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For the Years Ended December 31

Netrevenues .............. . ... ...
Operating income .. ............ . ... ... ...
Income before extraordinary

item and cumulative effect of change

in accounting principle
Net income

Basic earnings per share

Income before extraordinary item

and cumulative effect of change

in accounting principle .. ...............
Extraordinary item-—loss on early

retirements of debt, net of income

taxbenefit ... ... ... .. . L
Cumulative effect of change in

accounting principle—preopening

costs, net of income tax benefit . ... .......

LoRE

Net income pershare ...................

eV O

Weighted average number of shares .. ... ....

Diluted earnings per share

Income before extraordinary item

and cumulative effect of change

in accounting principle . ................
Extraordinary item—Iloss on early

retirements of debt, net of income

taxbenefit ......... . ... L
Cumulative effect of change in

accounting principle—preopening

costs, net of income tax benefit . ... ... ....

Weighted average number of shares
Cash dividends per share(1) .................

At year-end
Totalassets . ....... ... ... ... .. ...,
Total debt, including capital leases
Stockholders’ equity .. .........
Stockholders' equity per share
Number of shares outstanding

2001

$ 3,972,802
627,902
170,593
169,815

$ 1.07

$ 1.07
158,771

$ 1.06

$ 1.06

160,822

$10,497,443
5,465,608
2,510,700

$ 15.95
157,396

2000
$ 3,083,420
537,716

166,160
160,744

$ 1.11
145,300

$ 1.09
147,901
$ 0.10

$10,734,601
5,880,819
2,382,445

$ 14.97
159,130

1999 1998
$ 1,330,853 $ 703,975
209,868 131,574
95,124 683,948
86,058 68,948

$ 0.82 $ 0.62
(0.01) —

(0.07) —

$ 0.74 $ 0.62
116,580 111,356

$ 0.80 $ 0.61
(0.01) —

(0.07) —

$ 0.72 $ 0.61
120,086 112,684

$ — $ —
$ 2,743,454 $ 1,745,030
1,330,206 545,049
1,023,201 948,231
$ 8.98 $ 9.11
113,880 104,066

The selected financial data above includes information for MGM Grand Las Vegas, which commenced operations in 1993, New York-New York, which commenced operations in 1997 and was 50% owned until
March 1, uwwm E:m: the ne-:um.: mnn::mn_ the remaining 50%, the Primm Valley Resorts, which were acquired on March 1, 1999, MGM nS_._Q Australia, which was acquired in 1995, MGM Grand South Africa,
which in the Republic of South Africa from October 1997 through May Noom MGM Grand Detroit, which ne.:-:m:ncn operations on July 29, 1999 and the Mirage vavmn_cm. which were acquired

on May 31, 2000.

(1) On December 13, 1999 the Board of Directors approved an initial quarterly cash dividend of $0.10 per share to stockholders of record on February 10, 2000. The dividend was paid on March 1, 2000.
As a result of the acquisition of Mirage Resorts, Incorporated, we announced on Apri! 19, 2000 that the quarterly dividend policy was discontinued.
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Looking back on the second
anniversary of the merger, it’s
clear the integration of these
companies produced exactly the
result we were aiming for: a
streamlined powerhouse that, in
good times and bad, will deliver
on the promise of enhanced
opportunities for employees and
business partners as well as

robust returns for shareholders.

Even though the year began in
an environment of uncertainty,
MGM MIRAGE had a vibrant
12 months, setting records in
virtually every major financial
and performance category. In
2002, we posted both record
revenues and earnings, enabling
us to improve our balance sheet
through debt reduction, while
still reinvesting substantially in
our resorts and repurchasing our

common stock.

2002 also ushered in an explosion

in travel industry e-commerce, and

MGM MIRAGE was positioned
to capitalize on this significant
change in consumer behavior.
Information technology may not
be the most glamorous segment of
our business, but done well, it can
have a profound impact on finan-
cial results. Year-over-year, MGM
MIRAGE properties posted,
collectively, a 38 percent gain in

Inrernet bookings.

Another important component of
our strategy is to stay a few steps
ahead of consumer demand, and
to that end, MGM MIRAGE

«

marked more “firsts” for the

industry. By this summer, all

| revenues and earnings.

major company properties will
have converted to Ticket-In
Ticket-Out gaming technology
that our customers have strongly
indicated they prefer over handling
cash. This doverails well with our
new Players Club which has the
competitive advantage of allowing
our customers to “trade-up”, if
you will, to redeem points at any

of our resorts.

MGM MIRAGE also embarked
upon an ambitious new development
strategy. The multi-faceted approach
includes construction of a new spa
tower at Bellagio as well as the creation
of two new production shows and
buzz-generating new restaurants and
nightclubs at several of our properties.
The company is also aggressively
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WHEN MGM MIRAGE LAUNCHED THE GAMING INDUSTRY’S
FIRST VOLUNTARY DIVERSITY INITIATIVE IN 2000, WE
COMMITTED TO GREATER EFFORTS TO PURSUE DIVERSITY
AS A MORAL AND BUSINESS IMPERATIVE IN ALL ASPECTS
OF OUR COMPANY'S OPERATIONS. WE ALSO PLEDGED WE

WOULD BE ACCOUNTABLE AND

REPORT ON OUR PROGRESS.
WE ARE PROUD TO REPORT DEMONSTRABLE ADVANCEMENTS IN THE STRATEGIC
AREAS OF EMPLOYMENT, PROCUREMENT, CONSTRUCTION, PHILANTHROPY, MARKETING
AND SALES, ADVERTISING AND COMMUNITY RELATIONS. WE COMMEND OUR EMPLOYEES
FOR THESE LAUDABLE GAINS. AS A DECLARATION OF iTS COMMITMENT TO
DIVERSITY, IN 2002 THE MGM MIRAGE BOARD OF DIRECTORS CREATED A DIVERSITY
COMMITTEE. THE COMMITTEE’S PURPOSE IS TO ASSIST THE BOARD IN GUIDING THE
DIVERSITY INITIATIVE AS A STRATEGIC BUSINESS IMPERATIVE, ENGAGING ALL
ASPECTS OF THE COMPANY’S OPERATIONS.

MGM MIRAGE'S COMMITMENT TO EXPANDING THE DIVERSITY INITIATIVE IS FOCUSED
ON CREATING A CULTURE THAT REFLECTS DIVERSITY AS A CORE VALUE: DIVERSITY
IS WHO WE ARE, NOT JUST WHAT WE DO. WE BELIEVE THAT BY FOSTERING DIVERSITY
IN QUR EMPLOYEES AND MANAGEMENT, WE WILL ACHIEVE THE GREATEST TANGIBLE
BUSINESS RESULTS.

AS OF YEAR-END 2002, AN IMPRESSIVE 51.7% OF OUR WORKFORCE OF OVER
43,000 WERE MINORITIES, UP FROM 50.5% THE YEAR PRIOR. BY THE END OF 2001,
26.3% OF MANAGERS, DIRECTORS AND EXECUTIVES WITHIN OUR COMPANY WERE
MINORITIES. IN 2002, MINORITY REPRESENTATION IN OUR MANAGEMENT RANKS
HAD GROWN TQ 28%. OVERALL, WHILE THIS (S REFLECTIVE OF THE AMERICA N
WHICH WE DO BUSINESS, MGM MIRAGE STRIVES FOR )
IMPROVEMENT. THE MANAGEMENT ASSOCIATE PROGRAM,
SUPERVISORY PREPARATION TRAINING, LEADERSHIP
TRAINING AND MENTORING PROGRAMS ARE ALL EXAMPLES
OF APPROACHES DESIGNED TO HELP EMPLOYEES GROW
AND RISE TO THEIR FULLEST POTENTIAL.

LD CAVCETSE

productions created with the signa-
ture Cirque genius, marking the third
and fourth collaborations between

our organizations.

Restaurants, which have become
marketing tools unto themselves,
also saw powerful new names
entering the Las Vegas marketplace
because of your company’s initia-
tive. In 2002, Tom Colicchio, one
of the most respected and recog-
nized names in the New York
dining scene, brought to the MGM
Grand his celebrated Crafisteak.

AMDPOWARMENT

Our company’s power to be a
leader in the hospitality industry
is derived, in no small measure,
from an awareness of our respon-
sibilities to all our stakeholders
and the communities in which

we do business.

2002 was a year in which the
company continued its historic

record of employing a richly

R AR RN R NERE SN ERR SR Y

C @] O G

diverse workforce and made signif-
icant progress in reaching out to
assist minority contractors and
vendors looking to do business

with MGM MIRAGE.

Qur industry-leading efforts are
practiced throughout the ranks.
Last year the MGM MIRAGE
Board of Directors demonstrated
leadership at the highest levels of
our company by creating a
Diversity Committee chaired by
Alexis Herman, former U.S.

Secretary of Labor.

This is a critical element of our
Diversity Initiative for several
reasons. First, it elevates diversity
as a priority to the Board level;
second, the expertise on the
committee is invaluable; and third,
the committee will assist the Board
in guiding the diversity initiative

as a strategic business imperative.
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BELLAGIO
Fountains of Bellagic
Picasso by Julian Serrano
Le Cirque by Sirio Maccioni
Light - The Nightclub
Bellagio Gallery of Fine Art

Conservatory & Botanical Gardens

Via Bellagio - Shopping Promenade

MGM GRAND

Studio 54 - The Nightejub
Tabo - Uttra Lounge
Craftsteak by Tom Colicchio
NOBHILL by Michael Mina
The Lion Habitat

THE MIRAGE
Siegfried & Roy's Secret Garden
and Dolphin Habitat

White Tiger Habitat

The Volcano

The Tropical Atrium Rainforest 2l :
Shadow Creek Golf Course s . e ”
Renoir by Alessandro Stratta

TREASURE ISLAND
Buccaneer Bay Pirate Battle
Mist - Lounge

Buccaneer Bay Restaurant ::

NEW YORK-NEW YO
Manhattan Express Roller Coasl
ESPN Zone } .

Nine Fine lrishmen Pub - July 7608
Coyote Ugly Bar:and Dance. Sajoon
Gallagher's Steakhouse

GOLDEN NUGGET
ZAX - Restaurant
Fremont Street Expariehce
Stefano's - Fine Dining

PRIMM VALLEY RESORTS
Primm Valiey Golf Course
Fashion Cutlets of Las Vegas

Desperado Roller Coaster

MGM GRAND DETROIT
Hollywood Brown Derby

BEAU RIVAGE
Coast Brewing Company
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Increasing our strength by attracting the best people in the business
continues to be a top priority at MGM MIRAGE. Our dynamic workforce
plays a key role in accomplishing our goal of exceptional guest relations.
We welcome and celebrate the cultural differences in our employee
poputation, now over 43,000 strong. The power we find in their diverse
talents and backgrounds constantly re-energizes our company, leading to
growing guest satisfaction and increasing recognition for excellence.
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MGM MIRAGE
VOICE FOUNDAT,

MGM MIRAGE

05 Vegas. NV USA
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SECOND LANGUAGE

Lytee activty

CITIZENSHIP PROGRAM

COLLEGE TUITION
REIMBURSEMENT

529 COLLEGE SAVINGS PROGRAM

COMMUNITY EMPLOYMENT
OUTREACH PROGRAM
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Gamal Aziz
President
MGM Grand
Las Vegas

George R. Boyer ill

Joz Brunini
President

MGM MIRAGE
National Marketing

Chief Operating Officer “
t

Jefi Dahl
President
Beau Rivage

Laughlin

Al Faccinto

Andre Carrier President
MGM MIRAGE William J. Hornbu
Golden Nugget International Marketing _ Alan Feldman Presi

Sr. VP Public Affairs
MGM MIRAGE

MGM MIRAGE Or

The power to keep MGM MIRAGE moving forward to
new levels of excellence and success rests in the
capable hands of an extraordinary team of managers.
Their combined experience, knowledge, skill and talent
is unique in the industry. Individually, they are proven
leaders. Together, they are a powerhouse.
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At the core of our business philos-
ophy is our unwavering devotion
to operating the best resorts in the
world. We are fortunate to have
the best operators in the business
at our resorts, from top-level
management to front-line service
providers. We spare no expense
when it comes to delivering the
best customer experience, and keep
our controllable back-of-house

expenses in check.

