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2012 was a rewarding year for MTR Gaming Group, Inc., one in which we achieved a
critically important milestone in MTR's history. In June, we proudly opened our newly
constructed Scioto i‘Qwr gaming facility in m;}%aﬁg“s%&}g;é;, Ohio. We were the first racino
to capitalize on legalized casino style gaming in Ohio as we opened our gaming facility

with 2,100 video [ottery terminals, a lounge &mti sports bar, a buffet, and a variety of
other food and entertainment offerings. Our team members worked tirelessly to open
this facility on time and on budget and we are grateful for their efforts. MTR's record
revenues of $490.0 million and record Adjusted EBITDA' of $93.8 million for 2012 were
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2012 was a rewarding year for MTR Gaming Group,
Inc., ohe inwhich we éh,h eved a critically important
estone in MTR’s history. In June, we proudly
opened our newly constructed Scioto Downs
gaming facility in Columbus, Ohio. With three
regional gaming facilities, we now have a solid
core of unique and exciting properties upon which
we can build, Although we are ;’:}f"@uzf of our
accomplishments in 2012, we look forwar
izing available opportunities, improving levels of
guest service and employee satisfaction and
meeting the challenges we may confront in 2013,
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PART I
ITEM 1. BUSINESS.
Cautionary Statement Regarding Forward-Looking Information

This report includes “forward-looking statements” within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended. Forward-looking statements include statements regarding our strategies, objectives and plans
for future development or acquisitions of properties or operations, as well as expectations, future
operating results and other information that is not historical information. When used in this report, the
terms or phrases such as “anticipates”, “believes”, “projects”, “plans”, “intends”, “expects”, “might”,
“may”, “estimates”, “could”, “should”, “would”, “will likely continue”, and variations of such words or
similar expressions are intended to identify forward-looking statements. Although our expectations,
beliefs and projections are expressed in good faith and with what we believe is a reasonable basis, there
can be no assurance that these expectations, beliefs and projections will be realized.

There are a number of risks and uncertainties that could cause our actual results to differ
materially from those expressed in the forward-looking statements which are included elsewhere in this
report. Such risks, uncertainties and other important factors include, but are not limited to:

* our dependence on our West Virginia, Pennsylvania and Ohio casinos for the majority of our
revenues and cash flows;

* the successful operation of our video lottery terminals (“VLTs”) gaming facility at Scioto Downs,
our racetrack in Columbus, Ohio;

* competitive and general economic conditions in our markets, including the location of our
competitors (traditional and internet-based);

+ the ability to realize expense reductions and operating efficiencies;

* the effect of economic, credit and capital market conditions on the economy and the gaming and
entertainment industry;

» weather or road conditions limiting access to our properties;
* volatility and disruption of the capital and credit markets;

* changes in, or failure to comply with, laws, regulations or the conditions of our West Virginia,
Pennsylvania and Ohio gaming and racing licenses (or the failure to obtain renewals thereof),
accounting standards or environmental laws (including adverse changes in the rates of taxation
on gaming revenues) and delays in regulatory licensing processes;

* construction factors relating to maintenance and expansion of operations;

* the outcome of legal proceedings;

* dependence upon key personnel and the ability to attract new personnel;

* the ability to retain and attract customers;

* the effect of war, terrorism, natural disasters and other catastrophic events;
* the effect of disruptions to our systems and infrastructure;

* our level of indebtedness and terms thereof;

* the ability to refinance existing debt, or obtain additional financing, if and when needed, the cost
of refinancing, and the impact of leverage and debt service requirements;



* our ability to comply with certain covenants in our debt documents;
* other factors set forth under “Risk Factors.”

In light of these and other risks, uncertainties and assumptions, the forward-looking events
discussed in this report might not occur. These forward-looking statements speak only as of the date of
this Annual Report on Form 10-K, even if subsequently made available on our website or otherwise,
and we do not intend to update publicly any forward-looking statement to reflect events or
circumstances that occur after the date on which the statement is made, except as may be required by
law.

Overview

MTR Gaming Group, Inc. (the “Company” or “we”), a Delaware corporation, is a hospitality and
gaming company that owns and operates racetrack, gaming and hotel properties in West Virginia,
Pennsylvania, and Ohio.

The Company, through its wholly-owned subsidiaries, owns and operates Mountaineer Casino,
Racetrack & Resort in Chester, West Virginia (“Mountaineer”); Presque Isle Downs & Casino in Erie,
Pennsylvania (“Presque Isle Downs”); and Scioto Downs in Columbus, Ohio. We consider these three
properties, which are located in contiguous states, to be our core assets. Scioto Downs, through its
subsidiary RacelineBet, Inc., also operates Racelinebet.com, a national account wagering service that
offers online and telephone wagering on horse races as a marketing affiliate of TwinSpires.com, an
affiliate of Churchill Downs, Inc.

We were incorporated in March 1988 in Delaware under the name “Secamur Corporation,” a
wholly-owned subsidiary of Buftalo Equities, Inc. In 1996, we were renamed MTR Gaming Group, Inc
and since 1998, we have operated only in the racing, gaming and entertainment businesses.

Financial Information

Refer to Part II, Item 6.—Selected Financial Data” and “Part II, Item 7.—Management’s
Discussion and Analysis of Financial Condition and Results of Operations” for information about our
revenue and operating results and total assets and liabilities and “Part II, Item 8.—Financial
Statements and Supplementary Data” for our consolidated financial statements and accompanying
footnotes.

Properties
Mountaineer Casino, Racetrack & Resort

Mountaineer is one of only four racetracks in West Virginia currently permitted to operate slot
machines and traditional casino table gaming. Mountaineer is located on the Ohio River at the
northern tip of West Virginia’s northwestern panhandle, approximately thirty miles from the Pittsburgh
International Airport and a one-hour drive from downtown Pittsburgh. Mountaineer, since its
acquisition in 1992, has become a diverse gaming, entertainment and convention complex with:

* 106,000 square feet of gaming space housing approximately 2,060 slot machines, 47 casino table
games (including blackjack, craps, roulette and other games), and 12 poker tables;

* 354 hotel rooms, including the 256-room, 219,000 square foot Grande Hotel at Mountaineer,
which offers 29 suites, a full-service spa and salon, a gourmet coffee shop, a 104-seat upscale
steakhouse, a 280-seat buffet, and various casual food and beverage outlets, a retail plaza and an
indoor and outdoor swimming pool;



* 13,500 square feet of convention space, which can accommodate seated meals for groups of up
to 575, as well as smaller meetings in more intimate break-out rooms that can accommodate 75
people and entertainment events for approximately 1,300 guests;

* live thoroughbred horse racing conducted from March through December on a one-mile dirt
surface or a 7% mile grass surface with expansive clubhouse, restaurant, bars and concessions, as
well as grandstand viewing areas with enclosed seating for 770 patrons and 2,800 patrons,
respectively;

* on-site pari-mutuel wagering and thoroughbred, harness and greyhound racing simulcast from
other prominent tracks, as well as wagering on Mountaineer’s races at over 1,400 sites to which
the races are simulcast;

* Woodview, an eighteen-hole par 71 golf course measuring approximately 6,550 yards located
approximately seven miles from Mountaineer;

* a 69,000 square foot theater and events center that seats approximately 5,000 patrons for
concerts and other entertainment offerings;

* a 12,000 square foot fitness center which has a full complement of weight training and
cardiovascular equipment, as well as a health bar, locker rooms with steam and sauna facilities,
and outdoor tennis courts; and

* surface parking for approximately 5,400 cars.

During the month of December 2012 based upon the play of members of our frequent players
program, approximately 74% of the total amount played in Mountaineer’s slot machines was
attributable to customers from Ohio, 22% to customers from Pennsylvania, 3% to customers from West
Virginia and 1% to customers from other locations, while approximately 70% of the total amount
played at Mountaineer’s table games was attributable to customers from Ohio, 22% to customers from
Pennsylvania, 4% to customers trom West Virginia and 4% to customers from other locations.

Presque Isle Downs & Casino

Presque Isle Downs, located in Erie, Pennsylvania, opened for business on February 28, 2007, and
commenced table gaming operations on July 8, 2010. The 140,000 square foot facility consists of:

* 61,000 square feet of gaming space housing approximately 1,720 slot machines, 37 casino table
games and a nine-table poker room, which we began operating on October 3, 2011;

* several dining options, including a 250-seat buffet, an upscale flexible seating bar and grille with
seating for 65-90 patrons, a clubhouse restaurant and several bars, as well as entertainment;

* live thoroughbred horse racing conducted from May through September on a one-mile track
with a state-of-the-art synthetic racing surface with grandstand, barns, paddock and related
facilities, and indoor and outdoor seating for approximately 750 patrons;

* on-site pari-mutuel wagering and thoroughbred and harness racing simulcast from other
prominent tracks, as well as wagering on Presque Isle Downs’ races at over 1,200 sites to which
the races are simulcast; and

* surface parking for approximately 3,225 cars.

During the month of December 2012 based upon the play of members of our tfrequent players
program, approximately 61% of the total amount played in Presque Isle Downs’ slot machines was
attributable to customers from Pennsylvania, 32% to customers from Ohio, 5% to customers from New
York and 2% to customers from other locations, while approximately 70% of the total amount played



at Presque Isle Downs’ table games was attributable to customers from Pennsylvania, 29% to customers
from Ohio and 1% to customers from other locations.

Scioto Downs

Scioto Downs, located approximately eight miles from downtown Columbus, Ohio, commenced
gaming operations on June 1, 2012. The 132,000 square foot facility consists of:

* 83,000 square feet of gaming space housing approximately 2,100 VLT5;

* several dining options, including a 273-seat buffet, a 100-seat casual dining restaurant, and an
82-seat bar/lounge with high-tech sound and lights;

* live standardbred harness horse racing conducted from May through mid-September with barns,
paddock and related facilities for the horses, drivers and trainers, as well as a grandstand that
can accommodate over 2,400 patrons and an enclosed clubhouse that can accommodate 500
patrons;

* on-site pari-mutuel wagering and thoroughbred, harness and greyhound racing simulcast from
other prominent tracks, as well as wagering on Scioto Downs’ races at over 800 sites to which
the races are simulcast; and

* surface parking for approximately 4,100 cars.

During the month of December 2012 based upon the play of members of our frequent players
program, approximately 97% of the total amount played in Scioto Downs’ VLIs was attributable to
customers from Ohio and 3% to customers from other locations.

Discontinued Operations

Our wholly-owned subsidiary MTR-Harness, Inc. previously held a 50% interest in North Metro
Harness Initiative, LLC (d/b/a Running Acres Harness Park) that operates a harness racetrack in
Minneapolis, Minnesota. Pursuant to a settlement agreement with North Metro’s lender executed on
May 27, 2009, we relinquished our interest in North Metro.

Our wholly-owned subsidiary, Jackson Racing, Inc. holds a 90% interest in Jackson Trotting
Association, LLC, which operated Jackson Harness Raceway in Jackson, Michigan. On December 4,
2008, Jackson Trotting ceased the racing and simulcast wagering operations at Jackson Harness
Raceway and surrendered its racing license to the Michigan Racing Commission.

On March 7, 2008, we sold 100% of the stock of our wholly-owned subsidiaries, Speakeasy Gaming
of Fremont, Inc., which owned and operated Binion’s Gambling Hall & Hotel located in Las Vegas,
Nevada (“Binion’s”), and Speakeasy Fremont Experience Operating Company in accordance with the
terms of a Stock Purchase Agreement dated June 26, 2007 (as subsequently amended), executed
between the Company and TLC Casino Enterprises, Inc. (“TLC”).

