A

1999

$ 351545
164,831
137,100

28,714

46,898
45,910
14,209

789,207

(50,240)

738,967

209,177
30,448
91,539
92,705

93,962
27816
16,260
57,230

5,398

624,535

114,432

12,725
(50,699)
2,628

(35,286)

79,146
(9,324)

$ 69822



Balance at December 31, 1998

Tranglation reserves
Repurchase of 1 million Ordinary
Shares
Exercise of share options
Shares canceled
Net income
Balance at December 31, 1999

Translation reserves
Repurchase of 6.1 million
Ordinary Shares
Exercise of share options
Net loss
Balance at December 31, 2000

Tranglation reserves
Exercise of share options
Net income

Balance at December 31, 2001

SUN INTERNATIONAL HOTELSLIMITED
CONSOLIDATED STATEMENTS OF CHANGESIN SHAREHOLDERS EQUITY

For the Years Ended December 31, 2001, 2000 and 1999

(Inthousands)

Retained Earnings

Accumulated

Other Comprehensive
Ordinary Shares Capital in Retained Comprehensive Treasury Total Income (L 0ss)
Shares Amount Excess of Par Earnings L 0ss Stock Equity for the Period
33577 $4 $ 675595 $ 178,603 $ (3611) $ - $ 850,621
- - - - (1,958) - (1,958) $ (1,9%8)
- - - - - (20,977) (20,977) -
112 - 2,696 - - - 2,696 -
@) - (373) - - - (373) -
- - - 69,822 - - 69,822 69,822
33,682 R 677,918 248,425 (5,569) (20,977) 899,831 $ 67864
- - - - 26 - 26 $ 26
- - - - - (141,792) (141,792) -
192 - 2,866 - - - 2,866 -
- - - (119,104) - - (119,104) (119,104)
33874 R 680,784 129,321 (5,543) (162,769) 641,827 $ (119,078)
- - - - (3,010) - (3,010) $ (3010)
531 - 7,930 - - - 7,930 -
R - - 31,656 - - 31,656 31,656
34,405 $4 $ 688,714 $ 160977 $ (8553) $ (162,769) $ 678403 $ 28646

The accompanying notes are an integral part of these statements.




SUN INTERNATIONAL HOTELSLIMITED
CONSOLIDATED STATEMENTSOF CASH FLOWS
(In thousands of US dollars)

For the Year Ended December 31,
2001 2000 1999

Cash flows from operating activities:
Net income (loss) $ 31,656 $ (119,104) $ 69822
Adjustments to reconcile net income (loss) to net
cash provided by operating activities:

Depreciation and amortization 55,692 64,340 60,147
Write-down of net assets held for sale - 229,208 -
Purchase termination costs - 11,202 -
(Gain) loss on disposition of other assets 760 683 (60)
Equity in earnings of associated companies,
net of dividends received (187) (1,377) 23

Provision for doubtful receivables 6,355 6,492 6,466
Provision for discount on CRDA obligations, net - 79 587
Deferred income tax benefit (3874) - -
Net changein deferred tax liability - 205 (30)
Net change in deferred charges and other assets (1,398) (1,668) 4548
Net change in working capital accounts:

Receivables (3,722) (9,179) (20,440)

Duefrom affiliates 1,377 (4,658) (7,150)

Inventories and prepaid expenses 5,098 (2,052) (8,129)

Accounts payable and accrued liahilities 1,676 26,490 4,198
Other 5,900 23912 -

Net cash provided by operating activities 99,333 225,298 109,982

Cash flows from investing activities:
Payments for property and equipment, net of insurance

proceeds received (67,590) (155,892) (205,046)
Net proceeds from the sale of other assets 2547 501 5,186
Proceeds received from sale of Resorts Atlantic City, net 120,850 - -
Proceeds received for repayment of note receivable 12,000 - -
Proceeds from redemption of subordinated notes - - 94,126
Deposit refunded (paid) for proposed Desert Inn acquisition - 7,750 (16,117)
Advances to associated companies, net (6,420) (18,663) (600)
Acquisition of equity interest in associated company (3,768) - -
Sale of subordinated notes - - 2,798
Reclassification of cash to net assets held for sale - (21,453) -
CRDA deposits and other - (2,695) (2,746)

Net cash provided by (used in) investing activities 57,619 (190,452) (122,399)
Cash flows from financing activities:
Proceeds from exercise of share options 7,930 2,866 2,696
Borrowings 274,500 202,000 129,000
Repurchase of Ordinary Shares - (141,792) (20,977)
Debt issuance and modification costs (8,805) (919) (2,361)
Repayment of borrowings (419,736) (113,063) (118,854)
Net cash used in financing activities (146,111) (50,908) (10,496)
Increase (decrease) in cash and cash equivalents 10,841 (16,062) (22,913)
Cash and cash equivalents at beginning of period 24,148 40,210 63,123
Cash and cash equivalents at end of period $ 34939 $ 24,148 $ 40210

The accompanying notes are an integral part of these statements.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Organization and Basis of Presentation

Sun Internationd Hotes Limited ("SIHL"), an internaionad resort and gaming company, was
incorporated in 1993 under the laws of the Commonwedth of The Bahamas. In these notes to
consolidated financid datements, the words "Company”, "we', "our" and "us' refer to SIHL
together with its subsidiaries as the context may require.

We are a leading developer and operator of premier destination casino resorts and luxury hotels.
In our destination casino resort business, we own and operate the Atlantis Paradise Idand resort
and casino mmplex ("Atlantis’) located in The Bahamas. We aso developed and receive certain
revenue from the Mohegan Sun Casino in Uncasville, Connecticut.  In our luxury resort hotd
busness, we operate eight beach resorts at locations in Mauritius, Dubal, the Madives and The
Bahamas. We ae in the early dages of an Internet gaming venture, which was in the testing
phase through the end of 2001 and commenced operations effective January 2002.

Prior to 2001, we owned and operated a resort and casino property in Atlantic City, New Jersey
("Resorts Atlantic City"), which we sold to an unaffiliated entity.

Majority Shareholder Reorganization

In July 2001, we announced the restructuring of our mgority shareholder, Sun Internationa
Investments Limited ("SIIL"), and the resolution of certain matters with SIIL and certain of its
shareholders (collectively the "Reorganization™). At the time of the Reorganization, SIIL and its
shareholders beneficidly owned gpproximatdy 67% of our issued and outstanding ordinary
shares (the "Ordinay Shares’). SlIL is itsdf owned in equa thirds by Kersaf Investments
Limited ("Kersa"), Cdedonia Investments PLC and World Leisure Group Limited, a company
controlled by a Kerzner family trus. SIIL previoudy was governed by a shareholders
agreement pursuant to which dl mgor decisons of SIL required the unanimous consent of its
shaeholders.  In connection with the Reorganization, among other things, SIL is being
dissolved and the shareholders agreement governing SIIL was terminated. Accordingly, SliL's
shareholders will obtain direct ownership of ther Ordinary Shares.  In addition, SlIL's
shareholders have agreed to, among other things, certain standdtill provisons in effect through
Jdune 2006, pursuant to which each of them will refran from proposng or consummeting certain
extreordinary corporate transactions involving the Company, including any merger or the sde of
ubgantidly al of the Company's assets.  Pursuant to a regidration rights and governance
agreement, we granted certain registration rights to SIL's shareholders in respect of the Ordinary
Shares held by them, and Kersaf has agreed to sdl not less than two million of its Ordinary
Shares in a registered public offering before June 30, 2002, subject to certain exceptions. Kersaf
operates a number of hote, casno and resort properties in southern Africa under the Sun
International name and there has been some confuson regarding the use of the Sun Internationa
name by both Kersaf and the Company. We agreed that, after a transition period not to exceed
one year from June 30, 2001, we will cease using the names "Sun" and "Sun Internationd”. In
connection with the Reorganization, Kersaf agreed to pay us $15.5 million. This was settled by a
one time cash payment of $3.5 million and the issuance of a 5 year, $12 million note, bearing
interest a 9% per annum. In December 2001, the principd amount of the note and accrued
interest thereon was repaid in full.

F-7



The Bahamas

Through cetan Bahamian subsdiaries, we own and operaie Atlantis, our flagship property.
Atlantis is a 2,317-room, ocean-themed degtination casino resort located on Paradise Idand, The
Bahamas. Atlantis features three interconnected hotel towers, the Roya Tower, the Cord Tower
and the Beach Tower, dl built around a 7-acre lagoon and a 34-acre marine environment that
includes the world's largest openrair aguarium. Atlantis aso features a 100,000 square foot
entertainment complex containing gpproximatedy 1,000 dot machines and 80 table games, 17
restaurants, approximately 100,000 square feet of convention space, a sports center, over 30,000
square feet of high-end retall space and a 63-dip, full service marina We dso own and operate
the Ocean Club Resort, a high-end luxury resort hote with 106 rooms and suites located on
Paradise 1dand, as well as the Ocean Club Golf Course, a water plant, and other improvements
on Paradise Idand. We own gpproximately 100 acres of undeveloped land, which is available
for sale or development.

During 1999, we completed congtruction of a new 100,000 square foot convention facility. In
2000, we completed congruction of an addition to the Ocean Club Resort comprisng 40
luxurious rooms and ten deluxe suites, as wel as a new beachfront restaurant operated by well-
known restaurateur Jeant Georges Vongerichten. In addition, we completed the Tom Weiskopf-
designed championship Ocean Club Golf Course and Clubhouse which opened to the public in
January 2001. Also in 2000, we completed the infrastructure of the Ocean Club Estates, with
121 luxury homesites set around the golf course. Of the homestes available for sae, 102 were
closed on during 2000 and nine more were closed on during 2001. As of December 31, 2001,
there are no remaning homedtes avalable for sde dthough eight of them ae pending find
closing, and two will be retained by the Company.

In 1999, through one of our Bahamian subsdiaries, we formed a joint venture with Vistang, Inc.
("Vigand'), a subsdiay of Stawood Hoteds and Resorts Worldwide Inc. ("Starwood'), to
develop a timeshare project on Paradise Idand adjacent to Atlantis ("Harbordgde at Atlantis’).
Vigana and the Company each have a 50% interest in the joint venture. Congruction of 82 two
bedroom lock-off units was completed by February 2001 and sdes of the timeshare units began
in May 2000. Our share of earnings from Harborsde a Atlantis is included in equity in earnings
of associated companies in the accompanying consolidated statements of operations.  In addition,
we ean fees for marketing, adminigtrative and development services provided to Harborsde at
Atlantis.

Connecticut

We have a 50% interest in, and are a managing partner of, Trading Cove Associates ("TCA™), a
Connecticut general partnership that developed and until December 31, 1999, had a management
agreement  (the "Management Agreement”) with the Mohegan Triba Gaming Authority, an
indrumentdity of the Mohegan Tribe of Indians of Connecticut (the "Mohegan Tribe') to
operate a casno resort and entertanment complex dtuated in the town of Uncasville,
Connecticut (the "Mohegan Sun Cadno'). The Management Agreement which covered
management, marketing and adminisirative services, provided that TCA was entitled to receive
between 30% and 40% of the net profits, as defined, of the Mohegan Sun Casino. TCA is
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obligated to pay cetan amounts to its patners and certain of ther dffiliates, as priority
payments. These amounts are pad as TCA recalves sufficient cash to meet those priority
payments.