Year after year, the MGM MIRAGE
.mml:_% delivers the industry’s most
exciting, most profitable, and most
efficient operations. In 2002, our
net revenue actually grew
compared to 2001, impressive
against a backdrop of declining
hotel, entertainment, and other
tourism and hospitality revenue.
2002 again proved the resilience of
our business model: Operating the
best resorts, in ihe best locations,
with the best customer experiences
will fuel superior financial results.

These simple beliefs have proven

,Tf::j

their worth over and over. In
2002, we grew our business
through improved marketing,
including the introduction of a
very powetful customer retention
engine in Players Club, and by
driving increased traffic to our
resorts through key investments
in exciting new dining and enter-

tainment venues.

Revenues in 2003 will benefit
from additional targeted invest-
ments in our resorts. From the
groundbreaking new Cirque du
Soleil show at New York-New York
to the high-energy ultra lounge
Tabu at MGM Grand Las Vegas,
we continue to ensure our resorts
are “must-see” destinations, and
“must-see again” destinations.

We also know that our customers
expect an ever-better gaming
experience, and we are delivering
on thai expectation through the
completion of our Players Club
rollout in 2003 and the implemen-

tation of an entirely new slot floor
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new tower that will be viewed as a
high-end resort within the same.
The new tower will complement
the expanded spa, retail and
restaurant facilities. These
improvements will help Bellagio
continue its reign as the highest-
earning resort in the history of our
industry. Several other properties
will undergo room re-models in
2003, and we are also expanding
our already successful association
with Cirque du Soleil by creating
new entertainment experiences at
both MGM Grand Las Vegas and
at New York-New York.

On the gaming side, we are in
tune with the ever-changing pref-
erences expressed by our
customets. By this coming
summer, all of our major proper-
ties will have converted to cashless
gaming for slots. We undertook
the conversion after extensive
research indicated the majority of
our players prefer that environment.

Also on the forward-thinking

SRR T

technological front, we intend to
continue to invest resources in our
Players Club to continue to build
loyalty to the program, and by
extension, to our fine line-up of
resorts. These expenditures will
ensure MGM MIRAGE holdings
have fresh and exciting cuscomer

inducements for years to come.

At the same time, we also strength-
ened your company’s balance sheet
as we repaid $314 million of debt
in 2002, including $44 million for
our share of debt repaid by Monte
Carlo. We also repurchased 6.4
million shares of your company’s
common stock for $208 million.
We accomplished all this — record
earnings, major capital support of
our existing operations, debt
reduction and share repurchases —
in what most experts were calling a

“re-building” year.

In fact, looking back, we've consis-
tently delivered in these areas.
Since the marriage of MGM

\
N\

N

7N

W

FOR MORE THAN 13 YEARS, MAGICIANS OF THE CENTURY SIEGFRIED & ROY HAVE PLAYED
HOST TO MORE THAN 10 MILLION PEOPLE DURING 5,550 PERFORMANCES AT THE MIRAGE.
MORE THAN ANY OTHER PERFORMERS IN HISTORY, THEY HAVE CREATED RECORD-SETTING

REVENUES APPROACHING $1 BILLION THROUGH THEIR ASTOUNDING THEATRICAL EXPERI-
ENCE, THE WONDROUS SECRET GARDEN AND DOLPHIN HABITAT AND RELATED MERCHANDISE
SALES. THE POWER OF SIEGFRIED & ROY'S SPECTACLE IS IN THEIR ABILITY TO DRAW AUDI-
ENCES TO THEIR SHOWS YEAR AFTER YEAR, AND ALSO TO ATTRACT VISITORS FROM AROUND
THE WORLD TO EXPERIENCE THE MAGIC OF LAS VEGAS AND THE MGM MIRAGE RESORTS.

v ——
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Consolidated casino revenues for 2002 were $2.19 billion, an increase of 1% over
$2.16 billion of casino revenues in the prior year. Table games revenues were down
4%. Volume decreased 6% in 2002, due to weakness in international high-end play
in early 2002 and weakness in national high-end play in late 2002, which we
believe is the result of weak economic conditions in the United States and a
continued pattern of declines in the stock market. Our overall table games hold
percentage was within a normal range in both years. Slot revenues increased by 5%,
which includes strong performances at MGM Grand Detroit, where the market
continued its growth throughout most of 2002, and Bellagio, which benefited from

new slot department management.

Consolidated room revenues of $841 million in 2002 were roughly flat with 2001.
Occupancy at our resorts in 2002 was even with 2001 at 89%, while our ADR
increased by $1 to $102. Room trends throughout the year were consistent with

overall net revenue trends.

Consolidated food and beverage, entertainment, retail and other revenues were
$1.43 billion for 2002, an increase of $50 million, or 4%, over the results for 2001.
Excluding revenues of $11 million in 2002 received for the early termination of our
management agreement covering four casinos in the Republic of South Africa, the
increase was 3% over prior year. We have actively managed the mix of dining and
entertainment amenities at several of our larger resorts during 2002, including the
addition of new nightclubs and restaurants, and the replacement of restaurants and

shows with new concepts.

Consolidated operating expenses decreased from $3.38 billion in 2001 to $3.30
billion in 2002, due to expense reductions implemented after the events of
September 11 described eatlier, and lower restructuring costs and write-downs and

impairments. Consolidated operating expenses before preopening and start-up

________________________________::ﬂ___:________:________:__________________________:__._______:_________________t.____________:__:_____:_____________________

expenses, restructuring costs and write-downs and impairments were $3.28 billion
for 2002, compared to $3.30 billion in the prior year. Expenses in 2001 included

$41 million of charges to bring bad debt, health claim and retail inventory reserves
to appropriate levels in light of changes in our operations following the September
11 attacks. Corporate expense was $44 million, an increase of $6 million, or 16%,

over the prior year, due to increased payroll, insurance and property tax costs.

During the third and fourth quarters of 2001, management responded to a decline
in business volumes caused by the September 11 attacks by implementing cost
containment strategies which included a significant reduction in payroll and a refo-
cusing of several of our marketing programs. Approximately 6,700 employees (on a
full-time equivalent basis) were laid off or terminated, resulting in a $22 million
charge against earnings, primarily related to the accrual of severance pay, extended
health care coverage and other related costs in connection with these personnel
reductions. As a result of improving business levels and our success at re-hiring a
substantial number of previously laid off or terminated employees, management
determined in the second quarter of 2002 that a portion of the remaining accrual

would now not be necessary. This resulted in a restructuring credit of $10 million.

In December 2002, we recorded a restructuring credit of $10 million related to a
lease contract termination accrual originally recorded in June 2000. The contract
termination provided for payments based on the results of a successor tenant, and
in December 2002 we determined that payment under this obligation is not
probable. We recorded $3 million of restructuring charges in December 2002

related to contract termination costs for a restaurant lease and the EFX show at
MGM Grand Las Vegas.

In 2002, we recorded write-downs and impairments of $15 million. In September

2002, Tropical Storm Isidore caused property damage at Beau Rivage totaling $8
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

California, while volumes at MGM Grand Detroit were impacted by a competitor’s
opening of the third and final Detroit casino in November 2000. The declines in
Detroit were offset in part by improved volumes in the fourth quarter of 2001, as
traffic delays caused by increased border security caused a shift in volume away from

a competitor casino in Windsor, Ontario.

Consolidated room revenues for 2001 were $837 million, an increase of $227
million, or 37%, over the prior year. Room revenues at the Mirage properties
totaled $560 million, an increase of $236 million over the seven-month results from
2000. Room revenues at the MGM Grand properties declined by only 3% despite
the significant impact on business following the September 11 attacks, reflecting the
strength of our hotel business prior to September 11. MGM Grand Las Vegas bene-
fited from having 3% more available rooms during 2001 versus 2000, as a room
remodeling project had been ongoing in the prior year, and also achieved a small

increase in average daily room rate.

Consolidated food and beverage, entertainment, retail and other revenues were
$1.38 billion for 2001, an increase of $405 million, or 42%, over the results for
2000. The Mirage properties contributed a $411 million increase, as revenues were
$967 million for 2001 versus $556 million for the seven-month period in 2000.
Food and beverage, entertainment, retail and other revenues at the MGM Grand
properties declined by only 2% from the comparable 2000 levels, despite the

impact on business of the September 11 attacks.

Consolidated operating expenses were $3.38 billion in 2001 compared w $2.57
billion in 2000, due to the full-year of Mirage results offser by a 2% decrease in
expenses at the MGM Grand properties and lower restructuring costs. Consolidated
operating expenses before preopening expenses, restructuring costs, and write-downs

and impairments were $3.30 billion for 2001, an increase of $869 million, or 36%,

__Zl_j_:_:___________________:___________:_____:___________:_____::________________________________:__:::—_________________:__:______:__:j__________

over the $2.44 billion reported in the prior year. As noted above, operating revenues
at the MGM Grand properties declined by 8% versus their results from 2000, while
increased energy costs and intensified competitive conditions, particularly with
respect to the Primm Valley Resorts, led to increased expenses. Additionally,

expenses included the charges related to the September 11 attacks referred to earlier.

The 2001 results include the restructuring costs and write-downs and impairments
previously discussed. During the year ended December 31, 2000, management
implemented comprehensive restructuring plans designed to reduce costs and
improve efficiencies within the Company. The implementation of these plans
resulted in a charge against earnings totaling $24 million, primarily related to
consolidation of certain general and administrative functions at New York-New
York and MGM Grand Las Vegas, various contract terminations and staffing reduc-
tions, the buyout of various leases and other related items. Approximately 195
people were affected by the reductions, primarily at our operating resorts
(excluding the Mirage properties) relating to duplicative functions within

marketing, entertainment, retail, information systems and human resources.

During June 2000, we recognized a charge against earnings of $102 million for
write-downs and impairments. Approximately $49 million of the charge related to
projects previously under development which management, in June 2000, deter-
mined not to pursue, driven by changes in strategy resulting from the acquisition of
Mirage. Significant elements of this charge were: (1) a write-down to fair value
(based on recent comparable market sales) of land on the Atlantic City Boardwalk
($26 million), which was reclassified as held for sale; (2) a write-down to fair value,
based on solicited offers, of a golf course under development ($9 million) that was
subsequently sold in the fourth quarter of 2000; and (3) a write-off of costs previously
incurred for the development of a hotel tower at MGM Grand Las Vegas ($14 million).
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDBITION AND RESULTS OF OPERATIONS

Valley Resorts, the completion of the Mirage Events Center, the acquisition of the
building housing MGM Grand Detroit, the acquisition of a new corporate aircraft
and pre-construction activities, including capitalized interest, associated with

ongoing development projects.

We spent $336 million on capital expenditures in 2000, including expenditures
related to general property improvements at our resorts, including the room refur-
bishment program at MGM Grand Las Vegas. Other capital expenditures included
the acquisition of land by MGM Grand Detroit and other land acquisitions and
pre-construction activities, including capitalized interest, associated with ongoing

development projects.

In 2002, we contributed $44 million to the Monte Carlo joint venture in connec-
tion with the joint venture’s retirement of the final $87 million of its outstanding
debt. Also in 2002, we made $37 million of capital contributions to Borgata, a
limited liability company owned 50-50 with Boyd Gaming Corporation. Boyd is
overseeing the construction of the 2,000-room hotel-casino resort on a 27-acre
portion of the Renaissance Pointe site, and will operate the resort upon completion.
Construction is expected to be completed in the summer of 2003 at a total esti-
mated cost, including land, of approximately $1.06 billion. In December 2000, we
contributed the 27 acres of land and Boyd contributed $90 million in cash to the
venture, and the venture obtained a $630 million secured bank credit facility, which
is non-recourse to MGM MIRAGE, to fund the project costs. We and Boyd are
each required to contribute up to an additional $134 million in cash to the venture
and Boyd is required to contribute any additional cash necessary to fund project
costs in excess of the agreed project budget. As of December 31, 2002, each partner
had made $92 million of such additional cash contributions to the venture,

including contributions made by Mirage prior to the acquisition.