On June 3, 2008, our wholly-owned subsidiary, Speakeasy Gaming of Las Vegas, Inc., sold the
gaming assets of the Ramada Inn and Speedway Casino located in North Las Vegas, Nevada to Lucky
Lucy D, LLC in accordance with the terms of an Asset Purchase and Sale Agreement dated
January 11, 2008. This sale was the second part of the transaction, the first part of which involved the
sale of Speedway’s real property to Ganaste LLC on January 11, 2008. A shareholder of Ganaste LLC
is the sole owner of Lucky Lucy.

Competition

We face substantial competition in each of the markets in which our facilities are located. See
“Risk Factors—Risks Related to Our Business” which is included elsewhere in this report.



Gaming Operations

The primary competitors for Mountaineer (and to a lesser extent, Presque Isle Downs) are certain
gaming operations in Pennsylvania. Pennsylvania’s slot machine law, as amended on January 7, 2010,
contemplates the installation of slot machines and table games at up to fourteen locations: (i) seven
racetracks (including Presque Isle Downs) each with up to 3,000 slots initially and with the ability to
apply to the Pennsylvania Gaming Control Board for up to 5,000 slots and up to 250 table games (six
of which, in addition to Presque Isle Downs, are currently operating slots and table games); (ii) five
stand-alone casinos with up to 5,000 slots and up to 250 table games (four of which are currently
operating slots and table games); and (iii) two resort locations with up to 500 slots each (600 if they
also offer table games) and up to 50 table games (both of which are currently operating or under
construction). The January 7, 2010 amendment of the Pennsylvania slot machine law also authorizes the
Gaming Control Board to issue a third resort license (Category 3) after July 20, 2017, under certain
circumstances. The Meadows Racetrack & Casino, a harness racetrack located in Washington,
Pennsylvania, approximately 50 miles southeast of Mountaineer, currently operates approximately 3,300
slot machines and 80 casino table games, including 26 poker tables, as well as various food and
beverage outlets. The Rivers Casino, a stand-alone casino located in downtown Pittsburgh,
approximately a one-hour drive from Mountaineer and a two-hour drive from Presque Isle Downs,
currently operates over 2,900 slot machines and over 100 casino table games, including 30 poker tables,
as well as various food, beverage and entertainment venues. Additionally, on May 20, 2011, the
Pennsylvania Gaming Control Board approved a Category 3 resort casino to be built at the Nemacolin
Woodlands Resort in Farmington, Pennsylvania, approximately 95 miles from Mountaineer. This casino
is expected to open in the summer of 2013. Further, in September 2007, the Pennsylvania State Horse
Racing Commission granted a license to build Valley View Downs in Lawrence County, Pennsylvania,
approximately 45 miles from Mountaineer and 90 miles from Presque Isle Downs. The ownership of
Valley View Downs has been transferred on two occasions, including the October 2012 approval by the
Pennsylvania Harness Racing Commission of the transfer of Valley View Downs’ ownership stock to
Endeka Entertainment. Endeka Entertainment will need to obtain a casino license from the
Pennsylvania Gaming Control Board and furnish its financing commitment in order to move forward
with the casino project. Mountaineer, and to a lesser extent Presque Isle Downs, compete with The
Rivers Casino and The Meadows Racetrack & Casino for gaming patrons. Likewise, if Endeka
Entertainment obtains a gaming license and successfully opens a casino, it would represent new
competition for Mountaineer and Presque Isle Downs. While there are three other tracks and one
resort in West Virginia that offer slot machine and table gaming, only one, Wheeling Island Casino, lies
within Mountaineer’s primary market, located approximately 40 miles south of Mountaineer in
Wheeling, West Virginia. Wheeling Island Casino currently operates approximately 1,800 slot machines,
9 poker tables, and 28 casino table games. Presque Isle Downs also competes principally with the
Seneca Allegany Casino & Hotel in Salamanca, New York, approximately seventy-five miles away. That
facility has approximately 2,000 slot machines, more than 30 table games, and a 413-room hotel with
resort amenities.

Gaming operations in Ohio that have recently commenced or are expected to commence in the
near future represent additional competition for Mountaineer, Presque Isle Downs and Scioto Downs.
The Horseshoe Casino Cleveland, located in Cleveland, Ohio, approximately 115 miles northwest of
Mountaineer and approximately 100 miles southwest of Presque Isle Downs, opened in May 2012. The
Horseshoe Casino Cleveland currently operates approximately 1,900 slot machines, 89 casino table
games and 30 poker tables. The Hollywood Casino Columbus, located in Columbus, Ohio, only 10
miles northwest of Scioto Downs, opened in October 2012 and currently operates approximately 3,000
slot machines, 70 casino table games and 30 poker tables, as well as various food, beverage and
entertainment venues. ThistleDown Racino, a racetrack located in Cleveland, Ohio, approximately 95
miles northwest of Mountaineer and approximately 95 southwest of Presque Isle Downs, is scheduled to
commence VLT operations in the spring of 2013. The project will add approximately 1,150 VLT3 to the



ThistleDown facility, in addition to upgrades to the racetrack’s building and grounds. Northfield Park, a
racetrack also located in Cleveland, Ohio, is expected to commence gaming operations in December
2013. It will be called Hard Rock Rocksino Northfield Park and will operate approximately 2,300 slots
and include a Hard Rock Café. Northfield Park is approximately 95 miles northwest of Mountaineer
and approximately 100 miles southwest of Presque Isle Downs. Penn National Gaming, which also
operates the Hollywood Casino Columbus, also contemplates relocating its Beulah Park racetrack in
Columbus, Ohio to Austintown, Ohio. This newly constructed racetrack facility will feature up to 1,500
video lottery terminals, as well as various restaurants, bars and other amenities and is expected to open
in 2014. This facility will be approximately 40 miles northwest of Mountaineer and 100 miles southwest
of Presque Isle Downs.

Additionally, Mountaineer competes with smaller gaming operations conducted in local bars and
fraternal organizations. West Virginia law permits limited video lottery machines (“LVLs”) in local bars
and fraternal organizations. The West Virginia Lottery Commission authorizes up to 7,500 slot
machines in these facilitics throughout West Virginia. No more than five slot machines are allowed in
each establishment licensed to sell alcoholic beverages, and no more than ten slot machines are allowed
in each licensed fraternal organization. As of December 31, 2012, there were a total of approximately
1,100 LVL’s in bars and fraternal organizations in Hancock county, West Virginia (where Mountaineer
is located) and the two neighboring counties (Brooke and Ohio counties). Although the bars and
fraternal organizations housing these machines lack poker and table gaming, as well as the amenities
and ambiance of our Mountaineer facility, they do compete with Mountaineer, particularly for the local
patronage.

With the addition of Ohio gaming in 2012, our target market has expanded to include the
Cleveland and Columbus markets. The Cleveland market competes with Mountaineer and Presque Isle
Downs, while the Columbus market currently includes Scioto Downs and Hollywood Casino Columbus.
During 2012, with respect to casinos in West Virginia, Western Pennsylvania and Cleveland,
Mountaineer’s and Presque Isle Downs’ respective market shares were 16% and 15%, respectively,
compared to 26% for The Rivers Casino, 24% for The Meadows Racetrack & Casino, 11% for
Wheeling [sland Casino and 8% for Horseshoe Casino Cleveland (which opened in May 2012). During
2012, with respect to the Columbus market, Scioto Downs commenced VLT gaming operations in June
2012, while the Hollywood Casino Columbus commenced its gaming operations in October 2012. Scioto
Downs’ market share was 48%, compared to 52% for Hollywood Casino Columbus for the fourth
quarter of 2012.

Scioto Downs also competes with smaller gaming operations in Ohio commonly referred to as
Internet/sweepstakes cafes. These establishments offer services including internet time and computer
access, in addition to offering games such as poker and games that operate like slot machines. The
estimated number of Internet cafes in Ohio is approximately 800, and these cafes are not regulated like
casino games and do not generate tax revenue. The Ohio General Assembly is currently considering
House Bill 7, a bill introduced by several ranking legislators that would ban Internet cafes by defining
use of the computers in these facilities as illegal gambling. A ban or regulation of these facilities could
be beneficial to our properties as well as other gaming operators in Ohio and surrounding states.

All of our gaming operations also compete to a lesser extent with operations in other locations,
including Native American lands, and with other forms of legalized gaming in the United States,
including state-sponsored lotteries, on- and off- track wagering, high-stakes bingo, card parlors, and the
emergence of Internet gaming, including proposals at the state and federal levels that would legalize
various forms of internet gaming. In addition, casinos in Canada have likewise recently begun
advertising and increasing promotional activities in our target markets. See “Risk Factors—Risks
Related to Our Business—We face significant competition from other gaming and racing facilities, and
increased competition could have a material adverse effect on us; Approval of gaming in Ohio creates
significant new competition” which is included elsewhere in this report.
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Racing and Pari-mutuel Operations

Mountaineer’s racing and pari-mutuel operations compete directly for wagering dollars with racing
and pari-mutuel operations at Wheeling Island Casino, which is located approximately 40 miles south
of Mountaineer in Wheeling, West Virginia; ThistleDown and Northfield Park, which are both located
approximately 95 miles to the northwest of Mountaineer and approximately 95 miles to the southwest
of Presque Isle Downs in Cleveland, Ohio; and The Meadows Racetrack & Casino, located
approximately 50 miles southeast of Mountaineer in Washington, Pennsylvania. Wheeling Island Casino
conducts pari-mutuel greyhound racing, simulcasting and casino gaming. Both ThistleDown and
Northfield Park conduct pari-mutuel horse racing, with video lottery gaming expected to commence in
2013. The Meadows Racetrack & Casino conducts live harness racing, simulcasting and casino gaming.
Mountaineer (and to a lesser extent, Presque Isle Downs) would also compete for pari-mutuel wagering
patrons with Valley View Downs in Lawrence County, Pennsylvania, approximately 45 miles from
Mountaineer, if it is constructed and opened, and the relocation of a racetrack to Austintown, Ohio, as
discussed above, approximately 40 miles from Mountaineer. Since commencing export simulcasting in
August 2000, Mountaineer competes with racetracks across the country to have its signal carried by
off-track wagering parlors. Mountaineer also competes for wagering dollars with off-track wagering
facilities in Ohio and Pennsylvania, and competes with other racetracks for participation by quality
racehorses.

Presque Isle Downs faces competition from other racetracks and off-track wagering facilities in
Pennsylvania and Ohio as described in the preceding paragraph, as well as from casinos in Western
New York. Presque Isle Downs will also compete with Valley View Downs if it is constructed and
opens.

Scioto Downs had an agreement with Beulah Park, which was to expire on December 31, 2012,
that allowed for each facility’s simulcasting to be operational only during its live race meets. Upon the
opening of our VLT facility, the agreement was terminated, as permitted by the provisions of the
contract, and accordingly Scioto Downs now offers year round simulcasting. As discussed above, the
Beulah Park racetrack is expected to be relocated to Austintown, Ohio. Scioto Downs also competes, to
a lesser extent, with casino gambling in Indiana and in Michigan. Further, Scioto Downs faces
competition from off-track wagering facilities in Ohio and Pennsylvania.

Employees
As of March 1, 2013, we had approximately 2,600 employees.

Mountaineer Casino, Racetrack & Resort. Mountaineer has approximately 1,300 employees.
Approximately 20 of Mountaineer’s employees are represented by a union covering our pari-mutuel
clerks and certain employees providing simulcast betting services. We have an agreement in place with
the pari-mutuel clerks until November 30, 2015. In addition, approximately 80 employees are
represented by a union covering our VLT gaming employees pursuant to a collective bargaining
agreement that expires March 1, 2015.