In 1998, the Mohegan Tribe retained TCA to develop its $960 million expansion of the Mohegan
Sun Casino for a fee of $14 million. In addition, TCA and the Mohegan Tribe entered into an
agreement (the "Reinquishment Agreement”) whereby it was agreed tha effective January 1,
2000, TCA would turn over management of the Mohegan Sun Resort Complex, including its
expanson, to the Mohegan Tribe. The term of the Management Agreement was seven years
beginning in October 1996, the date the Mohegan Sun Casino opened. Pursuant to the
Rdinquishment Agreement, the Management Agreement was terminated and, effective January
1, 2000, TCA receives payments of five percent of the gross revenues of the Mohegan Sun
Resort Complex for a 15-year period. For the years 2001 and 2000, we recorded payments
received from TCA pursuant to the Rdinquishment Agreement of $27.4 million and $19.8
million, respectively, and for the year 1999 we recorded payments received pursuant to the
Management Agreement of $32.6 million. Development fees earned for the years 2001, 2000
and 1999 were $0, $3.8 million and $6.7 million, respectively.

In connection with the development of the Mohegan Sun Casino in 1996, we held subordinated
notes issued by the Mohegan Tribe, for which interest payments were satisfied by the issuance of
additional notes. The aggregate principa baance on these notes, including accrued interest, was
$94.1 million & December 31, 1999 when they were repaid in full. Interest earned in 1999 on
the subordinated notes amounted to $9.9 million.

Mauritius, Maldives and Dubai

In Mauritius, we manage and own interets in five beach resorts ("Indian Ocean Resorts’)
induding the 175-room Le Saint Geran Hotel, the 200-room Le Touessrok Hotdl, the 248-room
La Pirogue Hotd, the 333-room Le CoCo Beach and the 238-room Sugar Beach Resort Hotdl.
Through June 16, 2000, we owned a 22.8% interest in Indian Ocean Resorts. Effective June 16,
2000, Indian Ocean Resorts issued additiona shares of stock under a rights issue in which we did
not take up our rights, effectively reducing our ownership interest to 20.4%.

In the Maddives, located approximately 600 miles southwest of the southern tip of India, we
manage the Kanuhura Resort & Spa ("Kanuhurd'), a 120-room luxury resort located on
Kanuhura Idand. Effective August 1, 2001, we acquired a 25% ownership interest in Kanuhura
for goproximately $3.8 million.

In Dubai, we manage the Roya Mirage Hotdl, a 258-room hotd that opened in August 1999. In
2001, we entered into negotiations to manage a new 225-room luxury hote tha is to be
constructed adjacent to the existing property.

We manage these resorts under long-term management contracts and receive management fees
based upon a percentage of the revenues and adjusted gross operating pofits of these properties.
Our share of earnings from the properties in Mauritius and the Mddives are included in equity in
earnings of associated companies in the accompanying consolidated statements of operations.
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I nternet Gaming

In February 2001, we entered into an agreement with Boss Media AB to develop an Internet
gaming software solution. Through a wholly owned subsidiary, we designed our website and
developed and implemented sysems and procedures to exclude play from jurisdictions where
Internet gaming is illegd, such as the United Statess From August to December 2001, we
operated the dte on a test bass without live wagering to determine the viability of the business
and the effectiveness of our sysems to mantan compliance with dl gpplicable laws. Costs
incurred during 2001 in connection with Internet gaming are included in pre-opening expensss in
the accompanying consolidated statements of operations. In September 2001, we were awarded
one of the firg three online gaming licenses granted by the Ide of Man. In December 2001, our
Internet gaming subsdiay became the fird Ide of Man licensee to commence live gaming
operations when it launched www.CasinoAtlantis.com, our Internet wagering Ste.

Sale of Resorts Atlantic City

Through a wholly owned subsidiary, we previoudy owned and operated Resorts Atlantic City, a
644-room casno and hotel property. On April 25, 2001, we completed the sde of Resorts
Atlantic City to an dfiliale of Colony Capitd LLC ("Colony") for a purchase price of
approximately $144 million, including accrued interest (the "Resorts Atlantic City Sd€'). The
proceeds received from Colony conssted of gpproximatdy $127 million in cash and an
unsecured $17.5 million note (the "Promissory Note'). The Promissory Note accrues interest at
a rate of 12.5% per annum, and interest is payable semi-annudly, with the option to pay one-hdf
of the interest through the issuance of additional notes. The net cash proceeds were used to
permanently reduce borrowings outstanding by us under a bank credit facility (the "Revolving
Credit Facility”). The cash proceeds received from Colony were partidly offset by
approximately $6 million in costs paid by us after dosng, which incduded employee termination
costs and legdl fees.

We entered into a definitive agreement to sell Resorts Atlantic City in the fourth quarter of 2000,
and as of December 31, 2000, we accounted for Resorts Atlantic City as an investment held for
sde. The carrying vaue of the net assets to be digposed of was reclassified to net assets held for
sde on our consolidated balance sheet and, in the fourth quarter of 2000, we recorded a loss of
$229.2 million resulting from the write-down of net assets held for sde to ther redizable vaue.
Therefore, the net proceeds recelved a closng equaled the carying vaue of the net assets
disposed of, and accordingly, except for interest income earned during 2001 on the proceeds,
there was no further gain or loss recorded as a result of the closng. As of January 1, 2001, the
opadions of Resorts Atlantic City are no longer included in our consolidated financid
Satements.
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Summary operating results of Resorts Atlantic City for the year ended December 31 were as
fallows (in thousands of US dollars):

2000 1999
Revenues $ 257,963 $ 243,131
Net loss $ (22,406) $ (33,363)

Components of net assets held for sale as of December 31, 2000 were as follows (in thousands of
US dallars):

Current assets $ 34,534
Non-current assets 173,233
Current lidbilities (26,989)
Noncurrent ligbilities (42,428)
$138,350

Pursuant to the terms of the Resorts Atlantic City Sale, we granted Colony a two-year option (the
"Atlantic City Option") to acquire certain undeveloped red estate which we own, adjacent to
Resorts Atlantic City, for a purchase price of $40 million, which option can be extended for an
additiond two years under certain circumstances. The net carrying value of the land included in
the Atlantic City Option is incduded in propaty and equipment in the accompanying
consolidated baance sheets. Effective April 25, 2001, the closng date of the Resorts Atlantic
City Sde, Colony leases from us certain of the property included in the Atlantic City Option for
$100,000 per month.

Trading Cove New York

Through a whally-owned subsidiary, we own 50% of Trading Cove New York, LLC ("TCNY"),
a Ddaware limited ligbility company. In March 2001, TCNY entered into a development
savices agreement (the "Development Agreement”) with the Stockbridge-Munsee Band of
Mohican Indians (the "Stockbridge-Munsee Tribe") for the development of a casno project (the
"Project”) in the Caskill region of the State of New York (the "Sat€'). The Development
Agreement was amended and restated in February 2002. The Stockbridge-Munsee Tribe does not
currently have reservation land in the State, but is federdly recognized and operates a casino on
its reservaion in Wisconsn and has a land dam pending in the U. S. Didrict Court for the
Northern Digtrict of New Y ork againg the State.

Pursuant to the Development Agreement, as amended, TCNY will provide preliminary funding,
cetan financing and exclusve development sarvices to the Stockbridge-Munsee Tribe in
conjunction with the Project. As compensation for these services, TCNY will earn a fee of 5%
of revenues, as defined in the Devedopment Agreement, beginning with the opening of the
Project and continuing for a period of twenty years. TCNY has secured land and/or options on
aoproximately 400 acres of propety in the Town of Thompson, County of Sullivan (the
"County"), of which approximatey 333 acres are currently designated for the Project. In
February 2002, the Tribe filed a Land to Trust Application with the U.S. Depatment of the
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Interior, Bureau of Indian Affars (the "BIA"), for the Project Site properties. Should the BIA
goprove the Land to Trust Application and the Stockbridge-Munsee Tribe obtain other required
goprovas, the land could be taken into trust by the Federd Government on behdf of the
Stockbridge-Munsee Tribe for the purpose of conducting Class 111 Gaming.

In October 2001, the State enacted legidation authorizing up to three Class 11l Native American
casinos in the counties of Sullivan and Ulder and three Native American casinos in western New
York pursuant to Triba State Gaming Compeacts to be entered into by the State and applicable
Native American tribes,

In January 2002, the Stockbridge-Munsee Tribe entered into an agreement with the County
pursuant to which the Stockbridge-Munsee Tribe will make certan payments to the County to
mitigate any potentia impacts the Project may have on the County and other loca government
subdivisons within the County. The payments will not commence until after the opening of the
Project.

The Project is contingent upon the receipt of numerous federa, state and loca approvas to be
obtained by the Stockbridge-Munsee Tribe, including the execution of a Class Il Gaming
Compact with the State, which approvals are beyond the control of TCNY. We can make no
representation as to whether any of the required gpprovas will be obtained by the Stockbridge-
Munsee Tribe.

Proposed Acquisition of SIHL Ordinary Shares and Self-Tender Offer

In January 2000, we had recelved a proposd from SlIL, at that time, the mgority shareholder of
SIHL, to acquire in a merger transaction dl of the Ordinary Shares not aready owned by SIIL or
its shareholders for $24 per share in cash. To congder the proposa, we formed a committee of
independent members of the Board of Directors (the "Specid Committeg") that retained its own
financid and lega advisrs. The proposed transaction was subject to various conditions,
including agpprova by the Specid Committee. On June 16, 2000, we announced that SIIL was
not able to negotiste a mutudly satisfactory transaction with the Specid Committee and that
SIIL had advised usthat its proposa had been withdrawn.

In order to adlow our shareholders to eect to sdll at least a portion of their Ordinary Shares at the
price formerly proposed by SIIL, in June 2000, our Board of Directors approved a sdf-tender
offer for up to 5,000,000 Ordinary Shares a a $24 per share cash price. The sdf-tender offer
commenced on June 25, 2000 and on August 2, 2000, we announced that 13,554,651, of the then
outstanding 32,682,350 Ordinary Shares, were tendered. Because the sdf-tender offer was
oversubscribed, a pro-ration factor of 36.89% was applied, and pursuant to the self-tender offer,
we purchased 5,000,000 Ordinary Shares at $24 per share. In 2000, transaction costs reflected in
the accompanying consolidated statements of operations related to SlIL's proposed acquisition of
Ordinary Shares as wdll as the completion of the salf-tender offer.
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Termination of Desert Inn Acquisition Agreement

In March 2000, Starwood and the Company agreed to terminate our agreement (the "Termination
Agreement”) under which we were to acquire the Desart Inn Hotd and Casino in Las Vegas (the
"Desart Inn") for $275 million. In connection with the proposed acquisition of the Desert Inn,
we had previoudy placed a $15 million depost with Starwood (the "Deposit”).  Pursuant to the
Termination Agreement, the amount, if any, that the Company would be required to pay from the
Deposit was based on the ultimate sales price of the Desert Inn to another party.

In June 2000, Starwood closed on the sde of the Desart Inn for approximately $270 million to an
unrelated party, subject to certain post-closing adjusments. As a result, we were required to pay
to Staawood $7.2 million from the Deposit. The remaning $7.8 million of the Depost was
refunded to us in August 2000. Purchase termination costs in the accompanying consolidated
datements of operations included the $7.2 million paid to Starwood and $4.0 million of further
cogts related to the Desert Inn transaction.