___:______________________________________:___:_______:____j__________:_____]_____.__:__________:_________________________:_______________________::_______

As required by our agreement with Boyd, we have designed and are developing the
common roads, landscaping and other master plan improvements for the entire
Renaissance Pointe site. As part of the agreement with the City, we are required to
remediate environmental contamination at the site, which was a municipal landfill
for many years. A substantial portion of the remediation work has been completed.
On October 16, 2002, we announced the suspension of our development activities
on our wholly-owned project on the Renaissance Pointe land in Atantic City. In
connection with that announcement, we stopped capitalizing interest associated
with the project.

On May 31, 2000, we completed the Mirage acquisition whereby Mirage share-
holders received $21 per share in cash. Funds needed to complete the acquisition
were approximately $6.2 billion. These funds were used for payments to Mirage
shareholders and holders of Mirage stock options, refinancing of certain indebted-
ness of Mirage and MGM Grand, and payment of fees and expenses in connection
with the Mirage acquisition. In order to fund the Mirage acquisition, we borrowed
$4.21 billion under our senior credit facilities, completed the private placement of
46.5 million shares of our common stock for a total purchase price of approxi-
mately $1.23 billion, issued $710 million of senior subordinated notes and used

cash on hand to fund the remaining balance.

Financing Cash Flows

Cash flows used in financing activities were $454 million in 2002, compared to
$463 million used in financing activities in 2001 and $4.8 billion provided by
financing activities in 2000. During 2002, we repaid $270 million of bank
debt, compared to $820 million of repayments in 2001 and $2.2 billion of net
borrowings in 2000.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

_:4_:_::______:_________:__:_____:_.__________:ﬂj‘_____________________j_:___I_I_\_______________:_::j:__________:________—____:_I____:________________:

The revised development agreement contemplates that our permanent casino
facility will open by January 2006. We are currently in the process of obtaining land
and developing plans for the permanent facility, and currently expect the project to
cost approximately $575 million (including land, capitalized interest and
preopening expenses, but excluding approximately $115 million of payments to the
City under the revised development agreement). The design, budget and schedule
of the permanent facility are at an carly stage, and the ultimate timing, cost and

scope of the facility is subject to risks attendant to large-scale projects.

The ability to construct the permanent casino facility is currently subject to resolu-
tion of certain litigation. In January 2002, the 6th Circuit Court of Appeals ruled
that the ordinance governing the casino developer selection process in Detroit
violated the First Amendment to the United States Constitution, because of prefer-
ence given to certain bidders. Our operating subsidiary did not receive preference in
the selection process. The 6th Circuit Court remanded the case to the Federal
District Court, which rejected the plaintiff’s request for a re-bidding process and
determined that the only suitable remedy to the plaintiff was declaring the ordi-
nance unconstitutional. The plaintiff has appealed, and the 6th Circuit Court has
issued an injunction, pending appeal, prohibiting the City and the developers from

commencing construction pending further action of the 6th Circuit Court.

In October 2002, we announced an agreement with International Game Technology
(“IGT”) to install IGT’s EZ-Pay™ cashless gaming system in approximately 18,000 of
our slot machines across our resorts. The project has an estimated cost of $84 million,
including the cost of new machines and the cost of modifying existing machines,
and will be completed by mid-2003. Management believes the project will enhance

both the customer experience and the revenue potential of our slot machines.

We announced in July 2002 our intention to expand our Bellagio resort. As

presently contemplated, the expansion will consist of a 928-room Spa Tower, new
restaurant and retail amenities, expansion of the existing spa and salon facilities, and
additional meeting room space. Estimated cost of the expansion is $375 million,
including preopening and start-up expenses and capitalized interest, and we expect

to complete the project in late 2004.

We expect to finance operations, capital expenditures and existing debt obligations
through cash flow from operations, cash on hand, bank credit facilities and,
depending on market conditions, public offerings of securities under the shelf regis-

tration statement.

OFF BALANCE SHEET ARRANGEMENTS AND CONTRACTUAL OBLIGATIONS

Our off balance sheet arrangements consist primarily of joint venture arrangements
and other investments in unconsolidated affiliates, which currently consist of our
investments in Monte Carlo and Borgata. We have not entered into any transac-
tions with special purpose entities, nor have we engaged in any derivative
transactions other than straightforward interest rate swaps. Our joint venture and
unconsolidated affiliate investments allow us to realize the benefits of owning a full-
scale resort in a manner that minimizes our initial investment. We have not
guaranteed financing obtained by the ventures, nor are there any other provisions of
the venture agreements which are unusual or subject us to risks we would not be

subjected to if we had full ownership of the resort.

At December 31, 2002, the Company had outstanding letters of credit totaling $85
million, of which $50 million support the bonds issued by the Economic
Development Corporation of the City of Detroit for which we are obligated, and
which are included in the Detroit development obligations. This obligation was
undertaken to secure our right to develop a permanent casino in Detroit. A $25

million letter of credit supports our requirement to make additional equity
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notices, personal contacts, the use of outside collection agencies and civil litigation.

Markers are generally legally enforceable instruments in the United States. At
December 31, 2002 and 2001, approximately 57% and 53%, respectively, of our
casino accounts receivable was owed by customers from the United States. Markers are
not legally enforceable instruments in some foreign countries, but the United States
assets of foreign customers may be reached to satisfy judgments entered in the United
States. A significant portion of our casino accounts receivable is owed by casino
customers from the Far East. At December 31, 2002 and 2001, approximately 28%

and 31%, respectively, of our casino accounts receivable was owed by such customers.

‘We maintain an allowance, or reserve, for doubtful casino accounts at all of our
operating casino resorts. The provision for doubtful accounts, an operating expense,
increases the allowance for doubtful accounts. We regularly evaluate the allowance
for doubtful casino accounts. At resorts where marker play is not significant, the
allowance is generally established by applying standard reserve percentages to aged
account balances. At resorts where marker play is significant, we apply standard
reserve percentages to aged account balances under a specified dollar amount and
specifically analyze the collectibility of each account with a balance over the specified
dollar amount, based on the customer’s financial condition, collection history and
any other known information. We also monitor regional and global economic condi-

tions and forecasts to determine if reserve levels are adequate.

The collectibility of unpaid markers is affected by a number of factors, including
changes in currency exchange rates and economic conditions in the customer’s home
countries. Because individual customer account balances can be significant, the
allowance and the provision can change significantly between periods, as information

about a certain customer becomes known or as changes in a region’s economy occur.

The following table shows key statistics related to our casino receivables at
December 31, 2002 and 2001:

Levevn sy baagaa e Lagoa v Lasn v e o dos s laaagaasa s bar g s s

At December 31 (In ﬁzo:mm:awv 2002 2001
Casino accounts receivable . . ... ... ... ... ... .. ... .. $166,612 $189,434
Allowance for doubtful casino accounts receivable .. ........... 85,504 98,648

Allowance for doubtful casino accounts as a

percentage of casino accounts receivable. ... ... ... ... .. 51% 52%
Median age of casino accounts receivable. . ........... ... ... 50 days 84 days
Percentage of casino accounts receivable

outstandingover 180days . .. ....... .. ... ... . ... 27% 30%

The allowance percentage increased after the attacks of September 11, due to the
effect of the attacks on our customers’ traveling patterns and global economic
conditions. We experienced better than anticipated receivable collections on certain
customer accounts during 2002, which resulted in a reversal of previously recorded
bad debrt provision in the third quarter of 2002. Even after this reversal, our
percentage of accounts estimated to be uncollectible remains consistent with levels

we consider appropriate given current global economic conditions.

At December 31, 2002, a 100 basis-point change in the allowance for doubtful
accounts as a percentage of casino accounts receivable would change net income by

$2 million, or $0.01 per share.

Fixed asset capitaiization and depreciation policies

Property and equipment are stated at cost. Maintenance and repairs that neither
materially add to the value of the property nor appreciably prolong its life are
charged to expense as incurred. Depreciation and amortization are provided on a

straight-line basis over the estimated useful lives of the assets. We account for
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management decides that an asset will be sold, it is more likely that an impairment
may be recognized. Assets must be tested at the lowest level for which identifiable
cash flows exist. This means that some assets must be grouped, and management has
some discretion in the grouping of assets. Future cash flow estimates are, by their

nature, subjective and actual results may differ materially from our estimates.

On a quarterly basis, we review our major fixed assets to determine if events have
occurred or circumstances exist that indicate a potential impairment. We estimate
future cash flows using our internal budgets. When appropriate, we discount future
cash flows using our weighted-average cost of capital, developed using a standard

capital asset pricing model. Whenever an impairment loss is recorded, or a test for

impairment is made, we discuss the facts and circumstances with the audit committee.

See “Results of Operations” for discussion of write-downs and impairments
recorded in 2000, 2001 and 2002. In October 2002, we announced that we are
temporarily suspending our development activities on our wholly-owned project on
the Renaissance Pointe land in Adantic City. In connection therewith, we reviewed
the land for potential impairment, and determined no impairment was indicated.
Other than these items, we are not aware of events or circumstances that would

cause us to review any material long-lived assets for impairment.

Income taxes

We are subject to income taxes in the United States, and in several states and foreign
jurisdictions in which we operate. We account for income taxes according to Statement
of Financial Accounting Standards No. 109, “Accounting for Income Taxes™ (“SFAS
1097). SFAS 109 requires the recognition of deferred tax assets, net of applicable
reserves, related to net operating loss carryforwards and certain temporary differences.
The standard requires recognition of a future tax benefit to the extent that realization

of such benefit is more likely than not. Otherwise, a valuation allowance is applied.

At December 31, 2002, we had $143 million of deferred tax assets and $1.8 billion
of deferred tax liabilities. Except for certain New Jersey state net operating losses
and certain other New Jerscy state deferred tax assets, we believe that it is more
likely than not that our deferred tax assets are fully realizable because of the future
reversal of existing taxable temporary differences and future projected raxable
income. The valuation allowance at December 31, 2002 related to the New Jersey

deferred tax assets was $7 million.

Our income tax returns are subject to examination by the Internal Revenue Service
(“IRS”) and other tax authorities. We regularly assess the potential outcomes of
these examinations in determining the adequacy of our provision for income taxes
and our income tax liabilities. Inherent on our determinarion of any necessary
reserves are assumptions based on past experiences and judgments about potential
actions by taxing authorities. Our estimate of the potential outcome for any uncer-
tain tax issue is highly judgmental. We believe we have adequately provided for any

reasonable and foreseeable outcome related to uncertain tax marters.

When actual results of tax examinations differ from our estimates, we adjust the
income tax provision in the period in which the examination issues are settled. In
December 2002, we settled the IRS audit of the Company’s 1995 and 1996 tax
returns, which did not result in a material impact on our results of operations or
financial position. The tax returns for years after 1996 are still under examinarion

or are subject to possible future examination.

The Company acquired Mirage on May 31, 2000. The respective deferred tax assets
and liabilities of Mirage Resorts have been consolidated with the MGM MIRAGE
deferred balances. The tax returns of Mirage Resorts for the years 1995 through the
date of the acquisition are currently under examination by the IRS. Any future
adjustments to Mirage’s acquired tax reserves will be recorded as an adjustment to

goodwill recognized in the acquisition.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

_________::______:_________________;______J::_________:_____Z;___________________;____________________________________.______________:_:___________:___j

We will adopt SFAS 146 beginning January 1, 2003. We do not believe the
adoption of this statement will have a material impact on our results of operations
or financial position. The time between our commitment to an exit or disposal plan

and when costs are actually incurred is typically short.