Presque Isle Downs & Casino. Presque Isle Downs employs approximately 850 people, which
increases by approximately 120 during live racing which is generally conducted from May through
September. In addition, Presque Isle Downs is currently in negotiations with union groups which would
represent approximately 300 employees consisting of certain food & beverage, housekeeping,
transportation, cash handling and slot services positions.

Scioto Downs. There are approximately 475 employees at Scioto Downs, which increases by
approximately 160 during live racing which is generally conducted from May through September.
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Regulation and Licensing

The gaming and racing industries are highly regulated, and we must maintain our licenses and pay
gaming taxes to continue our operations. Each of our facilities is subject to extensive regulation under
the laws, rules and regulations of the jurisdiction where it is located. These laws, rules and regulations
generally relate to the responsibility, financial stability and character of the owners, managers and
persons with financial interests in the gaming operations. Violations of laws in one jurisdiction could
result in disciplinary action in other jurisdictions. A more detailed description of the regulations to
which we are subject is contained in Exhibit 99.1 to this Annual Report on Form 10-K.

Our businesses are subject to various federal, state and local laws and regulations in addition to
gaming regulations. These laws and regulations include, but are not limited to, restrictions and
conditions concerning alcoholic beverages, food service, smoking, environmental matters, employees
and employment practices, currency transactions, taxation, zoning and building codes, and marketing
and advertising. Such laws and regulations could change or could be interpreted differently in the
future, or new laws and regulations could be enacted. Material changes, new laws or regulations, or
material differences in interpretations by courts or governmental authorities could adversely affect our
operating results.

Environmental Matters

We are subject to various federal, state and local environmental laws and regulations that govern
activities that may have adverse environmental effects, such as discharges to air and water, as well as
the management and disposal of solid, animal and hazardous wastes and exposure to hazardous
materials. These laws and regulations, which are complex and subject to change, include United States
Environmental Protection Agency and state laws and regulations that address the impacts of manure
and wastewater generated by Concentrated Animal Feeding Operations (“CAFO”) on water quality,
including, but not limited to, storm water discharges. CAFO regulations include permit requirements
and water quality discharge standards. Enforcement of CAFO regulations has been receiving increased
governmental attention. Compliance with these and other environmental laws can, in some
circumstances, require significant capital expenditures. For example, we may incur future costs under
existing and new laws and regulations pertaining to storm water and wastewater management at our
racetracks. Moreover, violations can result in significant penalties and, in some instances, interruption
or cessation of operations. Water discharges from our racetrack operations at our Mountaineer facility
were the subject of past enforcement actions by state regulators. We satisfied the requirements of those
past proceedings and recently achieved compliance with the final requirement of our applicable permit.

We also are subject to laws and regulations that create liability and cleanup responsibility for
releases of regulated materials into the environment. Certain of these laws and regulations impose
strict, and under certain circumstances joint and several liability on, a current or previous owner or
operator of property for the costs of remediating regulated materials on or emanating from its
property. The presence of, or failure to remediate properly, such materials may materially adversely
affect the ability to sell or rent such property or to borrow funds using such property as collateral.
Additionally, the owner of a facility may be subject to claims by third parties based on damages and
costs resulting from environmental contamination at or emanating from third party sites when the
owner sent wastes for disposal or treatment. See “Risk factors—Risks related to our business—We are
subject to environmental laws and potential exposure to environmental liabilities” which is included
elsewhere in this report.

In connection with our property acquisitions, we typically conduct environmental assessments of
the target properties. Based on these assessments, we have identified soil and/or groundwater
contamination and other issues (such as the presence ot wetlands or asbestos) at certain of our
properties that may require further action or involve regulatory oversight. Generally, the contamination



issues relate to uses of our properties by the prior landowners and operators. For example, in October
2004, we acquired a property in Pennsylvania that had pre-existing contamination from its former use
as a paper manufacturing plant. We entered into a Consent Order with the Pennsylvania Department
of Environmental Protection (the “PaDEP”) in which we agreed to clean up certain portions of the site
in consideration for a covenant not to sue and insulation from liability arising from certain pre-existing
contamination, provided we did not exacerbate the pre-existing contamination. We also purchased an
Environmental Risk Insurance Policy in the amount of $10 million through 2014 with respect to the
property, which we believe is in excess of any exposure that we may have in this matter. In October
2005, we sold the portion of the property that will require further work to a third party who assumed
our obligations under the Consent Order and agreed to undertake the required remediation work. We
understand that the purchaser has begun the necessary cleanup. However, in the event that the
purchaser fails to honor its obligations, we could incur costs related to this matter in the future. In
addition, from time-to-time, we are engaged in investigation or remediation efforts at our other
properties.

Compliance with Other Laws

We are also subject to a variety of other rules and regulations, including zoning, construction and
land use laws and regulations, and laws governing the serving of alcoholic beverages in all of the states
in which we operate. Mountaineer, Presque Isle Downs and Scioto Downs derive other revenues from
the sale of alcoholic beverages. Any interruption or termination of the ability to serve alcoholic
beverages at those properties would have a material adverse effect on our business, financial condition
and results of operations.

Abvailable Information

For more information about us, visit our website at www.mtrgaming.com. Our electronic filings with
the Securities and Exchange Commission (including all annual reports on Form 10-K, quarterly reports
on Form 10-Q and current reports on Form 8-K, and any amendments to these reports), including the
exhibits, are available free of charge through our website as soon as reasonably practicable after we
electronically file them with or furnish them to the Securities and Exchange Commission. Additionally,
the West Virginia Lottery Commission, the Pennsylvania Gaming Control Board and the Ohio Lottery
Commission maintain websites through which they periodically (generally weekly except monthly for
Ohio) report our revenue from gaming operations and other information. We have no control over the
information posted to these websites and cannot assure the accuracy of such information.
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ITEM 1A. RISK FACTORS.
Risks Related to Current Economic Conditions

The volatility and disruption of the capital and credit markets and adverse changes in the U.S. and global
economies may negatively impact our revenues and our ability to access financing.

While economic conditions have recently shown signs of improvement, high levels of
unemployment, fiscal policy difficulties and decreased consumer spending could impact this trend. If
the trend for an improving economy does not continue, the extent of current economic improvement,
changes in business or consumer confidence, rate of unemployment or stability in the credit markets is
not known. Such economic conditions may affect lenders, resulting in severely contracted credit markets
making it costly and difficult to obtain new credit or refinance existing debt. Additionally, a severe or
persistent economic downturn regionally or nationally could cause a decrease in our revenue and the
results of our operations and adversely affect our financial condition, the extent to which is not known.

While we intend to finance capital projects with cash on hand, cash flow from operations and
proceeds from the sale of non-core assets, we may require additional financing to support our growth.
Borrowings under our senior secured revolving credit facility will be limited. However, as a result of
uncertainties that may remain or develop in the capital and credit markets and without the continued
and sustained improvements in such financial markets, we may not have access to sufficient capital on
terms that are satisfactory to us, on terms acceptable to our senior secured lenders, or at all. Further, if
adverse regional and national economic conditions fail to improve significantly, persist or worsen, we
could experience material decreases in revenues and cash flows from our operations attributable to
decreases in consumer spending levels and could fail to satisfy covenants imposed by our existing debt
agreements.

Risks Related to Our Business

We depend on Mountaineer, Presque Isle Downs and Scioto Downs for substantially all of our revenues, and,
therefore, any risks faced by those operations could have a material impact on our results of operations.

We currently remain dependent upon Mountaineer, Presque Isle Downs and Scioto Downs for
substantially all of our revenues and cash flows. As a result, we may be subject to greater risks than a
geographically diversified gaming operation, including, but not limited to the following risks faced by
our Mountaineer, Presque Isle Downs and Scioto Downs operations:

* risks related to local and regional economic and competitive conditions, such as a decline in the
number of visitors, a downturn in the overall economy in Mountaineer’s, Presque Isle Downs’
and Scioto Downs’ markets, a decrease in gaming activities in those markets or an increase in
competition, including, but not limited to, competition from limited video lottery machines in
local bars and fraternal organizations in West Virginia, internet/sweepstakes cafes in Ohio,
continued competition from gaming facilities in Pennsylvania and Ohio and competition from
future gaming facilities in Ohio and Pennsylvania (as further described below);

* changes in local and state governmental laws and regulations (including changes in laws and
regulations affecting gaming operations and taxes) applicable to Mountaineer, Presque Isle
Downs and Scioto Downs;

* impeded access to Mountaineer, Presque Isle Downs and Scioto Downs due to weather, floods,
road construction or closures of primary access routes;

* work stoppages at Mountaineer, Presque Isle Downs and Scioto Downs;

* risks related to acts of terrorism, international conflicts or breaches of security affecting
Mountaineer, Presque Isle Downs and Scioto Downs; and
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* natural and other disasters affecting Mountaineer’s, Presque Isle Downs’ and Scioto Downs’
market.

The occurrence of any of these or similar events could have a material adverse effect on our
business, financial condition and results of operations.

We face significant competition from other gaming and racing facilities, and increased competition could have
a material adverse effect on us.

Gaming Operations. We face substantial competition in each of the markets in which our gaming
facilities are located. Some of the competitors have significantly greater name recognition and financial
and marketing resources than we do; some are permitted to conduct additional forms of gaming; and
some pay substantially lower taxes than we do, which may permit them to spend more for marketing
and promotions and thus gain a competitive advantage over us. All of our gaming operations primarily
compete with other gaming operations in their geographic areas. New expansion and development
activity is occurring in each of the relevant markets. These factors, as well as the legalization of other
forms of gaming in the markets in which our gaming facilities are located, including internet gaming,
may intensity competitive pressures and could have a material adverse effect on us. See “Approval of
gaming in Ohio creates significant new competition” below.

The primary competitors for Mountaineer and Presque Isle Downs are gaming operations in
Pennsylvania, and recently opened as well as contemplated gaming facilities in Ohio and Pennsylvania.
Additionally, Mountaineer competes with Wheeling Island Casino, located approximately 40 miles south
of Mountaineer in Wheeling, West Virginia and smaller gaming operations consisting of limited video
lottery machines conducted in local bars and fraternal organizations. Presque Isle Downs also competes
with Seneca Allegany Casino & Hotel in Salamanca, New York, approximately 75 miles away.

Scioto Downs’ competition consists of the Hollywood Casino Columbus, as well as smaller gaming
operations in Ohio commonly referred to as Internet/sweepstakes cafes. These unregulated
establishments offer services including internet time and computer access, in addition to offering games
such as poker and games that operate like slot machines.

All of our gaming operations also compete to a lesser extent with operations in other locations,
including Native American lands, and with other forms of legalized gaming in the United States,
including state-sponsored lotteries, on- and off- track wagering, high-stakes bingo, card parlors, and the
emergence of Internet gaming, including proposals at the state and federal levels that would legalize
various forms of internet gaming. In addition, casinos in Canada have likewise recently begun
advertising and increasing promotional activities in our target markets.

Racing and Pari-mutuel Operations. Our racing and pari-mutuel operations at Mountaineer,
Presque Isle Downs and Scioto Downs compete directly for wagering dollars with other racetracks/
casinos in Pennsylvania, West Virginia and Ohio, and to a lesser extent, other surrounding states.
Expanded competition would be created by additional racing/casino facilities to be constructed or
relocated to our market areas.

Mountaineer, Presque Isle Downs and Scioto Downs also compete for wagering dollars with
oft-track wagering facilities in Ohio and Pennsylvania; with racetracks across the country to have their
export signal carried by off-track wagering facilities and other guest sites; and for participation by
quality racehorses.