Note 2 - Summary of Significant Accounting Policies
Principles of Consolidation

The accompanying consolidated financiad satements include the accounts of SIHL and our
subsdiaies  All ggnificant intercompany transactions and bdances have been diminated in
consolidation.  Investments in associated companies, which are less than or equal to 50% and
more than 20% owned, are accounted for under the equity method of accounting.

Use of Estimates

The prepadion of financdd daements in conformity with accounting principles generdly
accepted in the United States requires management to make estimates and assumptions that
affect the reported amounts of assets and ligbilities and disclosure of contingent assets and
ligbilities at the date of the financid Statements and the reported amounts of revenues and cods
and expenses during the reporting period. Actud results could differ from those estimates.

We provide dlowances for doubtful accounts arising from casno, hote and other services,
which are based upon a specific review of certan outsanding receivables  In determining the
amounts of the alowances, we are required to make certain estimates and assumptions. Accruds
for potentid liabilities related to any lawsuits or cdams brought agang us cdculaion of
inventory reserves, cdculation of income tax ligbilities, vauation dlowance on deferred tax
asets and other liabilities require that we gpply dgnificat judgment in delermining the
gopropriate assumptions for use in the cdculation of financid edtimates Actud results may
differ from these estimates and assumptions.

Revenue Recognition
We recognize the net win from cadno gaming activities (the difference between gaming wins

and losses) as gaming revenues. Revenues from hote and related services are recognized at the
time the related service is peformed. Revenues from tour operations include commissons on
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the sade of trave reservations and are recognized at the time of departure. Red edtate related
revenues and profits on residentiad lot sdes are recognized upon delivery of the completed lots to
the purchasers at closng. Deposits collected in advance of closing are deferred and are included
in current liabilities. Management fees and other operating revenues include fees charged to
unconsolidated  effiliates for casno hotd management, executive management and project
consulting. Revenues are recorded at the time the serviceis provided.

Promotional Allowances

The retall vaue of accommodations, food, beverage and other services provided to customers
without charge is included in gross revenues and deducted as promotionad dlowances. The
edimated departmental costs of providing such promotional dlowances are included in gaming
costs and expenses as follows:

For the Y ear Ended December 31,
(In thousands of US dallars) 2001 2000 1999
Rooms $ 2,449 ¢ 11,441 $ 7,8%
Food and beverage 6,243 23,587 21,692
Other 410 3,727 7,762

§ 9102 § 38,755 § 37,348

The tota costs of providing promotiona alowances in the years 2000 and 1999 included $27.1
million and $26.9 million, respectively, a Resorts Atlantic City.

Advertising Expense

We expense advertisng codts as incurred.  Advertisng expense was $11.2 million , $7.6 million
and $7.3 million for the years ended December 31, 2001, 2000 and 1999, respectively and is
induded in sling, generd and adminidraive expenses in the accompanying statements of
operations. Prepaid advertising for each of the periods presented was not material.

Pre-Opening Expenses

Pre-opening costs are charged to expense as incurred. In 1999, pre-opening expenses were
related to the opening of the newly renovated casino at Resorts Atlantic City. In 2000, pre-
opening expenses were related to the expanson of the Ocean Club Golf Course on Paradise
ISand. In 2001, pre-opening expenses were related to Internet gaming and the Ocean Club Golf
Course in the amount of $4.6 million and $2.3 million, respectively.

Foreign Currency

Transactions denominated in foreign currencies are recorded in locd currency a actud exchange
rates a the date of the transaction. Monetary assets and ligbilities denominated in foreign
currencies at the baance sheet dates are reported at the rates of exchange prevaling a those
dates. Any gains or losses aisng on monetary assets and liabilities from a change in exchange
rates subsequent to the date of the transaction have been included in corporate expenses in the
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accompanying consolidated financiad datements. These amounts were not dgnificant for the
years ended December 31, 2001, 2000 and 1999.

The financid dtatements of our equity method investees and certain subsdiaries are trandated
from ther loca currencies into US dollars usng current and historicdl exchange rates.
Trandation adjustments resulting from this process are reported separately and accumulated as a
component of other comprehensve loss in the accompanying baance sheets. Upon sde or
liquidation of our investments, the trandation adjusment would be reported as part of the gain or
losson sde or liquidation.

Derivative Financial | nstruments

In June 1998, the Financia Accounting Standards Board ("FASB") issued Statement of Financid
Accounting Standards ("SFAS') No. 133 "Accounting for Derivative Instruments and Hedging
Activities' ("SFAS 133"). SFAS 133, as amended, is effective for fiscd years beginning after
June 15, 2000. SFAS 133 requires that every derivative insrument be recorded in the balance
sheat as ether an asset or liability measured a its far vdue. Changes in the derivatives far
vaues will be recognized in income unless specific hedge accounting criteria are met.  We have
adopted SFAS 133 as of January 1, 2001.

We utilize interest rate protection agreements to manage the impact of interest rate changes on
our long-term debt obligations. These agreements are accounted for in accordance with SFAS
133. See Note 9 herein for a description of our long-term debt and related derivetive financid
indruments.

Cash Equivalents

We condder dl of our short-term money market securities purchased with origind meaturities of
three months or less to be cash equivaents.

I nventories

Inventories of provisons and supplies are carried a the lower of cost (firg-in, fird-out) or
market value. Provisons have been made to reduce excess or obsolete inventories to ther
estimated net redizable vaue.

Property and Equipment

Property and equipment are stated a cost and are depreciated over the estimated useful lives
reported below using the sraight- line method.

Land improvements and utilities 14 — 40 years
Hotels and other buildings 15—-40 years
Furniture, machinery and equipment 2—-15years

Interest costs incurred during the construction period are capitalized.
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Deferred Charges and Other Assets

Deferred charges related to the Mohegan Sun Casino are being amortized over a seven year
period through the end of 2003. Debt issuance @sts are amortized over the terms of the related
indebtedness.

Goodwill

Prior to January 1, 2002, our goodwill was amortized on a draight-line bass over 40 years.
Amortization expense included in the accompanying consolidated dsatements of operations
related to goodwill was $-0-, $2.6 million and $2.6 million for the years ended December 31,
2001, 2000 and 1999, respectively.

Goodwill related to the invetment in associated companies is included therein in the
accompanying consolidated baance sheets. Equity earnings of associated companies for each of
the years ended December 31, 2001, 2000 and 1999 is net of $264,000 of amortization expense
related to such goodwill.

We will account for goodwill under SFAS 142 effective January 1, 2002.
Capitalized I nterest

Interest is capitalized on condruction expenditures and land under development a the weighted
average interest rate of our long-term debt. Interest costs of $1.1 million, $11.1 million and $4.9
million were capitalized in 2001, 2000 and 1999, respectively.

Stock Option Compensation

We have dected to apply Accounting Principles Board Opinion No. 25 "Accounting for Stock
Issued to Employees’ and as interpreted in FASB Interpretation No. 44 "Accounting for Certain
Transactions Involving Stock Compensation” in accounting for compensation under our stock
option plans in lieu of the dternative far value accounting provided for under SFAS No. 123
"Accounting for Stock-Based Compensation” ("SFAS 123"). Certain pro forma disclosures
required by SFAS 123 areincluded in Note 11.

Long Lived Assets

We review our long-lived assets and cetan reated intangibles for imparment whenever
changes in cdrcumgances indicate that the carying amount of an assst may not be fully
recoverable. If changes in circumstances indicate that the carrying amount of an asset that we
expect to hold and use may not be recoverable, future cash flows expected to result from the use
of the assat and its dispodtion must be estimated. If the undiscounted value of the future cash
flows is less than the carrying vaue of the asst, the carrying vaue of the long-lived asset will be
reduced by the amount which the carrying value exceeds far vadue. We do not believe that any
such changes have occurred except as previoudy described as a result of the Resorts Atlantic
City Sdle and the Atlantic City Option.
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| ncome Taxes

We ae subject to income taxes in certtain jurisdictions.  Accordingly, the accompanying
consolidated statements of operations include a provison for income taxes based on prevailing
tax laws of those jurisdictions.

We account for income taxes in accordance with SFAS No. 109 "Accounting for Income Taxes'.
Under this standard, deferred tax assets and ligbilities are determined based on the difference
between the financid reporting and tax bases of assets and liabilities a enacted tax rates A
vauation alowance is recognized based on an edimate of the likelihood that some portion or al
of the deferred tax asset will not be redlized.

Other Comprehensive Loss

Other comprehensive loss items are not reported net of tax as they relate to trandation reserves
on investments owned by foreign entities that are not subject to taxation.

Per Share Data

We cdculate earnings (loss) per share in accordance with SFAS No. 128 "Earnings per Share'.
The following is areconciliation of the shares used in the per share computations.

For the Y ear Ended December 31,

(In thousands) 2001 2000 1999
Weighted average shares

used in basic computations 26,885 30,849 33,465
Dilutive stock options, warrants and

restricted shares outstanding 941 - 540
Weighted average shares

usad in diluted computations 27,826 30,84¢ 34,005

The net income (loss) amount used as the numerator in caculating basc and diluted earnings per
share is the net income in the accompanying consolidated statements of operations. The effect of
certain options, warrants and redricted shares was not included in the computation of diluted
earnings per share in 2001 and 1999 because the effect would have been anti-dilutive. In the
year 2000, we incurred a net loss, and therefore, the effect of al options, warrants and restricted
shares was excluded in the computation. The number of options not included in the computation
for the years 2001, 2000 and 1999 were 2.0 million, 2.2 million and 2.1 million respectively.

Reclassifications

Certain baances in the accompanying consolidated financid dsatements for 1999 have been
reclassified to conform to the current year presentation.
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Recent Accounting Pronouncements

In June 2001, the FASB issued SFAS No. 141, "Busness Combinations' ("SFAS 141") and
SFAS No. 142 "Goodwill and Other Intangible Assets’ ("SFAS 142"). SFAS 141 requires al
busness combinations initiated after June 30, 2001 to be accounted for usng the purchase
method. SFAS 142 is effective for fiscal years beginning after December 15, 2001 with respect
to goodwill recognized on an entity's balance sheet as of the beginning of that fiscd year. Under
SFAS 142 goodwill and cetan other intangible assats with indefinite lives will no longer be
amortized, but rather tested at least annualy for impairment using a far vaue based test. A loss
resulting from impairment of such goodwill should be recognized as the effect of a change in
accounting principad in the initid period of adopting SFAS 142. In subsequent reporting periods,
goodwill imparment losses are to be recognized on a separate line item on the income statement
included in income from operations. As a result of the Resorts Atlantic City Sde, dl of the
goodwill previoudy amortized to expense was written off in its entirety in the fourth quarter of
2000. Goodwill related to our investment in associated companies, and included therein in the
accompanying consolidated financid datements, relates to our ownership interest in Indian
Ocean Resortss  We beieve that such goodwill is not impaired and therefore, this new
pronouncement is not expected to have a materid impact on our consolidated financid
statements upon adoption.