Guarantee Obligations

In November 2002, the Financial Accounting Standards Board issued its
Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of Others” (“FIN 457).
FIN 45 requires that future guarantee obligations be recognized as liabilities at
inception of the guarantee contract. It also increases the disclosures required for

current and future guarantee obligations.

We have included the disclosures required by FIN 45 in the accompanying notes to
consolidated financial statements. We will adopt the initial recognition provisions of
FIN 45 to guarantees entered into after December 31, 2002. We do not believe the
adoption of this interpretation will have a material impact on our results of opera-

tion or financial position.

Stock-based Compensation

In December 2002, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards No. 148, “Accounting for Stock-Based
Compensation—Transition and Disclosure” (“SFAS 148”). SFAS 148 increases the
disclosure requirements for companies which do not voluntarily adopt the fair value
based accounting for employee stock compensation prescribed in Statement of
Financial Accounting Standards No. 123, “Accounting for Stock-Based
Compensation” (“SFAS 123”) on a retroactive basis. SFAS 148 also requires compa-

nies to present the pro forma disclosures in interim financial statements.

We have included the annual disclosures required by SFAS 148 in the accompa-
nying notes to consolidated financial statements, and will present the required

interim disclosures commencing with our financial statements for the quarter
ending March 31, 2003.

MARKET RISK

Marker risk is the risk of loss arising from adverse changes in market rates and
prices, such as interest rates, foreign currency exchange rates and commodity prices.
Our primary exposure to market risk is interest rate risk associated with our long-
term debt. We attempt to limit our exposure to interest rate risk by managing the
mix of our long-term fixed rate borrowings and short-term borrowings under our
bank credit facilities and commercial paper program. At December 31, 2002, long-
term fixed rate borrowings represented approximately 63% of our total borrowings.
Assuming a 100 basis-point change in LIBOR, the primary index on which our
floating rate debt is based, our annual interest cost would change by approximately
$20 million.

In 2001, we entered into several interest rate swap mmnnaanl? designated as fair
value hedges, which effectively converted a portion of our fixed rate debt to floating
rate debt. In the second quarter of 2002, we terminated all remaining interest rate
swaps, which at the time covered $650 million of our fixed rate debt. We received
net payments rotaling $11 million during 2001 and 2002 upon the termination of
interest rate swaps agreements. These amounts have been added to the carrying
value of the related debt obligations and are being amortized and recorded as a

reduction of interest expense over the remaining life of that debt.



£00Z ‘gz Aenigad si siep
9y} yolym 0} se ‘g1 20N
104 1da2xa '€00zZ ‘gz Aenuer
epeAaN ‘sedap sen
4717 3HONOL ® 31110730

“EDIIAWNY JO SATBIS PaIIu() SY1 ut paadaooe Aperausd sapdound
Sununoooe Yam ATwIojuod ut ‘gz ‘1€ QU3 PIpUd potrad oy ur s1eak 92110 3y JO YorS 10§ SMO[J YSED IO pUE suorre1ado 112y Jo s)Nsa1 ) PUE ‘1007 PUE 00T

‘1€ Iaquiada(] jO St saLEIpIsqns pue JOVYIIN WO Jo uonisod [eueUy oY ‘s300dsa1 [elIa1RW [[E UL “Arrey Juasald SIUSWISIEIS [EIDUBUY PAIEPIJOSUOD YoNs ‘uoruido 1o uy

.COMGMQO INo 10} siseq uﬁﬂdﬁogvu 14 UﬂuTthﬁ— sarpne 1no eyl U>Q:0£ IM .ComumuCDmuu& JUSUINELS [EIDUEULY :wuv>0 213 wcmuwﬁ_dxwu Se
[[om sE JGDEUMNCNE %n_ JpPEW S31EUWINSI quUG_Cwmm ﬂ.ﬁw ﬁvums mw—&mucm‘-& wcmuGﬂOUUN ELE) wﬁmwwummw sopnpul Os[e Jipne uy ‘SiuowIalels ﬂﬁmucmﬁﬁ wﬂ—u ul wu‘—:mO_Um_—U PuUE siunoure 2yl
wC_qu&n—Bw NUIPIA nmdwmﬂ 31S21 B UO .w:mEmEwa sepnpuripne uy “JUWIAIEISSTW —.NMHUHNE .wO Uw.@ AJE SIUAUWISIEIS [EIDUEULY 13 Iylaym mnoqe sd>uEINSse D—LNCO%NDH EMNHLO 01 yipne

oy wioysad pue ue[d om Jey3 21nbal sprepuEls 350Y |, "EDUAUIY JO SI1BIG PANU[) I3 Ul paadaooe Ajjerousd sprepueis Junipne yiim DUEPICOIE UL SIPNE INO PAIINPUOD I\
*SIPNE INO UO P3SE] SIUSWIATEIS [EDUEUY 31 UO uotuido ue ss21dx3 03 81 b:Eico&mE mQ wawadeuews s Aueduror) sy jo Anpiqisuodsar sy a1 s1UDWIAIEIS [EDUEUY
3$9Y |, "Z00T ‘1€ 12quadd(] papud porrad oy Ul s1eak 32111 Y3 JO e 10) SMOYJ Ysed pue 4nnbo SISP[OYID0IS “OUIOOUI JO SIUSIIIEIS PIIEPI[OSUOD Pate[d] Y PUE ‘[T PUE

2007 ‘1€ 12quana(] jo se ( Auedwony | ay1) sarrerpisqns pue (uonerodiod S1eMeR(] B) IOVYIIN WO JO $193Ys 20ue[eq paIepljosuod Suifueduiosoe o1y panipne aaeY 34

JOVHIIN INDIN $0 SISP|OYXD01S pue si0jdadiq JO pieog a8y} 0l

1¥0d43Y S, HOLIANY INIANIdIANI

oo oot b o heo o bocooa boeo b ccoadocsed bocco beoroe booco oo oed e b

L¥043Y8 S.H0LIgNY LN3IAN3Id3ANI




CONSOLIDATED BALANCE SHEEYS

TTTT :_:_

T :L______________;_____:______:___:_____:::_:______:__:;:jq______________:____::_

__:_______________:_:

At December 31 (In thousands, except share amounts) 2002 2001
ASSETS ] ]

Current assets 3 3
Cash and Cash BQUIVAIENES . . . o e $ 211,234 $ 208971 3
ACCOUNES TeCRIVADIE, Nt . . o 139,935 ] 144,374
B O IS« . o L e e e 83,582 ] 78,037
INCOME taX TBCRIVADIE . . . . e e — ] 12,077 .
Defermred INCOMIE faXES. . . L 84,348 148,845
Prepaid expenses and Other . ... ... ..o R 86,311 1 69,623 1
TOlal CUIT N S BES. « . . 605,410 661,927
Property and equipment, Net . . . . 8,762,445 8,891,645
Other assets
Investment in unconsolidated affiliates. . . . 710,802 J 632,949 |
Goodwill and other intangible asSets, NEL. .. .. ... ot 256,108 1 139,178 1
Deposits and Other A8Sets, MBt. . . . . 170,220 L 171,744
Total OINEr @SSES . . o o 1,137,130 i 943,871 ]

$ 10,504,985 $10,497,443 ]

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities ] 1
ACCOUNES DAYADIE . . . . o $ 69,959 7 $ 75,787 3
InComMe taxXes PaYaDle . . . 637 ] —
Current portion of Iong-term debt . . .. Lo e 6,956 ” 168,079 ]
Accrued interest on IoNg-term debt . . . .. L 80,310 78,938
Other accrued liabiliti ’ 592,206 7 565,106 E
Total current lia 750,068 | 887,910 1
Deferred INCOME TAXES . . ... ... ... ...ttt 1,769,431 ] 1,746,272 1
Long-term debt . .. .. 5,213,778 ] 5,295,313 E
Other long-term ObIIGAtIONS. . . . . .. ... i 107,564 1 57,248 ]
Commitments and contingencies (Note 10)
Stockholders’ equity ]
Common stock, $.01 par value: authorized 300,000,000 shares, ]
issued 166,393,025 and 163,685,876 shares; outstanding ] ]
154,574,225 and 157,396,176 SNATES . . . . ..o v ot et e e e e e e e 1,664 ] 1637
Capital in excess Of Par Value . . .. 2,125,626 ] 2,049,841 ]
Deferred COMPENSAtION . . . .. o (27,034) —
Treasury stock, at cost (11,818,800 and 6,289,700 Shares) . . .. ... - (317,432) 1 (129,399) ]
RetaiNEd AN ES . . . . o 890,206 1 597,771 1
Other COMPIENENSIVE l0SS . . . . e (8,886) (9,150) ]
Total StoCKNOIdErS BQUILY . . . o 2,664,144 b 2,510,700
$.10,504,985 ] $10497,443 ]

The accompanying noles are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

________:_______________:_______:_:_____:__:__________________________________:_____:_:___________ _____________________:____________________________Z__ﬂ
Year Ended December 31 (in thousands) 2002 2001 2000
Cash flows from operating activities ] 1

N OO . . . o o e e $ 292435 $ 169815 | $ 160,744 B
Adjustments to reconcile net income to net cash provided by operating activities: ] h b
Depreciation and amortization . . . . ... 398,623 390,726 293,181
Amortization of debt discount and 1SSUANCE COSES. . . . ... e 28,527 30,505 1 31,257 ]
Provision for doubtful accounts 28,352 | 71,244 ] 42,016 B

Loss on early retirements of debt 504 1,197 1 8,399 h
Write-downs and impairments 14,712 47,955 102,225
Income from unconsolidated affiliate {(31,765) (34,446) 1 (20,025) 1
Distributions from unconsolidated affi 37,000 ] 36,000 ] 24,000
Deferred incometaxes . ... ... ... ... ... ... ... .. 90,852 1 65,619 35,595 b

Tax benefit from stock option exer 18,050 2,137 ] 6,947
Changes in assets and liabilities (net of acquisitions): 1 1
ACCOUNES TECBIVADIE. . . . o e (24,107} | 23,726 1 (67,281} |
IVEIMOTIES . . . (5,685) | 7,464 4293

Income taxes receivable and payable. . . .. ... .. 12,714 ] (8,512} 3 71,754

Prepaid expenses and other . . .. ) (16,142) ] 1,070 (2,731) 1
Accounts payable and accrued lia (18,863) ] (5,528) ] 122,905 3

L0137 PN 2,751 1 (3,089) 1 (22,294) ]

Net cash provided by operating activities . .. .. ... ... 827,958 1 795,883 ] 800,985 ]

Cash flows from investing activities 3 ] ]
Purchases of property and equipment. ..................... (300,039) (327,936) ] (336,499)
Acquisition of Mirage Resorts, Incorporated, net of cash acquired — ] — ] (5,315,466) ]
Dispositions of property and eQUIDMENT . . . . .. e e 20,340 | 26,840 ] 150,172
Investments in unconsolidated affliates. . . . . . .. i (80,314) ] (38,250} 1 —_— ]
Change in conStruCtion Payable . . ... .. . e e e e 6,313 3,368 |J (14,361)
02T (17,510) ] (16,227) ] (17,018) ]
Net cash used in INVESHING aCHIVILIES . . . . . ..o it e e e e e e (371,210) 1 (352,205) 1 (5,533,172)

Cash flows from financing activities E 1 |
Net borrowing (repayment) under bank credit facilities . . ... ... . Ll (270,126) 1 (819,704) ] 2,182,386 ]
Issuance of long-term debt — ] 400,000 ' 1,547,052
Debt issuance costs . . .. (848) 1] (8,529) ] (75,099) 1
Issuance of common stock 45,985 7,837 7 1248214
Purchases of treasury stock (207,590) 1 (45,716) 1 (52,579) p
Cash dIVIBENd PAI . - . ..o oo — — (11,341}

(0] 12T=Y SO P (21,906) 3 3,437 — y
Net cash provided by (used in) finanNCING aCHIVILIES . . . .. . ..t e e e e (454,485) 1 (462,675) 1 4838633 1

Cash and cash equivalents
Net increase (decrease) for the year . . .. ... .. 2,263 7 (18,997) 1 106,446 ]
Balance, beginning Of YEAI . . .. . .. . L. 208,971 227,968 1 121,522
Balance, eNd Of YEar. . . . .o o $ 211,234 ] $ 208971 ] $ 227968 ]
Supplemental cash flow disclosures E p ]
Interest paid, net of amounts capitalized $ 266,071 | $ 317,773 1 $ 200716
State and federal iINCOME taXes PAId . . . . .. o oot 44,579 19,342 30,537 ]
Non-cash investing and financing transactions ] ] ]
Acquisition of Detroit development rights. . . . ... . $ 115,055 $ - $ — 7

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — ORGANIZATION

MGM MIRAGE (the “Company”) is a Delaware corporation, incorporated on
January 29, 1986. As of December 31, 2002, approximately 53% of the outstanding
shares of the Company’s common stock were owned by Tracinda Corporation, a
Nevada corporation wholly owned by Kirk Kerkorian. MGM MIRAGE acts largely as
a holding company and, through wholly-owned subsidiaries, operates hotel, casino
and entertainment resorts. The Company increased its holdings substantially on May
31, 2000, with the completion of the acquisition (the “Mirage Acquisition”) of
Mirage Resorts, Incorporated (“Mirage”) (see Note 3).