See “Business—Competition—Gaming Operations and Racing and Pari-mutuel Operations” which is
included elsewhere in this report for a detailed discussion of the competitive position of each of our
gaming and racing operations.
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Increased competition may require us to make substantial capital expenditures to maintain and
enhance the competitive positions of our properties, including updating slot machines to reflect
changing technology, refurbishing rooms and public service areas periodically, replacing obsolete
equipment on an ongoing basis, and making other expenditures to increase the attractiveness and add
to the appeal of our properties, including increased marketing and promotions. We cannot assure you
that we will have sufficient cash on hand or access to financing to fund such capital expenditures. In
addition, certain of our competitors have access to greater financial resources than we do, which may
permit them to make capital improvements that we do not have sufficient funding to make or purchase
newer slot or other equipment which could put us at a competitive disadvantage.

In a broader sense, our gaming operations face competition from all manners of leisure and
entertainment activities, including shopping, athletic events, television and movies, concerts and travel.
Increased competition from other gaming and racing facilities and other leisure and entertainment
activities could have a material adverse effect on our business, financial condition and results of
operations.

Approval of gaming in Ohio creates significant new competition.

On November 3, 2009, Ohio voters adopted a constitutional amendment (the “Constitutional
Amendment”) that permits a casino in each of Cleveland, Cincinnati, Toledo and Columbus. Horseshoe
Casino Cleveland, a casino in Cleveland which commenced gaming operations in May 2012, has
increased competition at both Mountaineer and Presque Isle Downs. Hollywood Casino Columbus,
since commencing gaming operations in October 2012, has increased competition at Scioto Downs.
Each casino may have up to 5,000 video lottery terminals as well as any other casino games authorized
in any state that borders Ohio. In addition, in June 2011, the Governor of Ohio authorized the
implementation of VLT gaming at Ohio’s existing seven racetracks, including Scioto Downs.

During the fourth quarter of 2012, approximately 73% of the total amount played in
Mountaineer’s slot machines was attributable to customers from Ohio and approximately 35% of the
total amount played in Presque Isle Downs’ slot machines was attributable to customers from Ohio. As
a result, we expect that gaming operations at Horseshoe Casino Cleveland and the future gaming
operations at the racetracks at both ThistleDown and Northfield Park (which are both located in the
Cleveland area and expected to open in 2013) will significantly compete with gaming operations at
Mountaineer and Presque Isle Downs. While VLT gaming at Scioto Downs has positively impacted our
financial condition and results of operations, we also expect that gaming activity at the planned Ohio
casinos and racinos may negatively impact our results of operations at Mountaineer and Presque Isle
Downs and that such negative impact may be material. Although we intend to be proactive in our
efforts to mitigate the effects of such competition, continuing to provide first-class customer service at
all of our facilities and continuing to manage and reduce our costs, casino gaming permitted pursuant
to the Constitutional Amendment and VLT gaming at racetracks in Ohio may materially and adversely
affect our results of operations.

On June 29, 2011, the Ohio legislature approved a bill that would permit any owner of an Ohio
racetrack eligible for a permit to operate VLI5 to apply to the Ohio State Racing Commission within a
two-year period following the effective date of the legislation for a transfer of its racetrack license. To
the extent that any such transfer is approved, the owner of such facility will be permitted to operate a
temporary facility at its new location while constructing or otherwise preparing its new track. Any
transfer of an existing racetrack license will be subject to payment of a relocation fee and any such
temporary facility will be required to meet minimum capital investment and structure requirements,
each to be established by the Ohio State Racing Commission. Penn National Gaming, Inc. has already
informed the Ohio State Racing Commission that it will seek permission to relocate its Columbus and
Toledo racetracks to Austintown, Ohio and Dayton, Ohio, respectively. Relocation of an existing
racetrack to Austintown, Ohio will create significant additional competition in one of our primary
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markets. We expect that such additional competition could have a material adverse effect on our
financial conditions and results of operations, particularly on our operations at Mountaineer.

Although licensed, VLT operations at Scioto Downs may be impacted by pending legal challenge and
legislation.

In June 2011, the Governor of Ohio announced a framework for the expansion of gaming in Ohio
including the installation of VLTS at Ohio’s existing horse racetracks. The Governor authorized and the
legislature ratified that each of Ohio’s seven racetracks, including Scioto Downs, will be permitted to
apply for a 3 year renewable VLT license. Each racetrack will be required to pay a $50 million license
fee. For the first ten years, we expect such VLT licenses to be granted only to the seven existing
racetracks. The VLT authorization provides that the commission applicable to VLT operations at
racetracks will be 66.5% of all VLT gross sales revenue and that the racetracks would be required to
invest at least $150 million in facilities within three years following licensure, including the cost of VLT
machines, with a maximum credit of $25 million for the value of existing facilities and land. It is our
belief that the authorization further provides that a racetrack may not operate until such racetrack
reaches an agreement that is acceptable to the horse racing industry (or in the alternative an
agreement with the Ohio Racing Commission) with respect to funds to benefit the horse racing
industry. In addition, the authorization provides that racetracks must open their facilities within three
years of being licensed.

In October 2011, the Ohio Lottery Commission approved rules and regulations for licensing VLT
operations at Ohio’s racetracks. Such rules were implemented by Executive Order by the Governor of
Ohio. The majority of the rules have been formally approved and obtained permanent status.
Additionally, the Ohio Racing Commission approved emergency rules by executive order that outline
the process for existing Ohio racetracks to relocate, subject to payment of a relocation fee of $25 or
$75 million depending upon location. The financial viability and economic benefits to be derived from
the relocation of a particular racetrack facility will also have to be proven prior to the approval of the
relocation. However, in order to operate VLTs at the racetracks we believe an agreement may need to
be reached by each racetrack with the horse racing industry (or in the alternative, the Ohio Racing
Commission) on funds to benefit the industry. We are also under the belief that the State of Ohio
reserves the right to determine the terms of such an agreement if one is not reached by the time VLT
sales are set to begin at each racetrack. See also “Risks Related to Our Business—We depend on
agreements with our horsemen and pari-mutuel clerks to operate our business”. During 2012, additional
legislation was passed that made changes to the law regarding guidelines for statewide education
management system, horse racing, VLT and casino gaming. As it relates to horseracing and VLIS, the
legislation establishes a minimum number of racing days and requires simulcast programs; refines the
procedures for licensing by the state lottery commission of lottery technology providers, testing
laboratories and gaming employees; and stipulates that certain propriety information provided by the
applicants for a VLTI-related license are confidential and not subject to disclosure.

VLT operations at the Ohio racetracks are the subject of litigation seeking to prevent such gaming
activities, which could potentially halt current or delay future commencement of VLT operations.
Specifically, on October 21, 2011, a lawsuit was tiled by a public policy group in Ohio challenging the
Ohio Governor and legislature’s approval of legislation authorizing VLTS at the racetracks. On
December 9, 2011, the Ohio Attorney General, on behalf of the Ohio Governor, filed a motion to
dismiss this lawsuit for failure to state a claim upon which relief can be granted, as well as on the
grounds that the plaintiffs identified in the lawsuit lack standing to bring their claims. The Company
and other racetracks and casinos filed motions to intervene in this matter and the motions were
approved in February 2012. The litigation was dismissed on May 30, 2012. The plaintiffs appealed the
decision on June 28, 2012. The matter has been briefed by the parties, who are awaiting a hearing date.
See “Legal Proceedings” which is included elsewhere in this report. Due to the lawsuit and other risk
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factors described herein, we cannot assure you that the operation of VLTS at the racetracks, including
Scioto Downs, will continue on the terms described above or of the timing of commencement of future
operations of VLIS at racetracks in Ohio.

Scioto Downs also competes with smaller gaming operations in Ohio commonly referred to as
Internet/sweepstakes cafes. These establishments offer services including internet time and computer
access, in addition to offering games such as poker and games that operate like slot machines. The
Internet cafes are not regulated like casino games and do not gencrate tax revenue. The Ohio General
Assembly is currently considering House Bill 7, a bill introduced by several ranking legislators that
would ban Internet cafes by defining use of the computers in these facilities as illegal gambling. A ban
or regulation of these facilities could be beneficial to our properties as well as other gaming operators
in Ohio and surrounding states as a result of possible reduction in competition.

Our business may be materially and adversely affected by recession or economic downturn; the seasonal
nature of our business could also materially and adversely affect our cash flows.

Our primary business involves leisure and entertainment. The economic health of the leisure and
entertainment industry is affected by a number of factors that are beyond our control, including:
(1) general economic conditions and economic conditions specific to our primary markets; (2) levels of
disposable income of patrons; (3) increased energy costs in the United States, including transportation
costs resulting in decreased travel by patrons; (4) local conditions in key gaming markets, including
seasonal and weather-related factors; (5) increases in gaming and racing taxes or fees; (6) competitive
conditions in the gaming, leisure and entertainment industry and in particular markets, including the
effect of such conditions on the pricing of our products; and (7) the relative popularity of
entertainment alternatives to gaming and racing that compete for the leisure dollar. Any of these
factors could materially adversely impact the leisure and entertainment industry generally, and as a
result, our business, financial condition and results of operations.

In addition, our operations at Mountaineer, Presque Isle Downs, and Scioto Downs are typically
seasonal in nature. Winter conditions may adversely affect transportation routes to our properties, as
well as cause cancellations of live horse racing. As a result, unfavorable seasonal conditions could have
a material adverse effect on our operations. It is unlikely that we will be able to obtain business
interruption coverage for casualties resulting from severe weather, and there can be no assurance that
we will be able to obtain casualty insurance coverage at affordable rates, if at all, for casualties
resulting from severe weather.

We are subject to extensive regulation by gaming and racing authorities.

We are subject to extensive state and local regulation. State and local authorities require us and
our subsidiaries to demonstrate suitability to obtain and maintain various licenses, and require that we
have registrations, permits and approvals, to conduct gaming and racing operations, to sell alcoholic
beverages and tobacco in our facilities and to operate our food service facilities. These regulatory
authorities may, for any reason set forth in applicable legislation or regulation, limit, condition, suspend
or revoke a license or registration to conduct gaming or racing operations or prevent us from owning
the securities of any of our gaming or racing subsidiaries. In addition, we must periodically apply to
renew many of our licenses or registrations. We cannot assure you that we will be able to obtain such
renewals. Any failure to maintain or renew our existing licenses, registrations, permits or approvals
would have a material adverse effect on us. In addition, to enforce applicable laws and regulations,
regulatory authorities may levy substantial fines against or seize the assets of our company, our
subsidiaries or the people involved in violating gaming laws or regulations. Any of these events could
have a material adverse effect on our business, tinancial condition and results of operations.
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If current laws are modified, or if additional laws or regulations are adopted, there could be a
material adverse effect on us. From time to time, legislators and special interest groups have proposed
legislation that would restrict or prevent gaming or racing operations in the jurisdictions in which we
operate. Other laws, such as smoking bans, do not specifically restrict gaming operations but, as a
practical matter, make gaming facilities less attractive to gaming patrons and can result in substantially
reduced revenues. Restriction on or prohibition of our gaming or racing operations, whether through
legislation or litigation, could have a material adverse effect on our business, financial condition and
results of operations.

We pay substantial taxes and fees with respect to our operations. From time to time, federal, state
and local legislators and officials have proposed changes in tax laws, or in the administration of such
laws, affecting the gaming and racing industry. It is not possible to determine with certainty the
likelihood of changes in tax laws or in the administration of such laws. Changes in the tax laws or
administration of those laws, if adopted, could have a material adverse effect on our business, financial
condition and results of operations.