In June 2001, the FASB issued SFAS No. 143, "Accounting for Asset Retirement Obligations'
("SFAS 143"). This pronouncement addresses financid accounting and reporting for obligations
associated with the retirement of tangible long-lived assets and the associated asset retirement
cods. SFAS 143 is effective for financid dtatements issued for fisca years beginning after June
15, 2002. We bdieve the adoption of SFAS 143 will not have a materid impact on our
consolidated financia statements.

In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposd of
Long-Lived Assts' ("SFAS 144"), effective for fiscd years beginning after December 15, 2001.
For long-lived assets to be held and used, SFAS 144 retains the exiging requirements to (a)
recognize an imparment loss only if the carrying amount of a long-lived asset is not recoverable
from its undiscounted cash flows and (b) measure an imparment loss as the difference between
the carrying amount and the fair vaue of the assst. SFAS 144 establishes one accounting model
to be used for long-lived assets to be disposed of by sde. We believe the adoption of SFAS 144
will not have amaterid effect on our consolidated financid statements.

Note 3 - Cash and Cash Equivalents

Cash equivaents a December 31, 2001 and 2000 included reverse repurchase agreements
(federd government securities purchased under agreements to resdl those securities) under
which we had not teken ddivery of the underlying securities and investments in a money market
fund that invests exclusvely in US Treasury obligations. At December 31, 2001, we held
reverse repurchase agreements of $10.2 million, dl of which matured in the firg week of January
2002.

At December 31, 2001, restricted cash primarily includes $2.9 million on deposit in the Ide of
Man related to our Internet gaming operation, a $1.0 million certificate of depost as security on
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a bank credit faclity and customer deposts related

Estates.

Note 4

— Trade Receivables

Components of trade receivables were asfollows:

Note 5

Components of property and equipment were as follows:

(In thousands of US Dollars)

Gaming

Less. dlowance for doubtful accounts

Non-gaming:
Hotel and related
Other

Less. dlowance for doubtful accounts

— Property and Equipment

(In thousands of US dollars)

Land and land rights

Land improvements and utilities
Hotels and other buildings
Furniture, machinery and equipment
Congtruction in progress

Less accumulated depreciation
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to the sde of homestes at Ocean Club

December 31,

2001 2000
$ 21,832 $ 25,283
(11,141) (11,176)
10,691 14,107
16,372 19,747
12,729 8,026
29,101 27,773
(2,338) (1,268)
26,763 26,505
$ 37,454 $ 40,612

December 31,

2001 2000
$ 237,817 $ 210,247
227,635 197,201
638,232 575,019
212,029 162,913
18,119 135,409
1,333,832 1,280,789
(178,640) (125,280)
$1,155,192 $1,155,509




Note 6 — Deferred Charges and Other Assets

Components of deferred charges and other assets were as follows:

(In thousands of US dallars)

Debt issuance costs
Mohegan Sun Casino
Trading Cove New Y ork
Other

Note 7 — Accounts Payable and Accrued Liabilities

December 31,
2001 2000
$ 14,887 $ 10,277
1,739 1,669
1,523 -
543 1,174

$ 18,692 $ 13,120

Components of accounts payable and accrued ligbilities were as follows:

(In thousands of US dollars)

Customer deposits and unearned revenues
Accrued payroll and related taxes and benefits
Deferred income

Accrued interest

Trade payables

Other accrued lighilities

Note 8 — Other long-term liabilities

December 31,
2001 2000
$ 34,891 $ 37,007
15,532 13,688
13,714 -
11,796 5,228
11,535 34,540
60,595 46,409

$148,063 $136,872

Other long-term ligbilities at December 31, 2001 represents the fair value of our derivative
ingruments. See"Derivative Financid Instruments' described in Note 9 below.
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Note 9 —Long Term Debt

Long-term debt conssted of the following:

December 31,

(In thousands of US dallars) 2001 2000
Revolving Credit Facility $ 24,000 $ 369,000
$200 million 9% senior subordinated notes

due 2007, ("9% Senior Subordinated Notes") 199,419 199,337
$100 million 8 5/8% senior subordinated notes

due 2007 ("8 5/8% Senior Subordinated Notes") 100,000 100,000
$200 million 8 7/8% senior subordinated notes

due 2011, ("8 7/8% Senior Subordinated Notes") 194,497 -
Other 576 801

518,492 669,138

Less: amounts due within one year (261) (230)

$ 518,231 $ 668,908

Amended Revolving Credit Facility

Through November 13, 2001, we had available borrowings under our Revolving Credit Facility,
for which the maximum borrowing capacity was $500 million prior to 2001. In January 2001,
the Revolving Credit Facility was amended. In accordance with the amendment, the maximum
borrowing capacity was reduced by the amount of cash proceeds received pursuant to the Resorts
Atlantic City Sde, which upon closng of tha sde, reduced the maximum borrowing capacity to
$373 million. This limitation of borrowings was to be further reduced by the cash proceeds
recaived from Colony if they exercised the Atlantic City Option. The term of the Revolving
Credit Facility was through August 12, 2002, at which time we would have been required to pay
in full any borrowings outstanding under thet facility.

On November 13, 2001, we entered into an amended credit facility (the "Amended Revolving
Credit Fadility") with a syndicate of banks (the "Lenders'), with Canadian Imperid Bank of
Commerce ("CIBC") acting as adminidrative agent. The borrowings then outstanding under the
previous Revolving Credit Facility were pad in full. Under the Amended Revolving Credit
Facility, the maximum amount of borrowings tha may be outdanding is $200 million. An
additiona $150 million of borrowings may be avalable under certain circumstances, subject to
aoprova by dl of the Lenders.

Loans under the Amended Revolving Credit Facility bear interest a (i) the higher of (&) CIBC's
base rate or (b) the Federad Funds rate plus Y2 of one percent, in either case plus an additiond
0.25% to 1.75% based on a debt to earnings ratio during the period, as defined (the "Leverage
Ratio") or (ii) LIBO rate plus 1.25% to 2.75% based on the Leverage Ratio. After each
drawdown on the Amended Revolving Credit Facility, interest is due every three months for the
fird 9x months and is due monthly thereafter. At December 31, 2001, the weighted average
interest rate on amounts outstanding under the Amended Revolving Credit Facility was 4.23%.
Loans under the Amended Revolving Credit Facility may be prepaid and reborrowed a any time
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and ae due in full in November 2006. Commitment fees are cdculated a per anum rates
ranging from 0.25% to 0.50%, based on the Leverage Ratio, gpplied to the undrawn amount of
the Amended Revolving Credit Fecility and are payable quarterly.

The Amended Revolving Credit Fecility contains redtrictive covenants that include, among other
things (8 redrictions on the payment of dividends, (b) minimum levels of eanings before
interest expense, income taxes, depreciaion and amortization ("EBITDA™), () a minimum
relaionship between EBITDA and interet expense and debt and (d) a minimum levd of
consolidated net worth, as defined.

Senior Subordinated Notes

The 9% Senior Subordinated Notes, the 8 5/8% Senior Subordinated Notes and the 8 7/8%
Senior Subordinated Notes (collectively the "Senior Subordinated Notes') are dl unconditiondly
guaranteed by subgantidly dl of our wholly-owned subsidiaries. Interest on each series of the
Senior Subordinated Notes is paid semi-annudly. The indenture for each of the Senior
Subordinated Notes contains various redrictive covenants, including limitations on the ability of
the issuers and the guarantors to, among other things (i) incur additiond indebtedness, (ii) incur
catan liens, (iii) engage in cetan transactions with effiliates and (iv) pay dividends and make
certain other payments.

The Senior Subordinated Notes rank pari passu with each other and are al subordinated to the
Amended Revolving Credit Facility.

Derivative Financial | nstruments
Interest Rate Risk Management

We attempt to limit our exposure to interest rate risk by managing the mix of our long-term fixed
and variable rate borrowings. In August and December 2001, we entered into fixed-to-variable
rate interest rate swap agreements (the "Swap Agreements’) designated as fair vaue hedges of
our 8 7/8% Senior Subordinated Notes. These Swap Agreements qudify for the "shortcut”
method of accounting provided under SFAS 133, which dlows the assumption of no
ineffectiveness in our hedging relationship.  As such, there is no income statement impact from
changes in the far vaue of the Swap Agreements. Ingtead, the changes in the fair vaue of the
Swap Agreements are to be recorded as an asset or liability on our baance sheet, with an
offsetting adjustment to the carrying vaue of the related debt. Other long-term liabilities on the
accompanying consolidated baance sheet a December 31, 2001 represent the fair vaue of the
Swap Agreements as of that date, with a corresponding decrease in the carrying value of airr 8
7/8% Senior Subordinated Notes. This represents the principd amount we would have been
required to pay had the Swap Agreements been terminated on that date. As of December 31,
2001, the aggregate notiond principa amount of the Swap Agreements was $200 million and
they mature in August 2011 concurrent with the 8 7/8% Senior Subordinated Notes. As of
December 31, 2001, the weighted average variable rate on the Swap Agreements was 6.12%.
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As of December 31, 2001, giving effect to the Swap Agreements, our fixed rate and floating rate
borrowings represent approximately 57% and 43%, respectively, of total borrowings.

During the first seven months of 2001 and the years 2000 and 1999, we were a party to variable-
to-fixed rate interest rate swap agreements (the "Prior Swap Agreements') designated as cash
flow hedges of our Revolving Credit Fecility. In July 2001, we terminated the Prior Swap
Agreements, which were scheduled to mature a the end of 2001. The codts of terminating these
agreements early was $2.1 million and is incdluded in interest expense in the accompanying
consolidated statements of operations. At December 31, 2000, notiona principa amounts
related to the Prior Swap Agreements was $125.0 million. As of December 31, 2000, the
weighted average fixed rate payment on the Prior Swap Agreements was 6.89%.

Credit Exposure

We are exposed to credit related losses in the event of non-performance by counterparties to our
Swep Agreements. We monitor the creditworthiness of the counterparties and presently do not
expect default by any of the counterparties. We do not obtain collatera in connection with our
derivative financid indruments. See Note 20, Fair Vdue of Financid Insruments, for the far
vaue of derivatives.

Consent Solicitation of Noteholders

In 2001, we completed a consent solicitation pursuant to which we obtained the consent of the
requisite holders of the 9% Senior Subordinated Notes and the 8 5/8% Senior Subordinated
Notes. The consent solicitation sought to amend certain provisons of the indentures pursuant to
which the 9% Senior Subordinated Notes and the 8 5/8% Senior Subordinated Notes were
issued.

The amendments effectively eiminate (as of December 31, 2000, the date the charge was
recorded) the impact of $199.2 million of the totd $229.2 million loss recorded in connection
with the Resorts Atlantic City Sde, for purposes of determining our ability to make certan
invesments, such as cetan minority invesments in joint ventures under the indentures. In
addition, the amendments increased the Consolidated Coverage Ratio (consolidated EBITDA to
fixed payments, as defined in the indentures) required in order for us to incur additiond
indebtedness.

Pursuant to the consent solicitation, we paid a tota of $1.5 million in consent payments to the
consenting noteholders.  The consent payments were recorded as deferred debt modification
codss, and are being amortized over the remaining life of the debt. All other costs associated
with the consent solicitation were expensed as incurred.