The Company owns and opetates the following hotel, casino and entertainment
resorts on the Las Vegas Strip in Las Vegas, Nevada: Bellagio, MGM Grand Hotel
and Casino — Las Vegas, The Mirage, Treasure Island, New York-New York and the
Boardwalk Hotel and Casino. The Company also owns a 50% interest in the joint
venture that owns and operates the Monte Carlo Resort & Casino, located on the

Las Vegas Strip.

The Company owns the following resorts in other areas of Nevada: Golden Nugget
— Las Vegas, in downtown Las Vegas; Golden Nugget — Laughlin, in Laughlin,
Nevada; and three resorts in Primm, Nevada at the California/Nevada state line —
Whiskey Pete’s, Buffalo Bill's and the Primm Valley Resort — as well as two champi-
onship golf courses located near the resorts. The Company also owns Shadow
Creek, an exclusive world-class golf course located approximately ten miles north of

its Las Vegas Strip properties.

The Company, through its wholly owned subsidiary, MGM Grand Detroit, Inc.,
and its local partners formed MGM Grand Detroit, LLC, to develop a hotel, casino
and entertainment complex in Detroit, Michigan. On July 29, 1999, MGM Grand
Detroit, LLC commenced gaming operations in an interim facility located directly
off of the John C. Lodge Expressway in downtown Detroit. See Note 10 for discus-
sion of the revised development agreement with the City of Detroit.

____________________________:_____::___:___*_________:__________:_I_A_:___________:_________:______:____:___;\_________:________________:_____:______:___

The Company also owns and operates Beau Rivage, a beachfront resort located in
Biloxi, Mississippi, and MGM Grand Hotel and Casino in Darwin, Australia.

A limited liabilicy company owned 50-50 with Boyd Gaming Corporation is devel-
oping Borgata, a hotel and casino resort on 27 acres at Renaissance Pointe, locared
in the Marina area of Adlantic City, New Jersey. The Company also owns approxi-
mately 95 developable acres adjacent to Borgata, of which 75 acres are available for
future development and 20 acres are for common landscaping and roadways on
Renaissance Pointe.

In the second quarter of 2002, the Company received proceeds of $11 million on
termination of management agreements covering four casinos in the Republic of
South Africa. Prior to the termination, the Company managed three permanent
casinos and one intetim casino and received management fees from its partner,
Tsogo Sun Gaming & Entertainment. The termination fee was recorded as part of
entertainment, retail and other revenues in the accompanying consolidated state-

ments of income.

PLAYMGMMIRAGE.com is the Company’s online gaming website based in the
Isle of Man, an independently governed British Crown dependency located in the
Irish Sea off the coast of Great Britain. PLAYMGMMIRAGE.com became opera-
tional on September 26, 2002 and initially was not actively marketed. As of
December 31, 2002, the operation was in the start-up phase. Because of the current
state of the laws concerning Internet wagering, PLAYMGMMIRAGE.com does not

accept wagets [rom the United States and many other jurisdictions.

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES AND BASIS QF PRESENTATION
Principles of consolidation. The consolidated financial statements include the accounts
of the Company and its subsidiaries. Investments in unconsolidated affiliates which
are 50% or less owned are accounted for under the equity method. All significant

intercompany balances and transactions have been eliminated in consolidation. The
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value, with fair value typically based on a discounted cash flow model. If an asset is

still under development, future cash flows include remaining construction costs.

For discussion of recognized impairment losses, see Note 15. In October 2002, we
announced the suspension of our development activities on our wholly-owned
project on the Renaissance Pointe land in Atlantic City. In connection therewith,
we reviewed the land for potential impairment, and determined that no impairment

was indicated.

Capitalized interest. The interest cost associated with major development and
construction projects is capitalized and included in the cost of the project. When no
debt is incurred specifically for a project, interest is capitalized on amounts expended
on the project using the weighted-average cost of the Company’s outstanding
borrowings. Capitalization of interest ceases when the project is substantially

complete or development activity is suspended for more than a brief period.

Goodwill and other intangible assets. Goodwill represents the excess of purchase price
over fair market value of net assets acquired in business combinations. The
Company’s total goodwill at December 31, 2002 was $106 million, of which $26
million relates to the 1995 acquisition of MGM Grand Australia and $80 million
relates to goodwill assigned to Bellagio, The Mirage, Treasure Island, and Golden
Nugget — Las Vegas in connection with the Mirage Acquisition. The Company’s
other intangible assets consist primarily of development rights in Detroit (see Note

10) and trademarks, which are indefinite-lived.

Statement of Financial Accounting Standards No. 142, “Goodwill and Other
Intangible Assets” (SFAS142), was issued in June 2001 and adopted by the
Company on January 1, 2002. The statement provides that goodwill and indefi-
nite-lived intangible assets are no longer amortized effective January 1, 2002, but
are instead reviewed for impairment within six months of adoption of the statement

and at least annually thereafter. The Company completed the necessary impairment

reviews in the second and fourth quarters of 2002 and, as a result of the reviews,

did not record any impairment charges.

Amortization of goodwill and indefinite-lived intangible assets totaled $3 million and
$2 million for the years ended December 31, 2001 and 2000, respectively. Had SFAS

142 been in effect in these periods, the Company’s results would have been as follows:

L ba e sa s basva s s boa s b s e bvavsvenen bosnn v bevsn e esna by

December 31 (In thousands, except per share amounts) 2001 2000

As Reported Adjusted  As Reported Adjusted
Income before extraordinary item ... . .. $170,593 $173,262 $ 166,160 $ 167,738
Netincome ......... ... ... ... .. ... 169,815 172,484 160,744 162,322
Basic earnings per share .............. $ 1.07 $ 1.09 $ 1.11 $ 1.12
Diluted earnings per share ............. 1.06 1.07 1.09 1.10

Revenue recognition and promotional allowances. Casino revenue is the aggregate net
difference between gaming wins and losses, with liabilities recognized for funds
deposited by customers before gaming play occurs (“casino front money”) and
for chips in the customers’ possession (“outstanding chip liability”). Casino
revenues are recognized net of certain sales incentives in accordance with the
Emerging Issues Task Force (“EITF”) consensus on Issue 01-9, “Accounting for
Consideration Given by a Vendor to a Customer (Including a Reseller of the
Vendor’s Products).” The consensus in EITF 01-9 includes guidance from two
previous EITF issues related to the income statement classification of certain
sales incentives and point-based loyalty programs which affect our policy for

recording gaming revenues.

First, sales incentives must be recorded as a reduction of revenue. The Company’s
existing policy related to rooms, food and beverage, and other non-casino revenues
has always been consistent with this guidance. The Company adopted the previous
EITF guidance in the first quarter of 2001 as it related to incentives to induce casino

play, which were previously classified as operating expenses. Casino incentives of
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Certain Transactions involving Stock Compensation, an interpretation of APB
Opinion No. 257, and discloses supplemental information in accordance with
Statement of Financial Accounting Standards No. 123, “Accounting for Stock-Based
Compensation” (“SFAS 123”), as amended by Statement of Financial Accounting
Standards No. 148, “Accounting for Stock-Based Compensation ~ Transition and
Disclosure” (“SFAS 148”). The Company does not incur compensation expense for
employee stock options when the exercise price is at least 100% of the market value
of the Company’s common stock on the date of grant. For disclosure purposes,
employee stock options are measured at fair value, compensation is assumed to be
amortized over the vesting periods of the options, and pro forma results are disclosed
as if the Company had applied SFAS 123. See Note 12 for the pro forma disclosures.

Currency translation. The Company accounts for currency translation in accordance
with Statement of Financial Accounting Standards No. 52, “Foreign Currency
Translation.” Balance sheet accounts are translated at the exchange rate in effect at
each balance sheet date. Income statement accounts are translated at the average rate
of exchange prevailing during the period. Translation adjustments resulting from this

process are charged or credited to other comprehensive income (loss).

Comprehensive income. Comprehensive income includes net income and all other
non-stockholder changes in equity, or other comprehensive income. Elements of the
Company’s other comprehensive income are reported in the accompanying consoli-
dated statement of stockholders’ equity, and the cumulative balance of these

elements consisted of the following:

IR ERREEE SRR AR PN TN ETE ST PN EEEETE T T TeTE PETTTTETETY U TN W)

At December 31 (In thousands) 2002 2001
Foreign currency translation adjustments .. ................. $ (1,281) $ (7,366)
Derivative loss from unconsolidated affiliate . .. .............. (7,605) (1,784)

$ (8,886) $ (9,150)

Rectassifications. The consolidated financial statements for prior years reflect certain
reclassifications, which have no effect on previously reported net income, to

conform to the current year presentation.

NOTE 3 — ACQUISITIONS

On May 31, 2000, the Company completed the Mirage Acquisition whereby
Mirage shareholders received $21 per share in cash. The acquisition had a total
equity value of approximately $4.4 billion. In addition, the Company assumed
approximately $2.0 billion of Mirage’s outstanding debt, of which approximately
$1.0 billion was refinanced and $950 million remains outstanding. The transaction
was accounted for as a purchase and, accordingly, the purchase price was allocated
to the underlying assets acquired and liabilities assumed based upon their estimated
fair values at the date of the acquisition. The estimated fair value of assets acquired
and liabilities assumed (net of the debrt refinanced at the time of the acquisition)
were $8.0 billion and $2.7 billion, respectively. The operating results for Mirage are

included in the consolidated statements of income from the date of acquisition.

On March 1, 1999, the Company completed the Primadonna Acquisition for
approximately 19 million shares of the Company’s common stock valued at approx-
imately $244 million plus the assumption of debt totaling $315 million.
Primadonna shareholders received .66 share of the Company’s common stock for
every Primadonna share held. The transaction was accounted for as a purchase and,
accordingly, the purchase price was allocated to the underlying assets acquired and
liabilities assumed based upon their estimated fair values at the date of the acquisi-
tion. The estimated fair value of assets acquired and liabilities assumed were $742
million and $498 million, respectively. The operating results for Primadonna are

included in the consolidated statements of income from the date of acquisition.
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NOTE 6 — INVESTMENTS N UNCONSOLIDATED AFFILIATES

The Company has investments in unconsolidated affiliates accounted for under the
equity method. Under the equity method, carrying value is adjusted by the
Company’s share of earnings, losses, capital contributions and distributions of these
companies. The Company’s investments in unconsolidated affiliates were recorded
at their estimated fair value at the date of the Mirage Acquisition, which value
exceeded the Company’s share of the net assets of the unconsolidated affiliates by
approximately $361 million. Substantially all of this difference relates to the excess

of the fair value of land owned by the affiliates over its pre-existing carrying value.