We depend on agreements with our horsemen and pari-mutuel clerks to operate our business.

The Federal Interstate Horse Racing Act and the state racing laws in West Virginia, Ohio and
Pennsylvania require that, in order to simulcast races, we have written agreements with the horse
owners and trainers at those racetracks. In addition, in order to operate slot machines in West Virginia,
we are required to enter into written agreements regarding the proceeds of the slot machines (a
“proceeds agreement”) with a representative of a majority of the horse owners and trainers and with a
representative of a majority of the pari-mutuel clerks. In Pennsylvania and Ohio, we must have an
agreement with the representative of the horse owners. We have the requisite agreements in place with
the horsemen at Mountaineer until December 31, 2015. With respect to the Mountaineer pari-mutuel
clerks, we have a labor agreement in force until November 30, 2015, and a proceeds agreement until
April 14, 2013. We are required to have a proceeds agreement in eftfect on July 1 of each year with the
horsemen and the pari-mutuel clerks as a condition to renewal of our video lottery license for such
year. If the requisite proceeds agreement is not in place as of July 1 of a particular year, Mountaineer’s
application for renewal of its video lottery license could be denied, in which case Mountaineer would
not be permitted to operate either its slot machines or table games. With respect to the horsemen at
Scioto Downs, we continue to negotiate in anticipation of entering into a new contract. In the interim,
we continue to honor the terms of our previous contract, which expired on November 29, 2012.
Pursuant to a memorandum of understanding with the Ohio Racing Commission, Scioto Downs has
established an escrow account in to which an amount equal to 9% of video lottery terminal gross
revenue is deposited for the benefit of the horsemen principally for purse funds (“Horsemen fee”).
While we do not expect the Horsemen fee to be raised above the current 9% over the next twelve
months, the Horsemen fee could be raised to as much as 11% by the state of Ohio. The escrow
agreement, although subject to change, is expected to remain in effect until an agreement is reached
with the horsemen. Presque Isle Downs has the requisite agreement in place with the Pennsylvania
Horsemen’s Benevolent and Protective Association until March 13, 2015, with automatic two-year
renewals unless either party provides written notice of termination at least ninety (90) days prior to the
scheduled renewal date. With the exception of the respective Mountaineer and Presque Isle Downs
horsemen’s agreements, the agreement between Mountaineer and the pari-mutuel clerks’ union
described above and the Scioto Downs escrow agreement, each of the agreements referred to in this
paragraph may be terminated upon written notice by either party.
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If we fail to maintain operative agreements with the horsemen, we will not be permitted to
conduct live racing and export and import simulcasting at those racetracks, and, in West Virginia, we
will not be permitted to operate our slot machines and table games (including if we do not have in
place the required proceeds agreement with the Mountaineer pari-mutuel clerks union) and, in
Pennsylvania, we will not be permitted to operate our slot machines and table games. In addition, our
simulcasting agreements are subject to the horsemen’s approval. If we fail to renew or modify existing
agreements on satisfactory terms, this failure could have a material adverse effect on our business,
financial condition and results of operations. In Ohio, while we currently do not have an agreement
with the horsemen as discussed above, we continue to operate under the former agreement with the
consent of the horsemen and the Ohio Racing Commission until such time as a new agreement can be
reached. Additionally, we have created an escrow account, again with the consent of the horsemen and
Ohio Racing Commission, which provides the horsemen with 9% of video lottery terminal gross
revenue to fund purses and their operations.

We are required to schedule a minimum number of live racing days in West Virginia, Pennsylvania and Ohio.

All of the states in which we conduct live racing impose requirements with respect to the minimum
number of live race dates annually. The gaming laws and regulations of West Virginia, Pennsylvania
and Ohio, the states in which our racetracks operate slot machines and casino table games, likewise
impose conditions on gaming operations for the satisfaction of live racing requirements. Live racing
days typically vary in number from year to year and are based on a number of factors, including the
number of suitable race horses and the occurrence of severe weather, many of which are beyond our
control, as well as our agreements with the horsemen’s associations that represent the owners and
trainers who race at our tracks. If we fail to meet the minimum live racing day requirements at
Mountaineer, we would be prohibited under West Virginia law from conducting simulcast racing or
renewing our gaming license at Mountaineer. Additionally, the failure to meet the required minimum
number of days at Presque Isle Downs would result in immediate suspension of the slot machine
license. Furthermore, should we be precluded from offering simulcast racing or slot machine gaming at
Mountaineer or slot machine gaming at Presque Isle Downs, such preclusion would have a material
adverse effect on our business, financial condition, results of operations and ability to meet our
payment obligations under our various debt instruments. However, in Ohio, despite the minimum
racing day requirements set forth in the Ohio statutes and regulations, the number of race days may be
reduced by agreement between the racetrack operator and the horsemen, with approval from the
Racing Commission.

Our gaming operations are dependent on our linkage of slot machines to state central systems.

Our gaming operations at Mountaineer, Presque Isle Downs and Scioto Downs are dependent on
our linkage to the states’ central systems. Our equipment is connected to these central systems by
telephone lines. The central systems track all gaming activity. If the operation of the central systems
were disrupted for any reason, including disruption of telephone service, we believe that the states
would suspend all gaming operations within the states until normal operation of the systems was
restored. Any such suspension could cause a material disruption of our gaming operations and any of
the foregoing difficulties could have a material adverse effect on our business, financial condition and
results of operations.

We may face disruption in developing and integrating facilities we may expand or acquire, including
financing, construction and other development risk.

The development and integration of facilities we may expand or acquire in the future will require
the dedication of management resources that may temporarily detract attention from our day-to-day
business. The process of developing and integrating these operations also may interrupt the activities of
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that business, which could have a material adverse effect on our business, financial condition and
results of operations. We cannot assure you that we will be able to manage the combined operations
effectively or realize any of the anticipated benefits of these new or expanded operations.

We are or may become involved in legal proceedings that could impact our financial condition.

From time to time, we are defendants in various lawsuits relating to matters incidental to our
business. Because we accommodate large numbers of patrons and employ many people, our business
operations subject us to the risks of lawsuits filed by patrons, past and present employees, competitors,
business partners and others in the ordinary course of business. No assurance can be provided as to the
outcome of these matters and whether our policies of insurance will be sufficient to pay any or all
potential losses, which could result in settlements or damages that could have a material adverse effect
on our business, financial condition and results of operations.

We depend on our key personnel.

We are highly dependent on the services of Jeffrey J. Dahl, our President and Chief Executive
Officer, and other named executive officers and key employees. We have entered into an employment
agreement with Mr. Dahl, which will expire on January 10, 2014. We have also entered into
employment agreements with certain other officers and key managers. The loss of the services of any of
these individuals could have a material adverse effect on our business, financial condition and results of
operations.

We are subject to environmental laws and potential exposure to environmental liabilities.

We are subject to various federal, state and local environmental laws and regulations that govern
activities that may have adverse environmental effects, such as discharges to air and water, as well as
the management and disposal of solid, animal and hazardous wastes and exposure to hazardous
materials. These laws and regulations, which are complex and subject to change, include United States
Environmental Protection Agency and state laws and regulations that address the impacts of manure
and wastewater generated by Concentrated Animal Feeding Operations (“CAFO”) on water quality,
including, but not limited to, storm water discharges. CAFO regulations include permit requirements
and water quality discharge standards. Enforcement of CAFO regulations has been receiving increased
governmental attention. Compliance with these and other environmental laws can, in some
circumstances, require significant capital expenditures. For example, we may incur future costs under
existing and new laws and regulations pertaining to storm water and wastewater management at our
racetracks. Moreover, violations can result in significant penalties and, in some instances, interruption
or cessation of operations.

We also are subject to laws and regulations that create liability and cleanup responsibility for
releases of regulated materials into the environment. Certain of these laws and regulations impose
strict, and under certain circumstances joint and several liability on, a current or previous owner or
operator of property for the costs of remediating regulated materials on or emanating from its
property. The presence of, or failure to remediate properly, such materials may materially adversely
affect the ability to sell or rent such property or to borrow funds using such property as collateral.
Additionally, the owner of a facility may be subject to claims by third parties based on damages and
costs resulting from environmental contamination at or emanating from third party sites when the
owner sent wastes for disposal or treatment.

See “Business—Competition—£Environmental Matters” which is included elsewhere in this report
for a detailed discussion.
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The evolution of the slot machine manufacturing industry could impose additional costs on us.

A majority of our revenues are attributable to slot machines operated by us at our casinos. It is
important, for competitive reasons, that we offer to our customers the most popular and up-to-date slot
machine games with the latest technology. We continue to upgrade our older slot machines with newer
and more advanced interactive electronic games.

For competitive reasons, we may be forced to purchase new slot machines or enter into
participating lease arrangements that are more expensive than our current costs associated with the
continued operation of our existing slot machines. Slot machine lease arrangements typically require
the payment of a fixed daily rental and participation agreements include payment of a percentage of
coin-in or net win amounts. Generally, a participating lease is substantially more expensive over the
long term than the cost to purchase a new machine. If the newer slot machines do not result in
sufficient incremental revenues to offset the increased investment and participating lease costs, it could
have an adverse effect on our profitability.

Risks Related to Our Capital Structure

Our substantial indebtedness could adversely affect our financial health and prevent us from fulfilling our
obligations under the Notes.

On August 1, 2011, we completed our refinancing and the offering of $565 million in aggregate
principal amount of Senior Secured Second Lien Notes due August 1, 2019 (the “Notes”) at an issue
price equal to 97% of the aggregate principal amount of the Notes. The Notes were issued pursuant to
an indenture, dated as of August 1, 2011 (the “Indenture”), among the Company, Mountaineer
Park, Inc., Presque Isle Downs, Inc., Scioto Downs, Inc. (each, a wholly-owned subsidiary of the
Company and as a guarantor, the “Guarantors”) and Wilmington Trust, National Association, as
Trustee and as Collateral Agent. Substantially concurrently with the closing of the offering, we
terminated our former credit facility and entered into a new senior secured revolving credit facility (the
“Credit Facility”’) with a borrowing availability of $20.0 million and a maturity date of August 1, 2016.
No amounts have been drawn under the Credit Facility.

As of December 31, 2012, including $5.7 million of PIK interest notes issued during 2012, we had
$570.7 million of indebtedness outstanding and $20.0 million of unused commitments under the Credit
Facility. Our substantial indebtedness could have important consequences. For example, it could:

* make it more difficult for us to satisfy our obligations with respect to the Notes and our other
indebtedness, which could in turn result in an event of default on the Notes or such other
indebtedness;

* limit our ability to borrow additional funds or to sell assets to raise funds, if needed, for working
capital, capital expenditures, acquisitions or other purposes;

* increase our vulnerability to adverse economic and industry conditions;

* require us to dedicate a substantial portion of our cash flow from operations to payments on our
debt, thereby reducing funds available for operations, future business opportunities or other
purposes, such as funding our working capital and capital expenditures;

* limit our flexibility in planning for, or reacting to, changes in the business and industry in which
we operate;

* affect our ability to satisfy financial suitability standards prerequisite to obtaining new gaming or
racing licenses and renewal of existing licenses;

* place us at a competitive disadvantage compared to certain competitors that have
proportionately less debt; and
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* prevent us from raising the funds necessary to repurchase all Notes tendered to us upon the
occurrence of a change of control, which would constitute a default under the Indenture
governing the Notes, which in turn would trigger a default under the Credit Facility if the Credit
Facility remains outstanding after such change of control.

The occurrence of any one of these events could have a material adverse effect on our business,
financial condition, results of operations, prospects or ability to satisfy our obligations under the Notes.