Overdraft Loan Facility
Pursuant to a letter of commitment dated September 30, 1994, as amended, between us and The

Bank of Nova Scotia, we have a revolving overdraft loan facility (the "Overdraft Fecility”) in the
amount of Bahamian $5.0 million which was equa to US $5.0 million as of December 31, 2001
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and 2000. The Overdraft Facility bears interest a The Bank of Nova Scotids base rate for
Bahamian dollar loans plus 1.5% with repayment subject to annud review. The Overdraft
Facility is secured by subgtantidly dl of our Bahamian assets and ranks pari passu with the
Amended Revolving Credit Fecility. At December 31, 2001 and 2000, no amounts were
outstanding under the Overdraft Facility.

Principal Payments

Minimum principal yments of long-term debt outstanding as of December 31, 2001 for each of
the next five years and thereafter are as follows (in thousands of US dallars):

Y ear Ending December 31,
2002 $ 261
2003 157
2004 152
2005 6
2006 24,000
Thereefter 500,000
524,576
Debt discount (581)
Fair vaue adjusment (5,503)
$ 518,492

Note 10 - Shareholders Equity

Our authorized, issued and outstanding shares were as follows:

December 31,
(In thousands of US dollars, except per share data) 2001 2000
Ordinary Shares
Par value per share $ 0.001 $ 0.001
Authorized 250,000 250,000
Issued and outstanding (1) 34,405 33874
Preference Shares
Par value per share $ 0.001 $ 0.001
Authorized 100,000 100,000
Issued and outstanding - -

(1) Includes 7.1 million Ordinary Shares held in treasury at both December 31, 2001
and 2000.
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Note 11 - Stock-Based Compensation
Stock Options

Our shareholders have approved stock option plans in 1995 ("1995 Plan"), 1997 (the "1997
Pan") and in 2000 (the "2000 Plan", and collectively the "Plans’) that provide for the issuance of

options to acquire an aggregate of 7,500,000 Ordinary Shares. Pursuant to the Plans, the option
prices are equd to the market value per share of the Ordinary Shares on the date of the grant.

The 1995 Plan provided for the options to become exercisable, unless otherwise specified by the
Board of Directors and subject to certain acceleration and termination provisons, after two years
from the date of grant in respect of 20% of such options, and theresfter in ingalments of 20%
per year over a four-year period. The 1997 Plan provides for the same vesting schedule except
that the vesting period begins one year after the grant date. The 2000 Plan provides for the
vesting period to begin one year after the grant date in respect of one third of such options, and
thereefter in ingdlments of one third per year over the remaning two year period. Options
granted under the Plans have a term of 10 years from the date of grant. The Plans provide for
options with respect to Ordinary Shares to be granted to our directors, officers and employees.

A summary of our stock option activity for 2001, 2000 and 1999 is asfollows:

December 31,
2001 2000 1999
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Price Price Price
(Inthousands except per sharedata) Shares Per Share Shares Per Share Shares Per Share
Outstanding at beginning of year 6,017 $24.59 3918 $29.60 3,017 $31.38
Granted 665 $25.19 2,660 $18.05 1,140 $25.10
Exercised (531 $14.93 (192) $15.82 (112) $23.56
Terminated and other (409) $29.35 (369) $35.55 (127) $37.69
Outstanding at end of year 5,742 $25.14 6,017 $24.59 3,918 $29.60
Exercisable at end of year 2,965 $26.35 3,459 $25.69 1,014 $22.65
Available for grant 239 340 -

Certain of the options granted during 1999 were granted outside of the Plans.
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The weighted average exercise price and weighted average contractua life of exercisable options
at December 31, 2001 is asfollows (in thousands except per share data):

Weighted Weighted

Average Average
Exercise Remaining
Price Contractual

Range of Exercise Prices Shares Per Share Life
$11.69 - $19.25 1,561 $17.%4 7.6 years
$20.69 - $25.50 180 $21.79 7.0years
$30.50- $38.00 968 $36.51 5.7 years
$40.44 - $45.56 256 $42.45 6.7 years
2,965 $26.35

For purposes of supplemental disclosures required by SFAS 123, the fair vaue of options
granted during 2001, 2000 and 1999 was edtimated as of the respective dates of grant usng a
Black-Scholes option pricing modd with the following weighted average assumptions for the
periods presented:

For the year Ended December 31,
2001 2000 1999
Risk-free interest rates 4.7% 6.0% 5.5%
Volatility factors of the expected market
price of Ordinary Shares 52.0% 43.0% 39.0%
Expected life of optionsin years 4-5 6-7 6-7
Expected dividend yilds - - -
Weighted average grant date fair vdue $ 1005 $ 5.04 $ 767
Pro forma results based on these
assumptions were as follows.
Net income (loss) (000's) $ 22404 $(126,411) $62,001
Diluted earnings (loss) per share $ 8l $ (4100 $ 182

Executive Bonus Plan

In 1998, we created a bonus plan for certain of our executives that was payable based upon the
attainment of specified earnings per share. A portion of the bonus was payable in Ordinary
Shares that vested over a three-year period. The compensation expense relating to the 1998
bonus plan amounted to $637,000, $832,000 and $458,000 for the years ended December 31,
2001, 2000 and 1999, respectively. During 1999, we did not attain the targeted earnings per
share as prescribed by the executive bonus plan, and accordingly, no additiona Ordinary Shares
were granted under this plan. The bonus plan in effect for the years 2001 and 2000 does not
provide for the issuance of Ordinary Shares.
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Note 12 - Related Party Transactions

In the norma course of busness, we undertake transactions with a number of unconsolidated
affiliated companies. Cetan of our subddiaies provide condruction funding, project
conaulting and management services to such affiliales.  Due from affiliates conssted of the
following:

December 31,

(In thousands of US dallars) 2001 2000
Harborside at Atlantis $ 22,921 $ 20,307
Trading Cove Associates 11,957 12,588
Indian Ocean Resorts 5,438 5,751
Kanuhura 3,425 -
Other 511 563

44,252 39,209
Less: amounts due within one year (28,364) (34,140C)

$ 15,888 $ 5,068

The amounts due from Harborsde a Atlantis represent advances made by us, including accrued
interest thereon, to fund our 50% of the cost to congtruct the timeshare units on Paradise Idand in
The Bahamas. We earn interest on these advances a a rate equa to one-month LIBO rate plus
2.50%. Such rate was 4.62% at December 31, 2001. Of the amount advanced to Harborside at
Atlantis, it is anticipated that dl but $12.5 million will be repaid within the next twelve months.
Funds advanced to Kanuhura, which represented our share of funding for operations, will not be
repad during the next twelve months.

Restructuring of Relationship with Majority Shareholder

In July 2001, we announced the restructuring of SIIL and the resolution of certain matters with
SIL and certain of its shareholders. At the time of the restructuring, SIIL and its shareholders
beneficidly owned approximately 67% of our issued and outdanding shares. See "Mgority
Shareholder Reorganization” in Note 1 herein.

Note 13 - Retirement Plans

Certain of our subddiaries paticipate in a defined contribution plan covering subgantialy al of
thar full-time employees. We make contributions to this plan based on a percentage of digble
employee contributions.  Total expense for this plan was $237,000, $887,000 and $876,000 for
the years ended December 31, 2001, 2000 and 1999, respectively.

In addition to the plan described above, union and certain other employees of our subsdiaries in
The Bahamas, and formerly Atlantic City, are covered by multi-employer defined benefit
penson plans to which employers make contributions. In connection with these plans, we paid
$5.9 million, $7.4 million and $6.4 million for the years ended December 31, 2001, 2000 and

1999, respectively.
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Note 14 — Restructuring Expense

Restructuring costs in 2001 were comprised of severance payments made to employees who
were terminated due to lower occupancy levels at Atlantis subsequent to September 11.

There were a totd of 278 employees affected by the restructuring which included 57
adminigrative postions, 198 hotel employees and 23 employees on our deveopment staff. Of
the tota $5.7 expense recorded in 2001, $4.6 million had been paid out to a tota of 261
employees by the end of the year. As of December 31, 2001, $1.1 million is included in
accounts payable and accrued ligbilities on the accompanying consolidated balance sheet and
will be paid out during 2002.

Note 15 - Income Taxes
A dgnificant portion of our operation is located in The Bahamas where there are no income
taxes. In 2001, 2000 and 1999, the income tax provison reating to our US operations was as

follows

For the Y ear Ended December 31,

(In thousands of US dollars) 2001 2000 1999
Current:
Federal $ 3,502 $ 4,930 $ 9,197
State 1,462 1,178 157
4,964 6,108 9,354
Deferred:
Federal (3,874) 205 (30)

$ 1,090 $ 6,313 $ 9,324

The effective tax rate on income varies from the sautory US federd tax rate as a result of the
following factors

For the Y ear Ended December 31,
2001 2000 1999

Statutory US federd income tax rate 35.0% (35.0%) 35.0%
Non US-source income (29.2) (40.7) (40.3)
NOLs and temporary differences

for which avauation dlowance

has been provided - 76.7 8.7
Reduction of vauetion adlowance relating

to prior years operating loss utilized (14.5) - -
Branch profit taxes and other taxes

on US services 8.8 1.7 6.3
Other 3.2 2.9 2.1
Effective tax rate 3.3% 5.6% 11.8%
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Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financid reporting purposes and the amounts used for
income tax purposes.

The components of the deferred tax assets and liabilities were as follows:

December 31,
(In thousands of US dollars) 2001 2000
Noncurrent deferred tax ligbilities:
Bads differences on land held for
investment, development or resde $ - ¢ (2,300)
Basis differences on property and equipment (640C) -
Totd deferred tax ligbilities (640C) (2,300)
Nontcurrent deferred tax assets:
NOL carryforwards 224,22C 202,000
Asstshdd for sde - 26,700
Basis differences on land held for investmert,
development or resale 4,291 -
Basis differences on property and equipment - 800
Book reserves not yet deductible for tax
return purposes 3,104 2,100
Tax credit carryforwards 2,67€ 2,700
Other 2,34¢ 4,000
Tota deferred tax assets 236,64C 238,300
Vauation alowance for deferred tax assets (232,12¢€) (236,000)
Deferred tax assets, net of vauation alowance 4514 2,300
Non-current net deferred tax assets $ 3874 § -

Redization of future tax benefits related to deferred tax assets is dependent on many factors,
including our ability to generate future taxable income. The vduation dlowance is adjusted in
the period we determine it is more likdy than not that deferred tax assets will or will not be
redized. We conddered these factors in reaching our concluson to reduce the vauation
dlowance by approximatedy $3.9 million during the fourth quarter of 2001, which resulted in a
reduction to our provison for income taxes.

For federal income tax purposes, Sun Internationad North America, Inc. ("SINA"), our wholly-
owned subsidiary, had net operating loss (“NOL") caryforwards of goproximately $630 million
a December 31, 2001, of which $226 million are unredtricted as to use. However, due b the
change of ownership of SINA in 1996, $404 million of these NOL carryforwards (the "Pre-
Change NOLS") are limited in ther avalability to offsst our future taxable income. As a result
of these limitations, gpproximately $11.3 million of Pre-Change NOLs will become available for
use each year through the year 2008, an additiond $8.4 million will be available in 2009. The
remaining Pre-Change NOL s are expected to expire unutilized.