The investment balance also includes interest capitalized on the Borgata investment,

which will be amortized over 40 years once Borgata opens. Investments in uncon-

solidated affiliates consist of the following:

(TSR SR TEETE TSR PN TR TS NS NS TR RET Y SU N TR NS DTSR )

At December 31 (In thousands) 2002 2001
Victoria Partners - Monte Carlo (50%) . ................ .. $ 421,483 $ 383,218
Marina District Development Company — Borgata (50%) . .. .. 289,319 249,731

$ 710,802 $ 632,949

The Company records its share of the results of operations of the unconsolidated

affiliates as follows:

Vear Ended December 31 (n thowsands) 2002 200l 2000
Income from unconsolidated affiliate . . .. ....... $ 32,361 $ 36816 $ 22,068
Preopening and start-up expenses. .. .......... (7,757) (2,376) (1,544)
Interest expense from unconsolidated attiliate . . . . (596) (2,370) (2,043)
Other nonoperating income (expense) . . ........ {739) 1,456 —

$ 23,269 $ 33,526 $ 18,481

Summarized balance sheet information of the unconsolidated affiliates is as follows:

IS NPT T T T T ST T U NG N ST E T T T U TN TR TN NS SRR FRE RTINS W)

At December 31 (In thousands) 2002 2001
Current assets . . .. .. .. $ 57,033 $ 29,413
Property and other assets, net .. ........ ... ... ... .. ... 1,036,895 628,110
Current liabilities 145,119 153,312
Long-term debt and other liabiliti 331,241 3,224
Equity. ..o 617,568 500,987

Summarized results of operations of the unconsolidated affiliates are as follows:

[N TR ERTE NS NN ST TR PN TE N T P CT ST ST T N e EEe)

Year Ended December 31 (In thousands) 2002 2001 2000
Netrevenues . .................. .. .... $ 250,317 $ 256,586 $ 276,558
Operating expenses, except preopening expenses. . (184,268) (189,738) (198,002)
Preopening and start-up expenses. ... ...... (15,514) (4,899) (3,410)
Operatingincome. . .......... ... .. ..... 50,535 61,949 75,146
Interestexpense. . . ... ... ... (1,212) (4,684) (6,844)
Other nonoperating income (expense) . ... ... (1,336) 3,469 958
Netificome .. ......... . ..... ... ...... $ , 47,987 $ 60,734 $ 69,260

The 2000 results of operation included in the above table represent a full year of
operations for the unconsolidated affiliates. The Company recorded its share of the
unconsolidated affiliates” results of operations beginning June 1, 2000, after the

investments were acquired in the Mirage acquisition.
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Company terminated its MGM Grand Detroit, LLC credit facility, originally due in
2003. The Detroit credit facility had no amounts outstanding at December 31, 2001.
The early termination resulted in an extraordinary loss on eatly retirement of debt
of $0.3 million, net of tax, for the write-off of unamortized debt issuance costs.

On Z.mv\ 5, 2000, the Company’s shelf registration statement, which allows the
Company to issue a total of up to $2.75 billion of debt and equity securities from
time to time in public offerings, was declared effective by the Securities and Exchange
Commission. On May 31, 2000, the Company issued under the shelf registration
statement $710 million of senior subordinated notes, which carry a coupon of
9.75% and are due on June 1, 2007. Proceeds from this offering were used to repay
a portion of the then outstanding borrowings under Mirage's senior credit facility.
On September 15, 2000, the Company issued under the shelf registration statement
$850 million of senior notes, which carry a coupon of 8.50% and are due on
September 15, 2010. On January 23, 2001, the Company issued under the shelf
registration statement $400 million of senior subordinated notes, which carry a
coupon of 8.375% and are due on February 1, 2011. Proceeds from the September
2000 and January 2001 offerings were used to repay a portion of the $1.3 billion
Term Loan. Remaining capacity under the shelf registration statement after issuance
of these notes is $790 million. Any future public offering of securities under the

shelf registration statement will only be made by means of a prospectus supplement.

In connection with the Mirage Acquisition, all of the outstanding Mirage senior
notes and debentures became obligations of the Company. The notes and deben-
tures are in various tranches as follows: (1) $200 million 6.625% senior notes due
February 2005; (2) $250 million 7.25% senior notes due October 2006; (3) $200
million 6.75% senior notes due August 2007; (4) $200 million 6.75% senior notes
due February 2008; and (5) $100 million 7.25% senior debentures due August
2017 (collectively, the “Mirage Notes”). The Mirage Notes as well as the Company’s

other senior notes are pari passu with the Senior Facilities.

The Company and each of its material subsidiaries, including Mirage but excluding
MGM Grand Detroit, LLC and the Company’s foreign subsidiaries, are directly
liable for or unconditionally guarantee the Senior Facilities, the senior notes, the
Mirage Notes and the senior subordinated notes. MGM Grand Detroit, LLC is a
guarantor under the Senior Facilities, but only to the extent that the proceeds of

borrowings under such facilities are made available to MGM Grand Detroit, LLC.

During January 2002, Moody’s Investors Service lowered its rating on the
Company’s senior notes to one level below investment grade (Bal). As a result,
substantially all of the Company’s assets other than assets of its foreign subsidiaries
and certain assets in use at MGM Grand Detroit were pledged as collateral for the
Company’s senior notes (excluding subordinated notes and the $50 million line of
credit) and the $2.0 billion and $800 million (subsequently reduced to $600

million) revolving credit facilities.

The Company’s long-term debt obligations contain certain customary covenants.
The Company’s Senior Facilities contain covenants that require the Company to
maintain certain financial ratios. At December 31, 2002, the Company was required
to maintain a maximum leverage ratio (average debt to EBITDA, as defined) of
5.75:1, decreasing periodically to 4.5:1 by March 2004. The Oo?vw:v\ was also
required to maintain a minimum coverage ratio (EBITDA to interest charges, as
defined) of 2.5:1, increasing to 3.0:1 at March 2004. As of December 31, 2002, the

Company’s leverage and interest coverage ratios were 4.5:1 and 3.6:1, respectively.

The Company attempts to limit its cxposurc to interest rate risk by managing the
mix of its long-term fixed rate borrowings and short-term borrowings under its
bank credit facilities and commercial paper program. During June 2001, the
Company entered into interest rate swap agreements designated as fair value hedges
of its $500 million of fixed rate debt due in 2005. During September and October



.meMBO.COﬂ D—.—u .wO 2Injyeu E.«Uunu.—Oﬁ—m ULH 0}

anp anpea yooq arewrxoidde 01 pawnsse sem sduimorioq Liioey 1pan Jurpuelsino
sAuedwion) sy Jo anjea Irej pa2ewnss 2y 107 PUE Z0OZ ‘1€ 12qUada(] Inoqe

10 uo $3011d 1231eWr paronb Uo paseq sem santMods 1gap orpqnd s Aueduron) atp

JO onjeA JIBJ PAYEWHISA DY I "UOI[[Iq ¢CE JO ANJEA J00Q I SNSIdA ‘UOT[[Iq 9°C$ Ajoreww
-1xoidde sem 1qap wi=i-3uof s Auedwor) ayp Jo onfea Irey parewnsd oy ‘1007 ‘1¢
IaquIada(J 3y “UOI[Iq 7°¢$ JO dN[eA JOO( SU SNSIIA ‘UOT[jIq 9" ¢4 Aprewnxordde sem
7007 ‘1€ 12quada(] 1t 19ap wiai-3uo] s Auedwio) 341 JO SN[ea I¥ej PIIBUINSS YT,

*122ys aoueleq paieprjosuod Jurfuedwoode sy
Ul SANIJIEI] JUILIND WO} PIPN[IXI UG dALY SANI[10E] 11pa1d wirai-Zuof s Auedwo))

a1 1opun sjqe[reae sem A1dedes Juimortoq YoIgm 10§ ¢OOZ Ul SNP s1unouny

veL'oee's ¢
L/8'G it T Wes pasepp dems
(PPLZOT) Tttt Wnoosip 1990
£09'91€"G
CO00GL T e T T Jrp—
TLTOLE v ottt 1002
JGUIOGZ Tttt 9002
GUTIOOE'Z " Tt 5002
GO et 400z
95695 G e €007
(spuBsnoyl u}) 1€ J8quwadaQg SUIPUD SIBBA
LI SANLALAL LIS AL B LR L AL AL AL AL LA I LA AL ELELEL AL BLLRLELLALEL AL BN AL IR LA BRI |

SMO[[O] S 318 (7 ‘¢ 12quIa0a(] JO se 1qap wii-Fuo] s Auedwior) 2y jo sanLNIBH

2007 ‘1€ 12quiada(] 1k s3uimoliog [e101 Jo 94¢9 APrewixordde pauas

-21da1 s3uimorroq 2er paxy s Auedwon) YT 1G3P 1By Jo IJI] FUTUIEWI Y1 1940
asuadxa 152191U1 JO UOTIONPAI E SE PapIodal pue paziirowe Juraq dre pue suonediqo
1GaP pare[d A Jo anjea Juilired 31 01 pappe U2 JABY SIUNOWE 3S3Y | "SIUSW
-2213e deams si jo voneutua sy uodn 7oz pue 100g Suunp uorur 11¢ 3uieion
siuowided 19u paaadar Auedwony ay y, “1qep uni-3uof s Auedwor) a1 jo anjea
Suifires o3 ur saseaap 91e30133e Jurpuodsarzod Yum B1ep 1B I8 S1UdWISE
dems 2181 35059101 Jo anpea I1] ayp Funuasardal uorpiw ¢1¢ papN[OUI 19aYs aoUE[eq
100Z ‘1€ 32quuaa(] Sutduedwodse ayy ut suonedijqo wis-guoy 1Y) 1qap pare[al
a1 Jo anpea Suik1zed 51 01 3udUNSNIpe uMasyjo Ue Yam 229Ys dueeq s Aueduon)
23 uo AIGeI] JO 135SE UE SB PSPIOIAT Sem SIUSWNIISUT Y3 JO IN[eA ITEJ 313 ‘PEIISU]
‘syuawrnusut 3uiSpay ayz jo anfea Irey oy uy sodueyd woly dwodyl 12U vo edun
ou sem 219 “yons sy “drysuones 3uidpay sy u ssoudAndfjaul ou jo uondumsse
ue smof[e yotym © san1anoy Suidpopy pue syuswnnsu] 2aneAld(] 10§ Sununosdy,
‘€1 "ON Sprepuelg SunUNOIOY [BIDUBUL] JO JUSWIRIEIS JOPUN PIMO[[E Poow
Anoltoys, ays Joj payenb siuawoarde dems ayer 15319101 YT "9007 PUR $OOZ U 2Np
1Qap 2181 Paxyy $1 Jo Boljru )¢9 Juiraroo sa8pay anfea Irej st pareudisop SIUSLI

-9213e dems a1ex 1521001 pareuTunay Auedwiony sy ‘g0z jo Ioarenb puooas aya uy

1007 ‘1€ J2quada(] 38 s3uimorioq [e101 Jo o, A[orewrxordde pajuas

-a1dar suimortoq ayex paxy s Auedwory sy ‘stuswzarde asa 03 1032 Juialny 1gop
a1e1 paxiy oy uo anp siuaswAed 1sa193u1 21 01 [enbo syuswiked paaiedar pue YOIIT
(puow-xis 1240 speards panyads uo paseq siusuided spewr Luedurony ays ‘s1uawwaside
952Y1 JO SULIA 3Y) IPPUQ) "Z00T JO 19rrenb Isiy oy ur worpiw OO [ Jo 33pay anjea
areJ & se pareudisap weuaide dems [euonippe ue ol paiajud Luedwol) sy [, "900T
PUE COQOT UT 3NP 1G3p BT PAXIJ JO UOI[IUW (GG Jo saFpay anfea irej se pareudisap
siuswaaiSe mou Aq paoedar pue pareutuia a1om sauswIde dems asoyl ‘10T

coa e b o] o eooeec oo koo brorces beoooebeo oo boenadeocd]boess bercno] beocc]booeo beceorc e nod bo

SINIWILYLS TVIONVNII Q31LVAITOSNOD OL S310N
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NOTE 9 — INCOME TAXES

The Company accounts for income taxes in accordance with Statement of Financial
Accounting Standards No. 109, “Accounting for Income Taxes” (“SFAS 109”).
SFAS 109 requires the recognition of deferred tax assets, net of applicable reserves,
related to net operating loss carryforwards and certain temporary differences. The
standard requires recognition of a future tax benefit to the extent that realization of

such benefit is more likely than not. Otherwise, a valuation allowance is applied.