In addition, we and our future subsidiaries, if any, may be able to incur substantially more debt in
the future. Although our Credit Facility and the Indenture governing the Notes contain restrictions on
our incurrence of additional indebtedness, these restrictions are subject to a number of qualifications
and exceptions and, under certain circumstances, indebtedness incurred in compliance with these
restrictions could be substantial. The terms of the Indenture will permit us to incur additional
indebtedness, including additional secured and unsecured indebtedness. Such additional indebtedness
may intensify the risks we face as a result of our substantial indebtedness and, to the extent such
indebtedness is secured, could negatively impact the ability of the holders of Notes to realize the
proceeds of collateral distributed in connection with any foreclosure, insolvency, liquidation,
reorganization, dissolution or similar proceedings.

Our Credit Facility and the Indenture governing the Notes contain various covenants limiting the discretion of
our management in operating our business and could prevent us from capitalizing on business opportunities
and taking some corporate actions.

Our Credit Facility and the Indenture governing the Notes impose significant operating and
financial restrictions on us. These restrictions will limit or restrict, among other things, our ability and
the ability of our restricted subsidiaries to:

¢ incur additional indebtedness;

* make restricted payments;

* make investments;

e create, incur or suffer to exist liens;
* sell assets;

* enter into agreements restricting our subsidiaries’ ability to pay dividends, make loans or transfer
assets to us;

* engage in transactions with affiliates; and
* consolidate, merge or sell all or substantially all of our assets.

These restrictions on our ability to operate our business could seriously harm our business by,
among other things, limiting our ability to take advantage of financing, merger and acquisition and
other business opportunities.

Various risks, uncertainties and events beyond our control could affect our ability to comply with
these covenants. Failure to comply with any of the covenants in our existing or future financing
agreements (including the Indenture governing the Notes and the Credit Facility) could result in a
default under those agreements and under other agreements containing cross-default provisions. A
default would permit lenders to accelerate the maturity of the indebtedness under these agreements,
terminate any funding commitments and foreclose upon any collateral securing such indebtedness.
Under these circumstances, we might not have sufficient funds or other resources to satisty all of our
obligations, including our obligations under the Notes. We would, therefore, be required to seek
alternative sources of funding, which may not be available on commercially reasonable terms, terms as
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favorable as our current agreements or at all, or face bankruptcy. If we are unable to refinance our
indebtedness or find alternative means of financing our operations, we may be required to curtail our
operations or take other actions that are inconsistent with our current business practices or strategy.
We cannot assure you that we will be able to maintain compliance with these covenants in the future
and, if we fail to do so, that we will be able to obtain waivers from the lenders or amend the
covenants.

Our ability to generate cash depends on many factors beyond our control, and we may not be able to generate
the cash required to service our debt.

Our ability to make payments on, or repay or refinance, our indebtedness, including the Notes,
and to fund planned capital expenditures, will depend largely upon our future operating performance.
Our future performance, to a certain extent, is subject to general economic, financial, competitive,
legislative, regulatory and other factors that are beyond our control. In particular, if adverse regional
and national economic conditions persist, worsen, or fail to improve significantly, we could experience
decreased revenues from our operations attributable to decreases in consumer spending levels and
could fail to generate sufficient cash to fund our liquidity needs or fail to satisfy the financial and other
restrictive covenants that we are subject to under our indebtedness. In addition, our ability to borrow
funds in the future to make payments on our indebtedness will depend on the satisfaction of the
covenants in the Indenture governing the Notes, the Credit Facility and our other debt agreements, and
other agreements we may enter into in the future. We cannot assure you that our business will generate
sufficient cash flow from operations or that future borrowings will be available to us under the Credit
Facility or from other sources in an amount sufficient to enable us to pay our indebtedness, including
the Notes, or to fund our other liquidity needs.

We cannot assure you that we will be able to refinance any of our indebtedness, including our
indebtedness under the Credit Facility, on commercially reasonable terms or at all. In particular, the
Credit Facility will mature prior to the maturity of the Notes. If we were unable to make payments or
refinance our indebtedness or obtain new financing under these circumstances, we would have to
consider other options, such as the sale of assets, the sales of equity and/or negotiations with our
lenders to restructure the applicable indebtedness. The Indenture governing the Notes, the Credit
Facility and our other debt instruments may restrict, or market or business conditions may limit, our
ability to take some or all of these actions.

If we default on our obligations to pay our other indebtedness, we may not be able to make payments on the
Notes.

If we are unable to generate sufficient cash flow and are otherwise unable to obtain funds
necessary to meet required payments of principal, or premium, if any, and interest on our indebtedness,
or if we otherwise fail to comply with the various covenants, including financial and operating
covenants, in the instruments governing our indebtedness, we could be in default under the terms of
the agreements governing such indebtedness. In the event of such default, the holders of such
indebtedness could elect to declare all the funds borrowed thereunder to be due and payable, together
with accrued and unpaid interest, cease making further loans and institute foreclosure proceedings
against our assets, and we could be forced into bankruptcy or liquidation. Any default under the
agreements governing our indebtedness, including a default under the Credit Facility that is not waived
by the required lenders, and the remedies sought by the holders of such indebtedness, could render us
unable to pay the principal, premium, if any, and interest on the Notes and substantially decrease the
market value of the Notes.

ITEM 1B. UNRESOLVED STAFF COMMENTS.

None.
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ITEM 2. PROPERTIES.

The following describes our principal real properties as of March 1, 2013:

The Mountaineer Casino, Racetrack & Resort. 'We own approximately 1,730 acres of land in
Chester, Hancock County, West Virginia, of which the resort occupies approximately 213 acres and the
Woodview Golf Course occupies approximately 163 acres. The property also includes a one-mile all
weather, lighted thoroughbred racetrack and an enclosed grandstand, clubhouse and related facilities
for the horses, jockeys and trainers. Included in the 1,730 acres of land is approximately 1,350 acres of
land that are considered non-operating real properties that we intend to sell.

Presque Isle Downs & Casino. The clubhouse and thoroughbred racetrack is located on a 272-acre
site that we own in Summit Township, Erie County, Pennsylvania. Of this site, approximately 58 acres
are dedicated to the public as open space. The site includes barns and related facilities for the horses,
jockeys and trainers. In addition, we own two other parcels of land; a 213-acre site in McKean
Township, Pennsylvania; and an 11-acre site in Summit Township that formerly housed an off-track
wagering facility. These two properties are considered non-operating real properties that we intend to
sell.

Scioto Downs. Scioto Downs owns approximately 208 acres of land in Columbus, Ohio that serves
as the site for the gaming facility and harness racetrack. In addition, there is parking, a grandstand,
clubhouse and dining facilities, as well as barns and stables.

See “Business—Properties” which is included elsewhere in this report for additional description of
our principal properties.

Substantially all of our assets are pledged to secure the debt evidenced by the Senior Secured
Second Lien Notes and the Credit Agreement by and among us, our operating subsidiaries and
JPMorgan Chase Bank, N.A. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operation—Liquidity and Sources of Capital” which is included elsewhere in this report.

ITEM 3. LEGAL PROCEEDINGS.

We are a party to various lawsuits, which have arisen in the normal course of our business.
Estimated losses are accrued for these lawsuits and claims when the loss is probable and can be
estimated. The current liability for the estimated losses associated with those lawsuits is not material to
our consolidated financial condition and those estimated losses are not expected to have a material
impact on our results of operations.

On April 15, 2011, Messrs. Edson R. Arneault (the Company’s former chairman, president and
chief executive officer) and Gregory J. Rubino, as co-plaintiffs, initiated legal action against individual
members and employees of the Pennsylvania Gaming Control Board, the Company, as well as certain
of our former and current officers and directors, Presque Isle Downs, Inc., Leonard Ambrose, III,
Nicholas C. Scott and Scott’s Bayfront Development, Inc. The lawsuit alleges a conspiracy by Company
officials and the Pennsylvania Gaming Control Board to violate Messrs. Arneault and Rubino’s due
process and equal protection rights, as well as claims for promissory estoppel and unjust enrichment
(the “Complaint”). Mr. Arneault is seeking recovery of legal fees relating to the renewal of his
Pennsylvania gaming license and Mr. Rubino is seeking amounts he alleges are owing under his former
consulting agreement with the Company and Presque Isle Downs, Inc. The Company, Presque Isle
Downs, Inc. and its former and current officers and directors that are parties to this action submitted
Dispositive Motions and, on March 28, 2012, the litigation was dismissed. The co-plaintifts appealed the
decision on April 4, 2012 and in an Opinion dated February 7, 2013, the appeals court affirmed the
lower court decision. The co-plaintiffs time to move for reconsideration has expired.
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On April 17, 2010, Presque Isle Downs, Inc. initiated legal action which named as defendants
Dwayne Cooper Enterprises, Inc. (“DCE”), Turner Construction Company, and Rectenwald Buehler
Architects, Inc. f/k/a Weborg Rectenwald Buehler Architects, Inc. with respect to the surveillance
system that was installed as part of the original construction of Presque Isle Downs which opened on
February 28, 2007. Shortly after the opening of Presque Isle Downs, it was discovered that certain
equipment components of the surveillance system that were installed by DCE were defective or
malfunctioning. Furthermore, various components of the surveillance system that DCE was required to
install were not installed. As a result, during 2008, Presque Isle Downs was required to replace certain
equipment components of the surveillance system at a cost of $1.9 million, and to write-off
approximately $1.5 million related to the net book value of the equipment that was replaced. On
April 5, 2011, Presque Isle Downs received a default judgment in the amount of $2.7 million against
DCE for the failure to answer or otherwise respond to Presque Isle Downs’ complaint. We are
continuing our efforts of attempting to enforce the judgment. Any proceeds that may be received will
be recorded as the amounts are realized.

Scioto Downs, Inc., in order to protect its right to VLT gaming, pursuant to its conditional License
granted by the Ohio Lottery Commission, successfully intervened in a lawsuit filed by a public policy
group in Ohio challenging certain aspects of the casino referendum and the Ohio Governor’s and
legislature’s approval of legislation authorizing VLIS at Ohio’s seven horse racetracks. Relators, the
plaintiffs, among other claims against Ohio’s casinos, allege that VLTs were not contemplated by Ohio’s
constitutional amendment permitting casinos in Ohio. Dispositive Motions were filed by the Ohio
Attorney General, Scioto Downs, Inc. and others on February 20, 2012, and, on May 30, 2012, the
litigation was dismissed. On March 13, 2013, the appeals court affirmed the lower court decision. At
this time, we are uncertain as to whether the plaintiffs will file an appeal to the Ohio Supreme Court.

In October 2005, we sold all but 24 of the 229 acres of real property, known as the International
Paper site, to the Greater Erie Industrial Development Corporation, a private, not-for-profit entity that
is managed by the municipality (the “GEIDC”). On October 1, 2009, the GEIDC initiated legal action
against Presque Isle Downs alleging breach of contract regarding clean fill dirt which the GEIDC
claims was supposed to be furnished as a result of the sale. On December 14, 2011, the Erie County
Court of Common Pleas ruled in favor of the GEIDC, awarding $0.7 million in damages, including
interest. Presque Isle Downs timely filed its appeal on January 13, 2012; however, the judgment and
related interest were accrued and reflected as part of accrued liabilities in the accompanying
consolidated balance sheets at December 31, 2012 and December 31, 2011. Pending the appeal process,
we were required to post a surety bond in the amount of 120% of the judgment, or approximately
$0.8 million, which was collateralized by a cash deposit and is reflected as part of restricted cash in the
consolidated balance sheets at December 31, 2012. On October 30, 2012, the appeal was argued before
the Pennsylvania Superior Court. No opinion has been rendered as of the filing date of this Annual
Report on Form 10-K with the Securities and Exchange Commission.