Our redricted NOL caryforwards expire as follows: $49.0 million in 2005, $23.0 million in
2006, $15.0 million in 2007 and $1.0 million in 2009. Our unrestricted NOLs expire as follows.
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$6.0 million in 2005, $10.0 million in 2007, $57.0 million in 2008, $8.0 million in 2011, $57.0
million in 2012, $33.0 million in 2019, $18.0 million in 2020 and $37.0 million in 2021.

Note 16 - Supplemental Cash Flow Disclosures

Supplemental disclosures required by SFAS No. 95 "Statement of Cash Hows' are presented
below.

For the Y ear Ended December 31,

(In thousands of US dollars) 2001 2000 1999
Interest paid, net of capitaization $43,644 $42538 $48,680
Income taxes paid 5,166 5,012 6,688

Non-cash investing and financing activities
Promissory Note issued to Colony in connection

with the Resorts Atlantic City Sde 17,500 - -
Accrued Interest Note issued to Colony 518 - -
Property and equipment acquired under capital

lease obligetions 16 1,574 938
Refinancing of capitd lease obligation - - 1,144

Note 17 - Commitments and Contingencies
L ease Obligations

We lease office space in numerous locations throughout the United States for sdes and
marketing, public relaions, tour operations and travel resarvation services and  other
adminigrative services. These offices support our operations in The Bahamas. In addition, we
have obligations under certain operating leases related to equipment acquired for our operations
in The Bahamas.

Future minimum lease obligations under various noncancellable operating leases with terms in
excess of one year at December 31, 2001 are as follows (in thousands of US dallars):

Y ear Ending December 31,
2002 $ 4,625
2003 4,340
2004 1,532
2005 670
2006 670

Thereafter 395

$ 12,232
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Casino License

The operations of casnos in The Bahamas are subject to regulatory controls. A casino license
must be obtained by the operator and the license must be periodicaly renewed and is subject to
revocaion a any time. In the event tha we are not able to maintain our license, management
believes that we would Hill redize the carrying vaue of our related assets.

Heads of Agreement

We have an agreement with the Bahamian Government, as amended in 1997, tha provides for
certain investment incentives to encourage us to underteke an expanson program a Atlantis.
This agreement provides for a minimum annud casino win tax of $4.3 million on gaming win up
to $20 million as well as a 10% gaming tax to be pad on gaming win over $20 million. The
agreement aso provides for a $5 million reduction of annua casino license fees and a 50% credit
againg al win tax to be paid until 2009. The tax structure became effective January 1, 1998.

In order to secure the tax incentives, we were obligated to begin condruction of at least 562
rooms on Paradise Idand in place of the Pirate€s Cove Beach Resort (a 562-room hotd on
Paradise 1dand) which we demolished during the fourth quarter of 1998. We had plans for an
additional 700-room Phase Il hotd project at Atlantis which would have satisfied this condition.

However, consgdering our avalable development resources and dternative uses of capitd, we
postponed this project. As a result, in June 2000, we were notified by the Bahamian Government
that these additiond incentives would not be currently redized. Effective July 1, 2000, the
casino win tax reverted back to the structure in place prior to January 1, 1998, as follows. There
is no change in win tax on gaming win up to $20 million, however, we incur 12.5% win tax on
gaming win between $20 million and $120 million, and a 10% win tax on gaming win in excess
of $120 million. The $5 million anud reduction of fees ill goplies, however, in lieu of the
50% credit on win tax to be pad on gaming win over $20 million, we receive a 45% credit on
win tax to be paid on gaming win between $20 million and $120 million. Under our agreement
with the Bahamian Government, the additiond tax incentives will be prospectivdly reindated in
the event we begin congtruction of these additiona rooms.

The agreement dso provides for a five-year joint marketing agreement, pursuant to which the
Bahamian Government shdl match our contribution, up to $4.0 million annudly, toward the
direct codts reated to daging cetan marketing events, public reations activities and the
production and placement of advertisementsin al media

Litigation, Claims and Assessments
We are a defendant in certain litigation and are aware of certain claims and assessments incurred
in the norma course of business. In the opinion of management, based on the advice of counsd,

the aggregate liadility, if any, aisng from such matters will not have a materid adverse effect on
the accompanying consolidated financid statements.
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Note 18 - Segment Information

SFAS No0.131 "Disclosures about Segments of an Enterprise and Related Information” requires
the disclosure of information regarding our operations based upon how management makes
operating decisons and assesses performance of such segments. We operate in five geographical
segments in one indudtry, the development, operation and management of premier resort and
casno properties. We evauae the performance of our segments based primarily on operating
profit before corporate expenses, interest expense, interest income, income taxes and non
recurring items. The following is an andyss of net revenues contribution to consolidated
income (loss) before provison for income taxes and total assets, depreciation and amortization of
goodwill and capitd additions by geographica location:

Net Revenues

For The Y ear Ended December 31,
(In thousands of US dollars) 2001 2000 1999
Casino/hotel:
Atlantic City, New Jersey (a)
Gaming $ - $ 235827 $ 221,015
Rooms - 16,412 15,160
Food and beverage - 26,039 25512
Other - 4,973 8,075
Less: promotional allowances - (25,288) (26,632)
- 257,963 243,130
Paradise Island, The Bahamas:
Gaming 116,490 132,108 130,529
Rooms 176,573 177,596 149,671
Food and beverage 121,415 121,679 111,588
Other (b) 78,552 66,280 58,732
Insurance recovery 2,000 - 14,209
Less: promotional allowances (22,778) (26,491) (23,608)
472,252 471,172 441121
Total casino/hotel 472,252 729,135 634,251
Real estate related — Ocean Club Estates 9,771 108,650 -
Management and other fees:
Connecticut 27,396 23575 39,282
Indian Ocean 6,841 7,539 6,477
Dubai 1,123 1221 538
Harborside at Atlantis (c) 1,408 3,428 -
Maldives (d) 33 - -
Other segments 14,212 11,147 8,419
Net revenues $ 533,041 $ 884,695 $ 738,967
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Contribution to Consolidated Income (L 0ss) before Provision for Income Taxes

For The Y ear Ended December 31,

(In thousands of US dollars) 2001 2000 1999
Casino/hotel:

Atlantic City, New Jersey (a) $ - $ 7593 $ (253

Paradise Island, The Bahamas(b) 68,183 85,666 93,609

68,183 93259 93,356

Real estate related - Ocean Club Estates 6,906 76,378 -
Management and other fees, net of amortization

Connecticut 26,916 23,006 38,802

Indian Ocean 6,841 7,539 6,477

Dubai 1,123 1221 538

Harborside at Atlantis (c) 1,408 3,428 -

Maldives (d) 33 - -
General corporate (23,896) (23,330) (16,899)
Pre-opening expenses (6,904) (7,616) (5,398)
Restructuring costs (5,732) - -
Purchase termination costs - (11,202) -
Transaction costs - (7,014) -
Write-down of net assets held for sale - (229,208) -
Other segments 3154 1,694 2,348
Corporate marketing, retail and public relations (2,359) (3,089) (4,792)

Income (loss) from operations 75,678 (74,844) 114432
Other income (expense):

Interest income 7471 4,194 12,725

Interest expense, net of capitalization (52,702) (45,678) (50,699)
Equity in earnings of associated companies:

Indian Ocean 3,302 3445 2,628

Harborside at Atlantis (c) 472 780 -

Maldives (d) (715) - -
Other, net (760) (688) 60

Income (loss) before provision for income taxes $ 3746 $ (112,791) $ 79146
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(In thousands of US dollars)

As of December 31, 2001

Total Assets, Depreciation and Amortization of Goodwill and Capital Additions

Y ear Ended December 31, 2001

Casino/hotel:
Paradise Island, The Bahamas

Real estaterelated:
Atlantic City, New Jersey
Paradise Island, The Bahamas

Equity investment in Indian Ocean
Equity investment in Maldives (d)
General corporate

Trading Cove New York

Corporate marketing, and public relations
Other segments

(In thousands of US dollars)

Depreciation and

Total Amortization Capital
Assets of Goodwill Additions

¢ 1165711 $ 50035 $ 6588
53575 -
13,946 -
67,521 -
22,891 -

3,053 - ;

93417 1,161 1,70¢

1523 - -
1,311 287

1,604 7 -

§ 1357,031 $ 51490 $  675%

As of December 31, 2000

Y ear Ended December 31, 2000

Casino/hotel:
Atlantic City, New Jersey
Paradise Island, The Bahamas (€)

Real estate related:
Atlantic City, New Jersey
Paradise Island, The Bahamas

Net assets held for sale (a)

Equity investment in Indian Ocean
General corporate

Corporate marketing, and public relations
Other segments

Depreciation and

Total Amortization Capital
Assets of Goodwill Additions

g - $ 16,236 $ 11,31€

1,162,060 2422 137,987

1,162,060 58,658 149,30z
56,176 -
17,538 -
73,714 -
138,350 -

25467 - -

58,632 1,257 6,58¢

1,404 304 -

1,164 4 -

§ 1460,791 $ 60,223 $ 1558%
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Total Assets, Depreciation and Amortization of Goodwill and Capital Additions, Continued

(In thousands of US dollars) As of December 31, 1999 Y ear Ended December 31,1999
Depreciation and
Total Amortization Capital
Assets of Goodwill Additions
Casino/hotel:
Atlantic City, New Jersey § 429854 $ 16156 $ 42574
Paradise Island, The Bahamas 1,054,708 39,631 24,20C
Paradise | sland expansion,
opened December 1998 (f) - - 117,80¢
1,484,562 55,787 184,582
Real estate related:
Atlantic City, New Jersey 61,307 - 9,43:
Paradise Island, The Bahamas 30,022 - 4
91,329 - 9,437
Equity investment in Indian Ocean 24,871 - -
General corporate 68,222 1,120 10,82¢
Corporate marketing, retail and
public relations 1,729 321 19¢
Other segments 758 2 -
§ 1671471 $ 57,230 $ 20504€

(@) Seediscussion of the Resorts Atlantic City Salein Note 1 herein.
(b) Includestour operations.

(c) The construction of timeshare units at Harborside at Atlantis was completed in February 2001. Sales
of these units began in May 2000.

(d) Weacquired a25% interest in Kanuhura effective August 1, 2001.

(e) In 2000, capital additions in Paradise Island, The Bahamas included $113.8 million of costs for the
Ocean Club addition and newly renovated golf course, including anew club house.

(f) Capital additions related to a 1998 expansion of Atlantis on Paradise Island are included in total assets
under Paradise Island, The Bahamas.
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Note 19 - Equity in Earnings of Associated Companies

The accompanying consolidated financid datements include equity in earnings of associated
companies as a result of our 20.4% interest in Indian Ocean Resorts, our 50% interest in
Harborsde at Atlantis and our 25% interest in Kanuhura

Through June 16, 2000, we owned a 22.8% interest in Indian Ocean Resorts. Effective June 16,
2000, Indian Ocean Resorts issued additional shares of stock under a rights issue in which we did
not participate, effectivdly reducing our ownershp interest to 20.4%. The following unaudited
summarized financid information of Indian Ocean Resorts has been prepared under accounting
principas generdly accepted in the United States at and for the years ended December 31, 2001,
2000 and 1999; converted to US dollars at the appropriate exchange rate.