The income tax provision attributable to income before income taxes and extraordinary

item is as follows:

Lo ool s b e agned e b s v bvvvisivea baa g v laaa i va e by

Year Ended December 31 (In thousands) 2002 2001 2000
Current—federal . .. ... ... ... ... .. .. ... $ 53,853 $ 28,505 $ 26,303
Deferred—federal . ....................... 110,114 69,124 72,322
Provision for federal income taxes. .. ....... 163,967 97,629 98,625
Currenmt—state. . ............. ... ... ..... 6,169 6,156 6,365
Deferred—state. . ........................ (51) 366 421
Provision for state income taxes . .......... 6,118 6,522 6,786
Current—foreign ... ...................... 6,379 3,436 4,325
Deferred—foreign .. ....... .. ... ... .. ... (2,913) (591) T (856)
Provision for foreign income taxes. . ........ 3,466 2,845 3,469

$ 173,551 $ 106,996 $ 108,880

Reconciliation of the federal income tax statutory rate and the Company’s effective

tax rate is as follows:

| TRV PN TR Tl ST T STV T R R ST ST s DTS T E i P

Year Ended December 31 2002 2001 2000
Federal income tax statutory rate .. ......... 35.0% 35.0% 35.0%
State income tax (net of federal benefit) ... ... 0.9 15 1.6
Permanent and otheritems. . .............. 1.3 2.1 3.0

37.2% 38.6% 39.6%

The major tax effected components of the Company’s net deferred tax liability are

as follows:

[T ISR PSR E TS ST TR M TR T ST T eTE P TETE T PO UTTres e
At December 31 (in thousands) 2002 2001

Deferred tax assets—federal and state
Baddebtreserve . .. ... ... ... ... . ... .. $ 44,648 $ 48,492
Taxcreditcarryforwards . . ......... ... ... .. ... . . ... 17,694 57,599
Net operating loss carryforward . . . ... .. ... . ... .. .. 9,575 18,912
Preopening costs . . . ... ... 50,196 67,261
Accruals, reservesandother ... .. .. .. ... ... ... 28,390 27,291
150,503 219,555
Less: Valuation allowance. . ............. ... ... . ... ... (7,073) —
143,430 219,555

Praperty and equipment ... ... ... L (1,698,950) (1,679,080)
Other. ... (131,180) (136,606)
(1,830,130) (1,815,686}

Deferred taxes—foreign .. ... ... ... .. ... .. .. ... ... 1,617 (1,296)
Net deferred tax liability ............... ... ... ... ... $(1,685,083) $ (1,597,427)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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agreement released the Company and the City from certain of their obligations
under the original agreement and significantly changed other provisions of the

original agreement. Under the revised agreement:

- The Company is no longer required to locate the permanent casino facility
along the Detroit River. Rather, the permanent casino is expected to be located

near the existing temporary casino on land to be purchased by the Company.

- The Company will continue to provide letter of credit support for $50 million
of bonds issued by the Economic Development Corporation of the City of
Detroit for land purchases along the Detroit River. The letter of credit will be
drawn on to make interest and principal payments on the bonds, which mature
in 2009.

- The initial required hotel size for the permanent casino was reduced from 800

rooms to 400 rooms.

- The Company can operate the interim casino facility untl the permanent casino
opens (expected by January 2006, subject to delays resulting from the Lac Vieux

litigation). Previously, the interim casino would have closed in January 2003.

The Company has recorded an intangible asset (development rights, deemed to
have an indefinite life) of approximately $115 million in connection with its
payment obligations under the revised development agreement. Payments of $19
million were made through December 31, 2002, assets of $3 million will be trans-
ferred to the City, and the remaining obligations have been classified as either
accrued liabilities ($38 million) or other long-term obligations ($55 million),
depending on the payment date. The long-term obligations include the Company’s
obligation for repayment of the $50 million of bonds described above. In addition
to the above payments, the Company will pay the City 1% of gaming revenues (2%
if annual revenues exceed $400 million) beginning January 1, 2006.

The Company is currently in the process of obtaining land and developing plans for
the permanent casino facility, and currently expects the project to cost approxi-
mately $575 million (including land, capitalized interest and preopening expenses,
but excluding approximately $115 million of payments to the City discussed
above). The design, budget and schedule of the permanent facility are at an early
stage, and the ultimate timing, cost and scope of the project is subject to risks atten-

dant to large-scale projects.

The ability to construct the permanent casino facility is currently subject to resolu-
tion of the Lac Vieux litigation. In January 2002, the 6th Circuit Court of Appeals
ruled that the ordinance governing the casino developer selection process in Detroit
violated the First Amendment to the United States Constitution, because of prefer-
ence given to certain bidders. The Company’s operating subsidiary did not receive
preference in the selection process. The 6th Circuit Court remanded the case to the
Federal District Court, which rejected the plaintiff’s request for a re-bidding process
and determined that the only suitable remedy to the plaintiff was declaring the
ordinance unconstitutional. The plaintiff has appealed, and the 6th Circuit Court
has issued an injunction, pending appeal, prohibiting the City and the developers

from commencing construction pending further action of the 6th Circuit Court.

Borgata. The Company contributed 27 acres of land for its ownership interest in
Borgata. Boyd Gaming Corporation contributed $90 million of cash. Borgata
obtained a $630 million secured bank credit facility, which is non-recourse to the
Company. Each party is required to contribute an additional $134 million in cash
to the venture to fund the project. As of December 31, 2002, each party had made
$92 million of such contributions, including contributions made by Mirage before

the Mirage Acquisition.

Guarantees. The Company is party to various guarantee contracts in the normal
course of business, which are generally supported by letters of credit issued by finan-

cial institutions. The Company’s Senior Facilities limit the amount of letters of credit
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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issuance of options equal in number to 90% of the options surrendered. The Options Outstanding Options Exercisable
replacement options were to be granted no earlier than 6 months and one day after Weighted
the options were surrendered, at an exercise price equal to the market price of the Number mmp,%ﬂmm EMMMM Number EM“MWMMM
Company’s common stock on the date the replacement options were granted. In Outstanding ~ Contractual ~ Exercise Exercisable Exercise
connection with the November 2001 offer, 5.7 million options with an average Range of Exercise Prices (000%) Life (Years) Price (000} Price
exercise price of $32.57 were surrendered in December 2001 and 5.2 million $ 948 - $1421 ... 2,655 46 %1310 2,057 $13.07
replacement options with an exercise price of $34.15 were granted in June 2002. $14.22 - §1894 ... 530 50 17.54 305 1695

$1895 - $2368 ... .. .. 814 7.0 20.60 553 20.38
As of December 31, 2002, the aggregate number of shares subject to options avail- $2369 - $2841 ... 1.926 6.8 24.02 1172 23.96
able for grant under all of the plans was 2.5 million. A summary of the status of the $28.42 - $3315 ... 2,082 79 3173 836 3205
Company’s nonqualified stock option and incentive stock option plans for each of $33.16 - $3788 ... 6,208 7.7 34.12 2,659 34.08
the years ended December 31, 2002, 2001 and 2000 is presented as follows: $37.89 - $4262 ... _ los 93 40.27 - -
14,323 6.9 27.18 7,582 24.90
Lot nsaaadaaaasacaada oo e e e b oo b v e v a4y
2002 2001 2000 Had the Company accounted for these plans under the fair value method allowed
Weighted Weighted Weighted by SFAS 123, the Company’s net income and earnings per share would have been
Shares NMMMM Shares MMMM_WM Shares MMMMWM reduced to recognize the fair value of employee stock options. The following are
(000’s)  Price  (00's) Price (000" Price required disclosures under SFAS 123 and SFAS 148:
Outstanding at beginning of year .. 11,049 $20.67 17,567 $ 2422 10,992 §$ 17.00
Granted . ... 6,484 34.17 905 2941 8,738 31.55 [ thousands, except per share amounts)
Exercised . ................... (2,707) 16.99 (759) 17.23  (1,244) 13.36 Year Ended December 31 2002 2001 2000
Terminated. . ................. _(503)  29.51 (6,664) 3149 (919) 2298 Net income
Outstanding at end of year . . .. . .. 14,323 27.18 Hruoawu 2067 17,567 24.22 Asreported ....... ... .o $ 292,435 $ 169815 $ 160,744
Exercisable at end of year. .. .. ... 7,582 2490 5,664 18.10 IWMH 15.25 Stock-based compensation under SFAS 123 (49,713) (12,784) (30,464)
fl||.|l|. - Proforma. . ... .. $ 242,722 $ 157,031 $ 130,280
The following table summarizes information about stock options outstanding at Basic earnings per share
December 31, 2002: Asreported . ... ... .. ... ... ... ... $ 1.85 § 107 $ 111
Stock-based compensation under SFAS 123 (0.31) (0.08) (0.21)
Proforma. ....... ... . $ 1.54 §$ 099 $ 0.90

Diluted earnings per share
. Asreported .. ... ... ... $ 1.83 $ 106 % 1.09
Stock-based compensation under SFAS 123 (0.31) (0.08) (0.21)
Proforma........... ... .. .. $ 152 % 098 % 0.88
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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as a retirement fund. Employees do not make contributions under this plan. A portion
of the Company contributions and investment earnings thereon vests after three years
of SERP participation and the remaining portion vests after both five years of SERP
participation and 10 years of continuous service. The Company recorded expense of

$5 million and $4 million under this plan in 2002 and 2001, respectively.

NOTE 14 — RESTRUCTURING COSTS

During the first quarter of 2000, management initiated and completed a restruc-
turing plan designed to consolidate certain general and administrative functions at
New York-New York and MGM Grand Las Vegas. This restructuring resulted in a
charge against earnings in the first quarter of 2000 totaling $5 million.
Approximately 70 people were affected by the reductions, primarily at the
Company’s operating resorts (excluding the Mirage properties).

In connection with the Mirage Acquisition, management initiated a comprehensive
restructuring plan designed to reduce costs and improve efficiencies of the combined
operations of the Company. This restructuring resulted in a charge against earnings
in the second quarter of 2000 totaling $18 million, primarily related to the accrual
of costs associated with contract terminations and staffing reductions of approxi-
mately $6 million, the buyout of various leases of approximately $11 million and
other related restructuring costs of $1 million. Approximately 125 people were
affected by the reductions, primarily at the Company’s operating properties
(excluding the Mirage properties). In December 2002, the Company recorded a
restructuring credit of $10 million related to a lease contract termination accrual
originally recorded in June 2000. The contract termination provided for payments
based on the results of a successor tenant, and in December 2002 management

determined that payment under this obligation is not probable.

During the third quarter of 2001, management responded to a decline in business
volumes caused by the September 11 attacks by implementing cost containment

strategies which included a significant reduction in payroll and a refocusing of

several of the Company’s marketing programs. Approximately 6,400 employees (on
a full-time equivalent basis) were laid off or terminated, resulting in 2 $20 million
charge against earnings, primarily related to the accrual of severance pay, extended
health care coverage and other related costs in connection with these personnel
reductions. During the fourth quarter of 2001, there were additional personnel
reductions related to the September 11 attacks, resulting in a $2 million charge
against earnings. An additional $2 million fourth quarter restructuring charge
related to the termination of the Holiday Inn franchise agreement at the Boardwalk

Hotel and Casino.