ITEM 4. MINE SAFETY DISCLOSURES.
Not applicable.
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PART 11

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS, AND ISSUER PURCHASES OF EQUITY SECURITIES.

Our Common Stock is quoted on the NASDAQ Global Select Market under the symbol “MNTG”.
On March 12, 2013, the NASDAQ Official Closing Price for our common stock was $4.04. As of
March 12, 2013, there were 756 of record holders of our common stock.

We are prohibited from paying any dividends without our lenders’ consent. We historically have
not paid cash dividends and do not intend to pay such dividends in the foreseeable future.

The following table sets forth the range of high and low bid price quotations for our common
stock for the two fiscal years ended December 31, 2011 and 2012. These quotes are believed to be
representative of inter-dealer quotations, without retail mark-up, mark-down or commission, and may
not necessarily represent actual transactions.

Stock Price
High Low
Year Ended December 31, 2011:
First Quarter ... ... .. .. i i e e e 2.83 1.98
Second QUATTET .. ..ot i i e e e 324 231
Third Quarter. . ... .. e 319 1.85
Fourth Quarter . . .. ... .. . e 2.05 1.30
Year Ended December 31, 2012:
First Quarter . ... .. it e e 524 1.86
Second Quarter . ...... ... ... e e 572 4.24
Third Quarter. . . .. .. ... e e 526 3.20
Fourth Quarter . . . .. .. ... . .. . e 429 274

The NASDAQ Global Select Market imposes, among other requirements, listing maintenance
standards including minimum bid and public float requirements. In particular, NASDAQ rules require
us to maintain a minimum bid price of $1.00 per share of our common stock. If the closing bid price of
our common stock falls below $1.00 per share for 30 consecutive business days, we would fail to be in
compliance with NASDAQ’s continued listing standards and, if we are unable to cure the
non-compliance within 180 days, our common stock may be delisted from NASDAQ. As of March 12,
2013, our common shares have not traded below the applicable $1.00 minimum closing bid requirement
for 30 consecutive business days.

Equity Compensation Plan Information

The following table sets forth information as of December 31, 2012, with respect to compensation
plans under which equity securities of the Company are authorized for issuance.

Number of securities
remaining available for

Number of securities to Weighted-average future issuance under
be issued upon exercise exercise price of equity compensation plans
of outstanding options, outstanding options, (excluding securities
Plan Category warrants and rights warrants and rights reflected in column (a))
(a) (b) (c)
Equity compensation plans approved
by security holders .. ........... 1,803,123 $3.88 1,742,734
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The Company previously maintained a 2000 Employee Stock Incentive Plan, a 2001 Employee
Stock Incentive Plan, a 2002 Employee Stock Incentive Plan, a 2004 Employee Stock Incentive Plan, a
2005 Employee Stock Incentive Plan and a 2007 Employee Stock Incentive Plan (collectively, the “Prior
Plans”). During 2010, the stockholders approved and the Company implemented, the 2010 Long-Term
Incentive Plan (the “2010 Plan”) so that it had a single vehicle for granting long-term incentive awards
going forward, and to have the ability to grant certain forms of incentive awards previously not
available under the Prior Plans. While the 2010 Plan replaced the Prior Plans as the means pursuant to
which we grant long-term incentive awards to executive officers, certain key employees and
non-employee directors, awards granted under the Prior Plans will remain in place subject to the terms
and conditions of the Prior Plans.

Stock Performance Graph

The following graph demonstrates a comparison of cumulative total returns of the Company, the
NASDAQ Market Index (which is considered to be a broad index) and an industry peer group index
based upon companies which are publicly traded with the same four digit standard industrial
classification code (“SIC”) as the Company (SIC 7990—Miscellancous Amusement and Recreational
Services) for the past five years since December 31, 2007. The following graph assumes $100 invested
in each of the above groups and the reinvestment of dividends.

COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN
AMONG MTR GAMING GROUP, INC,,
NASDAQ MARKET INDEX AND SIC CODE INDEX
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Year Ended
Index Description 12/31/2007  12/31/2008  12/31/2009  12/31/2010  12/31/2011  12/31/2012
MTR GAMING GROUP, INC. . ... $100.00 $24.74 $19.15 $ 2990 $2754 § 61.41
NASDAQ MARKET INDEX .. . ... 100.00 59.97 87.15 102.86 102.00 120.11
SIC CODE INDEX(1) . .......... 100.00 45.33 60.67 75.30 89.13 128.98

(1) The peer group includes, but is not limited to, the following companies: American Vantage
Companies, Elsinore Corp, Florida Gaming Corporation, GameTech International, Inc., Great
Canadian Gaming Corporation, Lakes Entertainment, Inc., Littlefield Corporation, Lottery &
Wagering Solutions, Nevada Gold & Casinos, Inc., Spectre Gaming, and Table Trac.
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ITEM 6. SELECTED FINANCIAL DATA.

The following table sets forth summary consolidated financial and other data as of and for each of
the five years ended December 31, 2012. The summary consolidated financial data have been derived
from our audited consolidated financial statements of the Company, certain of which are included
elsewhere in this report, and should be read in conjunction with those consolidated financial statements
and the accompanying related notes, and with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” also included elsewhere herein.

Fiscal Years Ended December 31,
2012(1) 2011 2010(2) 2009 2008
(dollars in thousands, except per share amounts)

Statement of Operations Data:

Revenues:

Gaming . ....... ... ... i $445.848 $385300 $382,514 $400,583 $418,055

Pari-mutuel commissions . . ............. 10,368 10,206 11,181 12,806 14,454

Food, beverage and lodging . . . ... ....... 36,489 32,617 32,265 31,973 35,963

Other........ ... .. 11,392 11,058 8,737 8,764 10,300
Total revenues . . .......... . ... .. ..., 504,097 439,181 434,697 454,126 478,772

Less promotional allowances . ........... (14,098)  (11,095) (9,806)  (9,971) (7,921)
Net revenues . .. ....ovvn ... 489,999 428,086 424,891 444,155 470,851
Operating income(3) ................... 65,955 47,572 47,759 22,847 38,234
Loss from continuing operations(4) ... ...... (5,447) (51,153) (4,963) (23,698) (4,386)
(Loss) income from discontinued

operations(5)(6) . ............ .. ... .. 277) 788 (153) 1,160  (13,325)
Netloss. . .oovoiii ... $ (5,724) $(50,365) $ (5,116) $(22,538) $(17,711)
Loss per share from continuing operations:

Basic . ... ... .. $ (020) $ (1.84) $ (0.18) $ (0.86) $ (0.16)

Diluted ........... ... ... ... ... $ (020) $ (1.84) § (0.18) § (0.86) $ (0.16)
Balance Sheet Data:
Cash and cash equivalents ............... $115,113 $ 85,585 $ 53,820 §$ 44,755 §$ 29,011
Working capital . ........... ... ... ... 45,342 45,479 28,824 26,281 407
Current assets . ... 134,681 102,392 70,512 72,160 71,095
Current liabilities . . . ................... 89,339 57,155 41,688 45,879 70,688
Total assets . ......... ... ... 679,075 640,871 493,509 503,013 527,710
Long-term obligations (current portion). . . ... — —_ 1,255 6,618 20,498
Long-term obligations (net of current portion) . 556,716 548,933 376,830 375,885 357,112
Total liabilities . .. ..................... 665,382 622,544 425,274 429,740 432,107
Total stockholders’ equity ... ............. 13,693 18,327 68,235 73,273 95,603

(1) The operations of the VLT gaming facility at Scioto Downs commenced June 1, 2012.
(2) Presque Isle Downs commenced table gaming on July 8, 2010.

(3) Operating income for 2012 includes (i) project-opening costs of $2.7 million related to Scioto
Downs; and (ii) other regulatory gaming assessment costs of $0.4 million related to Presque Isle
Downs (See “Management’s discussion and analysis of financial condition and results of
operations” which is included elsewhere in this report).

Operating income for 2011 includes (i) a lease bonus payment of $2.1 million related to the lease
of mineral rights on land parcels that Mountaineer controls or holds the mineral rights;
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4)

)

(6)

(ii) project-opening costs of S0.2 million related to Presque Isle Downs and Scioto Downs;

(iii) impairment losses in the aggregate amount of $0.7 million related to non-operating real
properties; and (iv) other regulatory gaming assessment costs of $5.9 million related to Presque
Isle Downs (See “Management’s discussion and analysis of financial condition and results of
operations” which is included elsewhere in this report).

Operating income for 2010 includes (i) project-opening costs of $1.4 million related to Presque Isle
Downs which commenced table gaming on July 8, 2010; (ii) other regulatory gaming assessment
costs of $0.8 million related to Presque Isle Downs; and (iii) strategic costs of $0.5 million
associated with lobbying and gaming efforts in Ohio.

Operating income for 2009 includes (i) impairment losses in the aggregate amount of $10.4 million
related to non-operating real properties and $1.5 million that fully impaired the goodwill for
Mountaineer; (ii) strategic costs of $9.8 million associated with lobbying and gaming efforts in
Ohio; and (iii) a charge of $1.6 million related to a legal settlement with a former Chairman,
President and Chief Executive Officer.

Operating income for 2008 includes (i) a loss on disposal of property of $2.1 million associated
with the corporate residence and associated real property and furnishings that was conveyed to a
former Chairman, President and Chief Executive Officer on May 1, 2009; and (ii) a $1.5 million
loss on the disposal of certain equipment components of Presque Isle Downs’ surveillance system
that were defective and malfunctioning.

Loss from continuing operations for 2012 includes an income tax valuation allowance of
$3.2 million that was provided in excess of the Company’s deferred tax benefits.

Loss from continuing operations for 2011 includes (i) a loss on debt extinguishment in the
aggregate amount of $34.4 million resulting from the write-ofts of deferred financing fees and
original issue discount and the payment of tender and redemption fees to the holders of our
repurchased $260 million 12.625% Senior Secured Notes and our repurchased $125 million 9%
Senior Subordinated Notes (See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Liquidity and Sources of Capital” which is included elsewhere in this
report); and (ii) an income tax valuation allowance of $3.9 million that was provided in excess of
the Company’s deferred tax benefits.

Loss from continuing operations for 2009 includes (i) a loss on debt modification in the aggregate
amount of $1.8 million resulting from the write-offs of deferred financing fees; and (ii) a loss on
debt extinguishment of $1.3 million resulting from the write-off of deferred financing fees and
payment of consent fees to the holders of our repurchased $130 million 9.75% Senior Unsecured
Notes.

Loss from continuing operations for 2008 includes a loss on debt modification in the aggregate
amount of $3.8 million resulting from the write-offs of deferred financing fees.

The operating results MTR-Harness, Inc. and North Metro Harness Initiative, LLC (dba Running
Aces Harness Park) were reflected as discontinued operations in 2009. Corresponding
reclassifications have been made to the presentation of the prior periods.

The operating results for Binion’s Gambling Hall & Hotel, the Ramada Inn and Speedway Casino,
Jackson Racing, Inc. and Jackson Trotting Association, LLC (d/b/a Jackson Harness Raceway) were
reflected as discontinued operations in 2008. Corresponding reclassifications have been made to
the presentation of the prior periods.

Loss from discontinued operations for 2012 includes expense of $0.3 million related to the
scttlement of a matter related to a former employee of Jackson Racing, Inc.
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Income from discontinued operations for 2011 includes $0.9 million received as a settlement
payment relating to the sale of Binion’s.

Income from discontinued operations for 2009 includes an income tax benefit of $2.9 million
related to the realization of deferred tax assets associated with impairment losses of $8.7 million
recorded in 2008.