For the Y ear Ended December 31,

(In thousands of US dollars) 2001 2000 1999
Revenues $ 93398 $ 106,151 $ 84,007
Income from operations 25277 28,310 15,630
Income before income taxes 20,136 20,480 13,171
As of December 31,

2001 2000 1999
Current assets $ 27413 $ 24424 $ 21075
Total assets 225,835 238,286 264,345
Current liabilities 32,950 35,173 61,595
Shareholders equity 119,635 127,379 140,865

Harborsde a Atlantis condructs, sdls and manages time-share units in Paradise Idand, The
Bahamas. Congruction of 82 units was completed in February 2001 and sdes of time-share
units began in May 2000. The following unaudited summarized financid information of
Harborsde at Atlantis has been prepared under accounting principas generdly accepted in the
United States at and for the years ended December 31, 2001 and 2000.

For the Y ear Ended December
31,
(Inthousands of US dollars) 2001 2000
Revenues $ 35371 $ 18446
Income from operations 1372 1561
Income before income taxes 1,372 1,561

As of December 31,

2001 2000
Current assets $ 99832 $ 27,306
Total assets 109,357 79,175
Current liabilities 88,700 57,830
Shareholders' equity 20,657 17,305

F-36



Effective August 1, 2001, we acquired our 25% interest in Kanuhura. The following unaudited
summarized financid information of Kanuhura has been prepared under accounting principas
generaly accepted in the United States at and for the year ended December 31, 2001.

For the Y ear Ended
(In thousands of US dollars) December 31, 2001
Revenues $§ 3809
Loss from operations (1,261)
L oss before income taxes (2564)

As of

December 31, 2001
Current assets § 3215
Total assets 33,048
Current ligbilities 4724
Shareholders equity 2,091

Note 20 - Fair Value of Financial | nsruments

The far vaue of a financid ingrument represents the amount a which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced sde or
liquidetion.

Far vdue edimates are made a a specific point in time, based on relevant market information
about the financid ingrument. These esimates are subjective in nature and involve uncertainties
and matters of sgnificant judgment and therefore cannot be determined with precison. The
assumptions used have a significant effect on the estimated amounts reported.

We usd the following methods and assumptions in estimating far vaue disclosures for financid
ingruments. (@) Cash and cash equivaents, receivables, other current assets, accounts payable,
accrued lidbilities and variable rate debt: the amounts reported in the accompanying consolidated
balance sheets gpproximate fair value; (b) Fixed-rate debt: fixed rate debt is vaued based upon
published market quotations, as gpplicable. The fair vaue of our fixed rate debt a December 31,
2001 was approximately $486.6 million as compared to its carrying vaue of $493.9 million; (c)
svep agreements.  the far vaue of our swgp agreements was determined from the
representations of financid indtitutions. The fair vaue of our swep agreements a December 31,
2001 equa their carying vadue and ae reflected as other long-term liabilities on the
accompanying consolidated baance sheet. The carying vdue and negative far vaue of our
Prior Swap Agreements at December 31, 2000 was $0 and $454,000, respectively.
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Note 21 — Supplemental Condensed Consolidating Financial I nfor mation

Our payment obligations under the Senior Subordinated Notes were co-issued by SIHL and
SINA. The Senior Subordinated Notes are guaranteed by substantidly al of our wholly-owned
subgdiaries (the "Subddiay Guarattors’) and ae jointly and severdly irrevocably and
unconditionaly guaranteed. Separate financid dStatements of the Subsidiary Guarantors are not
presented because we have determined tha they would not be materid to investors. The
following supplemental financid information sats forth baance sheets, datements of operations
and statements of cash flows for each of the co-issuers of the Senior Subordinated Notes, SIHL
and SINA and, on a combined bass, for the Subsdiary Guarantors. SIHL's norguarantor
subsidiaries are minor and, therefore, are not separately presented.
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Sun International HotelsLimited
Condensed Consolidated Financial Statements
(In thousands of USdollars)

Condensed Consolidating Balance Sheet at December 31, 2001

Guarantor
SIHL SINA Subsidiaries Eliminations Consolidated
ASSETS
Current assets:
Cash and cash equivalents g 4065 % 1242 ¢ 18003 % 7161 ¢ 30471
Restricted cash - - 4518 - 4518
Trade receivables, net 82 1,102 36,270 - 37454
Due from affiliates 336,351 237,801 (547,185) 1,397 28,364
Inventories - 91 8,716 - 8,807
Prepaid expenses 5 188 5,033 - 5,226
Total current assets 340,503 240,424 (474,645) 8,55¢ 114,840
Property and equipment, net - 54,221 1,077,060 23911 1,155,192
Note receivable - 18,018 - - 18,018
Due from affiliates- non-current 3,250 - 12,638 - 15,388
Deferred tax asset, net - 3874 - - 3874
Deferred charges and other assets, net 2477 9,898 6,317 - 18,692
Investment in subsidiaries 356,567 10 280,049 (636,62¢€) -
Investment in associated companies 3,053 - 34,425 (6,951) 30,527
Total assets § 705850 $ 326445 $ 9384 $ (611,10€) ¢ 1,357,031
LIABILITIESAND SHAREHOLDERS EQUITY
Current liabilities:
Current maturities of long-term debt g - % 70 % 191 % -9 261
Accounts payable and accrued liabilities 23,054 18,629 97,718 8,662 148,063
Dueto affiliates- current - - (1,397) 1,397 -
Capital creditors - - 6,570 - 6,570
Total current liabilities 23,04 18,699 103,082 10,05¢ 154,84
Other long-term liabilities 5,503 - - - 5,503
Long-term debt, net of current maturities 94,497 399,438 24,296 - 518,231
Total liabilities 123,04 418,137 127,378 10,05¢ 678,628
Shareholders’ equity 582,796 (91,692) 808,466 (621,167) 678,403
Total liabilities and shareholders' equity § 70580 $ 326445 $ 93584 $ (611,106) ¢ 1,357,031
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Sun International HotelsLimited

Condensed Consolidated Financial Statements
(In thousands of USdollars)

Condensed Consolidating Balance Sheet at December 31, 2000

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Trade receivables, net
Duefrom affiliates
Inventories
Prepaid expenses
Net assets held for sale
Total current assets

Property and equipment, net

Due from affiliates, non-current
Deferred charges and other assets, net

Investment in subsidiaries

Investment in associated companies

Total assets

LIABILITIESAND SHAREHOLDERS EQUITY

Current liabilities:

Current maturities of long-term debt
Accounts payable and accrued liabilities

Dueto affiliates
Capital creditors
Total current liabilities

Long-term debt, net of current maturities

Dueto affiliates, non-current
Total liabilities

Shareholders’ equity

Total liabilities and shareholders' equity

Guarantor
SIHL SINA Subsidiaries Eliminations Consolidated
$ 106 § (75) ¢ 16690 ¢ 6426 § 22497
- - 1,651 - 1,651
A« 631 39,831 60 40,612
456,471 (160,760) (255,995) (5,576) 34,140
- 71 10,346 - 10417
261 155 9433 - 9,849
(5,839) 144,395 (156) 138,350
456,92¢ (166,517) (33,649) 754 257516
58,720 1,072,881 23,908 1,155,509
199,337 5,069 (199,337) 5,069
2,23¢ 24 10,857 - 13,120
350,947 511,712 804,317 (1,666,976) -
- - 33,952 (4,375) 29,577
$ 810,114 $ 603276 $ 1,893427 § (1,846,026) ¢ 1460,791
$ - g 58 4 172 g - g 230
7,61C 12,985 111,353 4,924 136,872
- - 5,300 (5,300) -
- - 12,954 - 12,94
7,61C 13043 129,779 (376) 150,056
225,00C 199,420 244,488 - 668,908
- - 199,337 (199,337) -
232,61C 212463 573,604 (199,713) 818,964
577,504 390,813 1,319,823 (1,646,313) 641,827
$ 810,114 $ 603,276 $ 1,893427 $ (1,846026) § 1460791
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Sun International HotelsLimited
Condensed Consolidated Financial Statements
(In thousands of USdollars)

Condensed Consolidating Statement of Operationsfor the Y ear Ended December 31, 2001

Revenues:.
Casino and resort revenues
Less: promotional allowances

Tour operations
Management and other fees
Real estate related
Insurance recovery

Other

Affiliated sales

Expenses:
Casino and resort expenses
Tour operations
Selling, general and administrative
Management fee
Real estate related
Corporate expenses
Depreciation and amortization
Restructuring costs
Pre-opening expenses

Income (loss) from operations

Other income and expenses.
Interest income

Interest expense, net of capitalization

Affiliated interest income
Affiliated interest expense

Equity in earnings (loss) of associated

companies
Dividend income
Other, net
Income (loss) before income taxes
Benefit (provision) for income taxes
Net income (10ss)

Guarantor
SHL SINA Subsidiaries  Eliminations  Consolidated
$ - % - $47718: $ (628¢) $ 470894
- - (22,77€) - (22,778)
- - 454,40F (6,285) 448116
- 15,087 36,80¢€ (15,087) 36,806
- - 9,771 - 9,771
- - 2,00C 2,000
- 893 (89¢) . -
- - 9,74z (9,742) -
- 15,980 548,17¢ (31,11€) 533,041
- - 267,39¢ (14,377) 253,019
- - 32,061 (20) 32,041
- - 81,84C (1,63¢) 80,206
634 14,45¢ (15,087) -
- - 3,044 (279) 2,865
1,506 8,802 13,45¢ 1,34z 25,106
- 124 51,36€ - 51,490
- - 5,732 5732
- - 6,904 - 6,904
2,140 8,926 476,252 (29,95¢) 457,363
(2,240) 7,054 71,927 (1,163) 75,678
742 4,296 243¢ 7471
(10,938) (27,736) (14,02¢) - (52,702)
7575 6,931 @ (14,505) -
- - (24,505) 14,502 -
(714) - 471 3,30z 3,059
2,836 - 2,87z (5,70¢) -
- (664) (9€) - (760)
(2,639) (10,119) 49,07z (3,56€) 32,746
- 4,597 (4,065) (1,622) (1,090)
$ (2639) $ (6552) $ 45006 $ (5191) $ 31656
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Condensed Consolidating Statement of Operationsfor the Y ear Ended December 31, 2000

Revenues:
Casino and resort revenues
Less: promotional alowances

Tour operations
Management and other fees
Real estate related

Other

Affiliated sales

Expenses:
Casino and resort expenses
Tour operations
Selling, general and administrative
Management fee
Real estate related
Corporate expenses
Depreciation and amortization
Write-off of Desert Inn costs
Transaction costs
Pre-opening expenses
Write down of assetsto be sold

Income (loss) from operations

Other income and expenses:
Interest income
Affiliated interest income
Affiliated interest expense

Interest expense, net of capitalization

Equity in earnings of associated
companies
Dividend income
Other, net
Income (loss) before income taxes
Benefit (provision) for income taxes
Net income (loss)

Sun International HotelsLimited

(In thousands of USdollars)

Condensed Consolidated Financial Statements

Guarantor
SIHL SINA Subsidiaries Eliminations Consolidated

$ - $ - $ 76249% $ (6,630) $ 755,866
- - (51,77€) - (51,779)