As a result of improving business levels and the Company’s success at re-hiring a
substantial number of previously laid off or terminated employees, management
determined in 2002 that a portion of the remaining accrual would now not be

necessary. This resulted in a restructuring credit of $10 million.

The Company recorded $3 million of restructuring charges in December 2002

related to contract termination costs for a restaurant and the EFX show at MGM

Grand Las Vegas.

The following table summarizes restructuring costs and period-end restructuring accruals:

[FETTETTETE S TR TEEURE FNTEERURE RS TN EETE N S E I B )

Balance at

Initial Cash Non-cash  December 31,

(In thousands) Provision Payments reductions 2002

First quarter 2000 restructuring plan. ... $ 5,479 $ (5479 $ — $ —
2000 restructuring in connection with the

Mirage Acquisition . .............. 18,040 (7,937) (9,857) 246

2001 restructuring in response to the

events of September 11, 2001 .. .. .. 21,841 (10,874) (10,421) 546

2001 franchise termination costs. . ... .. 1,880 (1,880) — —

2002 lease and show termination costs . . 3,257 (2,507) — 750

$ 50,497 $(28677) $(20278) $ 1,542
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

::_____21_1______________1\:;_____:___:4________:_:_1_1______:____::4________:_::ﬁ___:__________________________ ________________:____::__

NOTE 17 — CONSOLIDATING CONDENSED FINANCIAL INFORMATION

The Company’s subsidiaries (excluding MGM Grand Detroit, LLC and certain minor subsidiaries) have fully and unconditionally guaranteed, on a joint and several basis,

payment of the Senior Facilities, the senior notes, the Mirage Notes, and the senior subordinated notes. Separate condensed financial statement information for the subsidiary
guarantors and non-guarantors as of December 31, 2002 and 2001 and for the years ended December 31, 2002, 2001 and 2000 is as follows:

| ITEWSNNTTE I TR TR e T ST TR T T ST YT TR TR T SRR T SR N ST U T PN FTTTT T ST eR T SRR TE T PR SR T P T PN N
As of and for the Year ended December 31 (In thousands) 2002 2001
Guarantor Non-Guarantor Guarantor Non-Guarantor
Balance Sheet Parent  Subsidiaries  Subsidiaries Elimination  Consolidated Parent Subsidiaries Subsidiaries Elimination  Consolidated
CurrentassetS. .. ... it $ 92459 $ 457,812 $ 55,139 $ — $ 605410 $ 19,613 $ 469,078 $ 65423 $ 107813 $ 661,927
Property and equipment, net. .. ... .. .. ... ... ... 10,375 8,597,957 166,085 (11,972) 8,762,445 11,616 8,715,875 176,126 (11972) 8,891,645
Investment in subsidiaries 7,490,107 122,897 —  (7,613,004) - 7,128,853 126,895 — (7,255,748) —
Investment in unconsolidated affiliates . ... ........... 127,902 925,065 —_ (342,165) 710,802 ’ 127,902 847,212 — (342,165) 632,949
Intercompany note receivable . . .. ...... ... L L. — — — — — 94,124 (94,124) — — —
Other non-currentassets. ... ............ .. ........ 39,037 246,187 141,104 — 426,328 46,315 237,685 26,922 — 310,922
$7,759,880 $10,349918 $ 362,328 $ (7,967,141) $10504,985 $ 7428423 $10302621 $ 268471 $(7,502,072) $10,497,443
Current liabilities . .. ............ ... ... .. .. $(1,015,734) $1,696,668 $ 69,134 $ — $ 750,068 $ 31138 $ 721976 % 45,032 $ (190,487) $ 887,910
Deferred income taxes ........... ... .. .. ... ... .. 1,769,017 — 414 — 1,769,431 159,481 1,486,849 2,761 97,181 1,746,272
Long-term debt . . . .. 4,341,253 863,579 8,946 — 5,213,778 4,441,352 842,793 11,168 — 5,295,313
Other non-current lia 1,200 50,074 56,290 — 107,564 5,501 51,153 594 — 57,248
Stockholders’ equity 2,664,144 7,739,597 227,544 (7,967,141) 2,664,144 2,510,700 7,199,850 208,916 (7,408,766) 2,510,700

$ 7,759,880  $10349918 $ 362,328 § (7,967,141) $10,504,985 $ 7428423 $10302,621 $ 268471 $ (7,502,072) $10,497,443

Statement of Operations

Netrevenues . .............vuiininnnn. $ — $3,592,819 $ 438,476 $ — $4,031,295 $ — $ 3576415 $ 396,387 $ — $ 3,972,802
Equity in subsidiaries earnings . ... ... ... .. ... ... 671,076 108,361 —_ (779,437) — 559,172 92,007 — (651,179) —
Expenses:
Casino and hotel operations . . .. ................. — 1,991,255 203,785 — 2,195,040 - 2,021,143 187,763 — 2,208,906
Provision for doubtful accounts. . ......... ... ..... — 27,994 358 — 28,352 — 70,484 760 — 71,244
General and administrative . . ... ... ... ... ... ... — 561,468 50,398 — 611,866 — 550,735 45,599 — 596,334
Corporate eXpense . ... 3,268 40,588 - — 43,856 10,073 27,651 — — 37,724
Preopening and start-up expenses . . .............. 403 21,064 — — 21,467 — 5,006 100 — 5,106
Restructuring costs (credit). . — (17,021) — — (17,021) — 23,749 (28) — 23,721
Write-downs and impairments . . ... e — 9,958 4,754 _— 14,712 — 47,720 235 — 47,955
Depreciation and amortization . . .. .......... .. ... 2,683 366,643 26,239 3,058 398,623 1,079 361,424 28,223 — 390,726
6,354 3,001,949 285,534 3,058 3,296,895 11,152 3,107,912 262,652 — 3,381,716
income from unconsolidated aftiliate — 32,361 — — 32,361 - 36,816 — — 36,816
Operating income . . . 664,722 731,592 152,942 (782,495) 766,761 - 548,020 597,326 133,735 (651,179) 627,902
Interest expense, net. (239,510) (35,724) (16,473) — (291,707) (286,231) (40,759) (18,752) — (345,742)
Other, net . o — (10,668) (1,130) 3,058 (8,740) 297 (4,748) (120) — (4,571)
Income before income taxes and extraordinary item . . . . . 425,212 685,200 135,339 (779,437} 466,314 262,086 551,819 114,863 (651,179) 277,589
Provision farincometaxes. .. ... .. ... ... ... (132,777 (33,126) (7,648) — (173,551) (91,493) (2,713) (12,790) — (106,996}
Income before extraordinaryitem ... ... ... .. ... .... 292,435 652,074 127,691 (779,437) 292,763 170,593 549,106 102,073 (651,179) 170,593
Extraordinaryitem. . . ... .. .. ... — — (328) — (328) (778) - — — (778)
Netincome............ .. . ... ... . ... ... .. ... .. $ 292435 $ 652,074 $ 127,363 $ (779,437) $ 292,435 $ 169815 $ 549106 $ 102073 $ (651,179) $ 169,815
Statement of Cash Flows
Net cash provided by (used in) operating activities . . . . . . $1,206,670 $ (530,952) $ 151,443 §$ 797 $ 827,958 $ (310,773) $ 979451 $ 123,180 $ 4,025 $ 795,883
Net cash provided by (used in) investing activities. . . . . .. (3,588) (339,380) (27,179) (1,063) (371,210) (80) (314,219) (37,783) (123) (352,205)
Net cash provided by (used in) financing activities . .. ... (1,212,536) 896,900 (139,114) 265 (454,485) 324,830 (712,425) (71,178) (3,902) (462,675)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

__:_:_:1:_.___ ARRRRRARN FITT

_____:‘___:ﬂl_:_____:_____:_____:____________________LI_____:T____________

NOTE 18 — SELECTED QUARTERLY FINANCIAL RESULTS (UNAUDITED)

Quarter

{in thousans, except per Share 2MOUNS) |\ 1ottt 3OO0 T T
2002
Nt TEVENUES . - . L e $1,011,915 $ 1,032,073 $ 1,004,588 $ 982,719 $ 4,031,295
Operating INCOME . ... oL e e 207,866 233,531 181,345 144,019 766,761
Income before extraordinary fem. ... ... 81,956 101,875 69,888 39,044 292,763
Net income 81,956 101,875 69,560 39,044 292,435
Basic income per share:

Income before extraordinary item .. ... ... L $ 0.52 $ 0.64 $ 0.44 $ 0.25 $ 1.85

NEtiNCOME . . oo e 0.52 0.64 0.44 0.25 1.85
Diluted income per share:

income before extraordinary item .. ... .. ... $ 0.51 $ 0.63 $ 0.43 $ 0.25 $ 1.83

NEtINCOME. . ..o 0.51 0.63 0.43 0.25 1.83
[T TEWE FTETET SR PP E T SRR N PR Tl NN ST R T R BT E R NN ST P EeT S T T wE FEN T TR B TR fE T TR R P TR T PN RS NS T U RS NS T Ve SR S W)
2001
NELIEVEIUBS . « & . . e e e e et e e e e e e e e e $ 1,057,221 $ 1,041,867 $ 983,980 $ 889,734 $ 3,972,802
Operating iNCOME . . ...ttt e et et et e e e e e e 235,968 215,953 61,025 114,956 627,902
Income (loss) before extraordinary item . ... ... ... . L 84,672 76,586 (14,353) 23,688 170,593
Net income (J0SS) . . ..o o e 83,894 76,586 (14,353) 23,688 169,815
Basic income (loss) per share:

Income (loss) before extraordinary item $ 0.54 $ 0.48 $ {0.09) $ 0.15 $ 1.07

Netincome (J0SS) . . ... oo e 0.53 0.48 (0.09) 0.15 1.07
Diluted income (loss) per share:

income {loss) before extraordinary item. . .. .. .. ... ... $ 0.53 $ 0.47 $ (0.09) $ 0.15 $ 1.06

Net income (10SS) . . ... oo 0.52 0.47 (0.09) 0.15 1.06

Because income (loss) per share amounts are calculated using the weighted average number of common and dilutive common equivalent shares outstanding during each quarter, the sum of the per share amounts for the four

quarters may not equal the total income per share amounts for the year.
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INVESTOR INFORMATION

_:__________________:_____________:____::___\:_______________________::\________:_____:____________:_____________:________________:_4_:_:__:___:________
INVESTOR INFORMATION
The following table represents the high and low trading prices of the Company’s Transfer Agent and Independent Public
common stock: Registrar For Common Stock Accountants
Lo aoaaaaber vy s doaa s b ve b s s b g Lo reve e b ve e s by
For the years ended December 31, 2002 2001 Mellon Investor Services LLC Deloitte & Touche LLP
High Low High Low 85 Challenger Road 3773 Howard Hughes Parkway
First Quarter .. .......................... $ 3720 $ 2800 $ 3220 $ 2250 Ridgefield Park, NJ 07660 Suite 490, North Tower
Second Quarter. .. .........oi i 42.00 3255 32.73 23.95 www.melloninvestor.com Las Vegas, NV 89109
Third Quarter ... 3785 2780 3285 1619 1-800-356-2017
Fourth Quarter .. ......... .. ... .......... 38.80 29.85 29.36 21.10
The Company’s common stock is listed on the New York Stock Exchange. The Form 10-K
symbol is MGG. A copy of the Company’s annual report on Form 10-K, as filed with the Securities
and Exchange Commission, will be furnished without charge to any stockholder
Forward-Looking Statements upon written request to:
This Annual Report contains some forward-looking statements which are subject to
change. Actual results may differ materially from those described in any forward- Mr. Bryan L. Wright
looking statement. Additional information concerning potential factors that could Vice President, Assistant General Counsel and Assistant Secretary
affect our future results is included under the caption “Factors that May Affect Our MGM MIRAGE _
Furture Results” in Item 1 of our Annual Report on Form 10-K for the year ended 3600 Las Vegas Blvd. South
December 31, 2002. This statement is provided as permitted by the Private Las Vegas, NV 89109

Securities Litigation Reform Act of 1995.
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