- - 710,717 (6,630) 704,087

- - 33,192 - 33,192

2,070 21,846 33,69: (21,846) 35,763

- - 108,65C - 108,650

- 38 2,965 - 3,003

- 244 8,692 (8,936) -

2,070 22,128 897,90¢ (37,412) 884,695

- - 471,78C (18,207) 453573

- - 29,637 (11) 29,626

- - 100,39%¢ 3,069 103,465

634 21,21z (21,846) -

- - 32,272 - 32,272

1,684 11,694 12,37¢ (417) 25,340

- 258 59,96 - 60,223

- 11,202 - - 11,202

7,014 - - - 7,014

- - 7,61€ - 7,616

- 233,085 - (3877) 229,208

9,332 256,239 735,257 (41,289) 959,539
(7,262) (234,111) 162,652 3877 (74,844)

144 234 3,81¢ - 4,14

8,810 (18,076) 36,152 (26,886) -

- - (26,88¢) 26,386 -
(13,163) 18,075 (50,59C) - (45,678)

} - 78C 3,445 4,225

2,839 - 2,84¢ (5,687) -
- 1 (695) - (688)
(8,632) (233,867) 128,077 1,635 (112,791)
27 (4) (6,33€) - (6,313)
$ (8605) $ (23871) $ 121737 $ 1635 $  (119104)
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Sun International HotelsLimited

Condensed Consolidated Financial Statements

(In thousands of USdollars)

Condensed Consolidating Statement of Operations for the Y ear Ended December 31, 1999

Revenues:.
Casino and resort revenues
Less: promotional allowances

Tour operations
Management and other fees
Insurance recovery

Other

Affiliated sales

Expenses:
Casino and resort expenses
Tour operations
Selling, general and administrative
Management fee
Corporate expenses
Depreciation and amortization
Pre-opening expenses

Income from operations

Other income and expenses.
Interest income
Affiliated interest income
Affiliated interest expense

Interest expense, net of capitalization

Equity in earnings of associated
companies
Dividend income
Other, net
Income (loss) before income taxes
Provision for income taxes
Net income (10ss)

Guarantor
SIHL SINA Subsidiaries Eliminations Consolidated

$ $ - $ 703,074 $ (6557) $ 696,517
- (50,240) - (50,240)

- 652,834 (6,557) 646,277

- - 28,714 - 28,714

14,61C 22,183 32,288 (22,183) 46,898

- - 14,209 - 14,209

- 2,869 - 2,869

. 325 8,665 (8,990) -

14,61C 22,508 739,579 (37,730) 738,967

- 436,777 (12,908) 423,869

- 27,816 - 27,816

- - 95,942 (1,980) 93,962

63 21,549 (22,183) -

1457 6,845 8,679 (721) 16,260

- 284 56,946 - 57,230

- - 5,398 - 5,398

2,091 7,129 653,107 (37,792) 624,535

1251¢ 15,379 86,472 62 114,432

9,93C 408 2,387 - 12,725

8,79¢ (18,069) 36,532 (27,261) -

- - (27,261) 27,261 -
(8,79€) 18,069 (59,970) - (50,699)

- - - 2,628 2,628

3232 - 2,651 (5,883) -

- 277 (217) - 60

25,681 16,064 40,594 (3193) 79,146
(6,47€) (50) (2,795) - (9,324)

$ 1920z $ 16014 S 3779 3 (3193) $ 69,822
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Sun International HotelsLimited
Condensed Consolidated Financial Statements
(In thousands of USdollars)

Condensed Consolidating Statement of Cash Flowsfor the Y ear Ended December 31, 2001

Cash flows from operatina activities;
Net income (loss)
Adjustments to reconcile net income (l0ss)
to net cash provided by (used in) operating activities.
Depreciation and amortization
Deferred income tax benefit
Provision for doubtful receivables
(Gain) loss on disposition of other assets
Equity in earnings of associated companies,
net of dividends received
Dividends to parent
Net change in deferred charges and other assets
Net change in working capital accounts.
Receivables
Due from affiliates
Inventories and prepaid expenses
Accounts payable and accrued liabilities
Other
Net cash provided by (used in) operating
activities

Cash flows from investing activities.
Payments for property and equipment, net of
insurance proceeds received
Proceeds received from the sale of
Resorts Atlantic City, net
Proceeds received from repayment of note receivable
Proceeds from the sale of assets
Acquisition of equity interest in associated companies
Advances to associated companies
Net cash provided by (used in) investing activities

Cash flows from financing activities.
Proceeds from the exercise of share options
Borrowings
Repayment of borrowings
Debt issuance and modification costs
Advances from (repaymentsto) affiliates

Net cash used in financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Guarantor
SIHL SINA Subsidiaries Eliminations Consolidated
$ (2639) ¢ (522) ¢ 45008 ¢ (5191) ¢ 31,656
263 1,160 54,269 - 55,692
- (3,874) - - (3,874)
- - 6,355 - 6,355
- 664 %6 - 760
714 - (471) (430) (187)
- - (2,836) 2,836 -
- 108 (1,506) - (1,398)
8 (6,289) 2,559 - (3,722)
1,100 - 277 - 1,377
256 (53) 4,895 - 5,098
3445 5,143 (9,697) 2,785 1,676
- - 5,900 - 5,900
3,147 (8,663) 104,849 - 99,333
- (399) (67,191) - (67,590)
- 120,850 - - 120,850
12,000 - - - 12,000
- 2,196 351 - 2,547
(3,768) - - - (3,768)
(3.250) - (3,170) - (6,420)
4,982 122,647 (70,010) - 57,619
7,930 - - - 7,930
- 200,000 74,500 - 274,500
(68,270) (79,063) (272,403) - (419,736)
(500) (6,250) (2,055) - (8,805)
56,670 (226,704) 170,034 - -
(4,170) (112,017) (29.924) - (146,111)
3,959 1,967 4,915 - 10,841
106 (725) 24,767 - 24,148
$ 4065 % 1242  $ 20682 $ - $ 34,989
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Sun International HotelsLimited

Condensed Consolidated Financial Statements

(In thousands of USdollars)

Condensed Consolidating Statement of Cash Flowsfor the Year Ended December 31, 2000

Cash flows from operating activities.
Net income (loss)
Adjustments to reconcile net income (10ss)
to net cash provided by (used in) operating
activities:
Depreciation and amortization
Write-down of net assets held for sale
Purchase termination costs
(Gain) loss on disposition of other assets
Equity in earnings of associated companies,
net of dividends received
Dividends to parent
Provision for doubtful receivables
Provision for discount on CRDA obligations, net
Net changein deferred tax liability
Net change in deferred charges and other assets
Net change in working capital accounts:
Receivables
Duefrom &ffiliates
Inventories and prepaid expenses
Accounts payable and accrued liabilities
Other
Net cash provided by (used in) operating
activities

Cash flows from investing activities:
Payments for property and equipment, net of
insurance proceeds received
Net proceeds from the sale of other assets
Deposit refunded for proposed Desert Inn
acquisition
Advances to associated companies
Reclassification of cash to net assets held for sale
CRDA deposits and other
Net cash provided by (used in) investing
activities

Cash flows from financing activities:
Proceeds from the exercise of share options
Borrowings
Repayment of borrowings
Repurchase of Ordinary Shares
Debt issuance and modification costs
Advances from (repayments to) affiliates

Net cash provided by (used in) financing
activities

Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Guarantor
SIHL SINA Subsidiaries Eliminations Consolidated
$ (8605) $(233871) $ 121,737 $ 1,635 $ (119,104)
185 333 63,822 - 64,340
- 233,085 - (3877) 229,208
- 11,202 - - 11,202
- (24) 712 - 688
- - (780) (597) (1,377)
- - (2,839) 2,839 -
- - 6,492 - 6,492
- - 799 - 79
- 205 - - 205
; (899) (769) - (1,668)
10 603 (9,792) - (9,279)
- - (4,658) - (4,658)
289 (171) (2,170) - (2,052)
1,463 (114) 25,141 - 26,490
- - 23912 - 23,912
(6,658) 10,349 221,607 - 225,298
- (6,099) (149,793) - (155,892)
- 170 331 - 501
- 7,750 - - 7,750
- - (18,663) - (18,663)
- - (21,453) - (21,453)
- (361) (2,334) - (2,695)
- 1,460 (191,912) - (190,452)
2,866 - - - 2,866
125,000 - 77,000 - 202,000
- (16) (113,047) - (113,063)
(141,792) - - - (141,792)
- - (919) - (919)
20,536 (18,958) (1,578) - -
6,610 (18,974) (38,544) - (50,908)
(48) (7,165) (8,849) - (16,062)
154 6,440 33,616 - 40,210
$ 106 $ (725) _& 24767 _$ - $ 24,148
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Sun International HotelsLimited
Condensed Consolidated Financial Statements
(In thousands of USdollars)

Condensed Consolidating Statement of Cash Flowsfor the Year Ended December 31, 1999

Guarantor
SIHL SINA Subsidiaries Eliminations  Consolidated
Cash flows from operating activities,
Net income (l0ss) $ 19202 ¢ 16014 ¢ 37,799 ¢§ (3193) $ 6982
Adjustments to reconcile net income (10ss)
to net cash provided by operating activities:
Depreciation and amortization 173 353 59,621 - 60,147
Gain on disposition of other assets - 3) (57) - (60)
Equity in earnings of associated companies,
net of dividends received - - - 23 23
Dividends to parent - - (3,232) 3,232 -
Provision for doubtful receivables - - 6,466 - 6,466
Provision for discount on CRDA obligations, net - - 587 - 587
Net change in deferred tax liability - (30) - - (30)
Net change in deferred charges and other assets - (146) 4,694 - 4548
Net change in working capital accounts:
Receivables (9,639) 1,230 (12,031) - (20,440)
Due from affiliates - - (7,150) - (7,150)
Inventories and prepaid expenses (260) (52) (7,817) - (8,129)
Accounts payable and accrued liabilities (5,519) (2,362) 12141 (62) 4,198
Net cash provided by operating activities 3.957 15,004 91,021 - 109,982
Cash flows from investing activities.
Payments for property and equipment, net of
insurance proceeds received - (10,066) (194,980) - (205,046)
Net proceeds from the sale of non-operating
land and other assets - 5,050 136 - 5,186
Proceeds from redemption of subordinated notes 94,126 - - - 94,126
Deposit paid for proposed Desert Inn
acquisition - (16,117) - - (16,117)
Payments for investment in associated company - - (600) - (600)
Sale of subordinated notes 2,798 - - - 2,798
CRDA deposits - - (2,746) - (2,746)
Net cash provided by (used in) investina
activities 96,924 (21,133) (198,190) - (122,399)
Cash flows from financing activities.
Proceeds from the exercise of share options 2,696 - - - 2,696
Borrowings - - 129,000 - 129,000
Repayment of borrowings - - (118,8%4) - (118,854)
Repurchase of Ordinary Shares (20,977) - - - (20,977)
Debt issuance and modification costs - - (2,361) - (2,361)
Advances from (repayments to) affiliates (82,551) 12541 70,010 - -
Net cash provided by (used in) financing
activities (100,832) 12541 77,795 - (10,496)
Increase (decrease) in cash and cash equivalents 49 6,412 (29,374) - (22,913)
Cash and cash equivalents at beginning of period 105 28 62,990 - 63,123
Cash and cash equivalents at end of period $ 1 $ 6440 $ 33616 $ - $ 40210
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