Loss from discontinued operations for 2008 includes (i) an impairment loss of $8.7 million related
to our investment in North Metro Harness Initiative, LLC (for which it could not be determined
until 2009 that a $2.9 million tax benefit could be realized); and (ii) an impairment loss of

$2.6 million ($2.1 million net of tax) related to our investment in Jackson Trotting

Association, LLC.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS.

The following discussion and analysis, including the critical accounting policies contained herein,
should be read in conjunction with our consolidated financial statements and the related notes which
are included elsewhere in this report.

Our historical operating results may not be indicative of our future results of operations because of
the factors discussed in “Business—Cautionary Statement Forward-Looking Information” which is
included elsewhere in this report.

Overview

We were incorporated in March 1988 in Delaware under the name “Secamur Corporation,” a
wholly-owned subsidiary of Buffalo Equities, Inc. In 1996, we were renamed MTR Gaming Group, Inc.
and since 1998, we have operated only in the racing, gaming and entertainment businesses.

Through our wholly-owned subsidiaries, we own and operate Mountaineer Casino, Racetrack &
Resort in Chester, West Virginia (“Mountaineer”); Presque Isle Downs & Casino in Erie, Pennsylvania
(“Presque Isle Downs”); and Scioto Downs in Columbus, Ohio. We consider these three properties,
which are located in contiguous states, to be our core assets. Scioto Downs, through its subsidiary
RacelineBet, Inc., also operates Racelinebet.com, a national account wagering service that offers online
and telephone wagering on horse races as a marketing affiliate of Churchill Downs, Inc.

Our Properties:

Mountaineer currently operates 2,062 slot machines, 12 poker tables and 47 casino table games,
including blackjack, craps, roulette and other games, and offers live thoroughbred horse racing during
the months of March through December, operating 210 live race days with on-site pari-mutuel wagering
year-round.

Presque Isle Downs currently operates 1,720 slot machines, 37casino table games and a nine-table
poker room, which we began operating on October 3, 2011. In addition, Presque Isle Downs offers live
thoroughbred horse racing during the months of May through September, operating 100 live race days
with pari-mutuel wagering year-round.



Scioto Downs began operating its newly constructed VLT gaming facility in June 2012. In addition
to operating 2,107 VLI5, Scioto Downs offers live harness horse racing from May through September,
operating 57 live racing days with pari-mutuel wagering, prior to the opening of the VLT facility, during
the months of May through October. Scioto Downs had an agreement with Beulah Park, which was to
expire on December 31, 2012, that allowed for each facility’s simulcasting to be operational only during
its live race meets. Upon the opening of our VLT facility in June 2012, the agreement was terminated,
as permitted by the provisions of the contract, and accordingly Scioto Downs will offer year round
simulcasting. It is also anticipated that the required number of racing days will also increase during
2013.

Discontinued operations include (i) MTR Harness, Inc. and its interest in North Metro Harness
Initiative, LLC; (ii) Jackson Racing, Inc. and its interest in Jackson Trotting Association, LLC;
(iii) Binion’s Gambling Hall & Hotel; and (iv) the Ramada Inn and Speedway Casino.

Property Development:

During the third quarter of 2012, we completed the final phase of construction on our gaming
facility at Scioto Downs. The gaming facility build-out, which was fully operational in August 2012, is
approximately 132,000 square feet, including 83,000 square feet of gaming space to accommodate up to
2,500 VLI5 and four food and beverage outlets. The property currently includes a 100-seat casual
dining restaurant and an 82-seat bar/lounge, as well as a 273-seat buffet and a sports bar, both of which
opened in August 2012. Development, construction and equipment costs are expected to be
approximately $125.0 million over a required 3-year period. Of the required total $125.0 million project
investment, we have expended a total of approximately $111.7 million for construction and equipment
related costs, including $1.3 million of capitalized interest, through December 31, 2012. The project
also included certain other development related expenditures, for which a determination has not been
made as to whether such costs will be included in satisfying the investment requirement.

During the second quarter of 2012, we entered into an agreement to manage and operate a new
Wyndham property hotel to be located adjacent to our Presque Isle Downs property. The hotel broke
ground in July 2012 and is expected to open in the fall/winter of 2013.

Key Performance Metrics:

Certain key operating statistics specific to the gaming industry are used to review our property
results. These include slot handle and table game drop, which are volume indicators, and “win” or
“hold” percentage. For the year ended December 31, 2012, our property slot win percentage is in the
range of 7% to 9% of slot handle, and our table game win percentage is in the range of 19% to 20%
of table game drop. We also review daily net win per slot and table as a measure of overall gaming
performance. For the year ended December 31, 2012, our property daily net win per slot is in the range
of $184 to $220, and for Presque Isle Downs and Mountaineer our daily net win per table is $1,038 and
$1,410, respectively.

In addition, average daily room rate (“ADR”) and revenue per available room (“RevPAR”) are
used to measure our hotel volume and efficiency. For the year ended December 31, 2012, our ADR
was $81 excluding complimentary rooms and $48 including complimentary rooms. RevPAR for the year
ended December 31, 2012 was approximately $43, including complimentary rooms.
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Financial Summary:

The significant factors affecting our results for the year ended December 31, 2012, compared to
the year ended December 31, 2011, were:

* The increase in net revenues of $61.9 million for the year ended December 31, 2012, compared
to the prior year, was primarily due to the opening of our gaming facility at Scioto Downs. This
increase was offset in part by decreases in net revenues at Presque Isle Downs and to a lesser
extent, Mountaineer, which were attributable to increased competition in Ohio.

All of our properties experience varying competitive pressures, from casinos in western
Pennsylvania, western New York, northern West Virginia and eastern Ohio. We believe the
expansion of gaming in Ohio, which includes a casino that opened in Columbus in October 2012
and additional casinos in Cincinnati and Toledo, as well as the installation of VLT5 at existing
horse race tracks including ThistleDown and Northfield Park, which are both located in the
Cleveland area, and the potential relocation of a racetrack to Austintown, will have a negative
impact on our results of operations at all our properties and such impact may be material. We
intend to be proactive in our efforts to mitigate the effects of such competition, which include
expanding marketing initiatives and proactively managing our costs structures at our properties.
Information regarding litigation seeking to prevent gaming activities in Ohio is discussed in
detail in Part I, Item 3. “Legal Proceedings” above.

* Project opening expenses in 2012 of $2.7 million associated with the opening of our Scioto
Downs gaming facility.

* The increase of $7.8 million in interest expense for the year ended December 31, 2012,
compared to the prior year was due to the August 2011 refinancing where we issued
$565 million 11.5% Senior Secured Second Lien Notes and whose proceeds were used to
refinance our former debt obligations and finance development of the Scioto Downs gaming
facility. The increase was partially offset by $1.3 million of capitalized interest related to the
construction of our gaming facility at Scioto Downs.
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Results of Operations

The results of continuing operations are summarized below:

2012 2011 2010
(in thousands)
Revenues:
Gaming . . . ..ttt $445.848 $385,300 $382,514
Pari-mutuel commissions . .. ....... ...ttt 10,368 10,206 11,181
Food, beverage and lodging . .......... ... .. ... ... ... ... 36,489 32,604 32,265
Other . ... 11,392 11,067 8,737
Revenues ... ... .. i e e 504,097 439,177 434,697
Less promotional allowances . ............. ... .......... (14,098)  (11,095) (9,806)
NEt TEVENMUES . . vttt i ettt e e et et e e et e et et 489,999 428,082 424,891
Operating expenses:
Gaming . . . ..t 267,195 244,268 239,394
Pari-mutuel commissions .. ............ .. .. . . ..., 11,083 11,410 11,276
Food, beverage, lodging . . .......... .. ... ... ... ... .. ... 28,554 23,697 23,249
Other ... 7,374 6,271 6,144
Marketing and promotions . . .......... ... i i 16,936 12,610 12,788
General and administrative . . ... ... ... .. .. . 62,738 52,963 54,068
Project opening CoOStS . . . .. ... .. 2,705 197 1,365
Depreciation . .. ... ... .. 27,511 27,939 28,733
Impairment 10ss . . .. ... .. — 685 40
(Gain) loss on the sale or disposal of property. . .............. (52) 470 75
Total operating eXpenses . .. .........viiiiiiini 424,044 380,510 377,132
Operating inCoOMe . . . ... oottt et 65,955 47,572 47,759
Interest expense, Net . . ... ...t e (67,825) (60,014) (54,083)
Loss on debt extinguishment .. ............ ... .. ... ....... —  (34,364) —
(Provision) benefit for income taxes . . . ........ ... ... . ... ... (3,577) (4,347) 1,361
Loss from continuing operations . ..................... .. ... $ (5,447) $(51,153) § (4,963)

Financial results for the year ended December 31, 2012 compared to the year ended December 31, 2011
Net Revenues

Net revenues for the year ended December 31, 2012, comprised of $456.2 million in gaming and
pari-mutuel revenues (93% of total net revenues), $47.9 million of non-gaming revenues (10% of total
net revenues) less $14.1 million of promotional allowances ( —3% of total net revenues), increased
$61.9 million, or 14.5%, compared to net revenues tor the year ended December 31, 2011, comprised
of $395.5 million in gaming and pari-mutuel revenues (92% of total net revenues), $43.7 million of
non-gaming revenues (10% of total net revenues) less $11.1 million of promotional allowances ( —2%
of total net revenues). The increase was primarily attributable to the following components.

Gaming
Gaming revenues are comprised of the net win from our slot operations, table games and poker.
Gaming revenues for the year ended December 31, 2012 of $445.8 million represents a $60.5 million,

or 15.7%, increase compared to the prior year. The increase of $60.5 million is comprised of an
increase in slot and poker revenue of $69.0 million and $0.4 million, respectively, offset by a decrease
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in table gaming revenue of $8.9 million. The increase in slot revenue was primarily due to the opening
of our gaming facility at Scioto Downs, which provided incremental gaming revenue of $79.2 million,
offset in part by a decrease at Presque Isle Downs of $16.2 million due to continued competitive
pressures. The increase in poker revenue was primarily attributable to the introduction of poker at our
Presque Isle Downs facility in October 2011. The decrease in table gaming revenue was due to
continued competitive pressures.

Gaming revenue at Mountaineer of $197.0 million during 2012 remained relatively flat compared
to the prior year. Slot revenue increased from 2011 to 2012 by $6.0 million, offset by a decrease in
table gaming and poker revenue of $5.2 million and $0.7 million, respectively. The decrease in table
gaming revenue was due to the continued pressure from competition within our target market,
including the opening of the Cleveland casino. We attribute the slot revenue increase to Mountaineer’s
continued disciplined marketing approach, which included providing consistent promotional offerings
and the launch of an improved loyalty program during the second quarter of 2012, partially offset by
the impact of the Cleveland casino.

Gaming revenue at Presque Isle Downs decreased by $18.8 million, or 10.0%, to $169.6 million for
the year ended December 31, 2012, compared to the prior year. The decrease is comprised of a
decrease in slot and table gaming revenue of $16.2 million and $3.7 million, respectively, offset by an
increase in poker revenue of $1.1 million. We attribute the decrease in slot and table gaming revenue
to the competitive pressures from casinos within our target market, including the opening of the
Cleveland casino. The increase in poker revenue was due to the opening of the poker room in October
2011.

The opening of the gaming facility at Scioto Downs provided incremental gaming revenue of
$79.2 million for the year ended December 31, 2012. In October 2012, a new casino opened in
Columbus, Ohio and, as expected, we have seen a decline in our gaming revenues at Scioto Downs. We
believe the opening of the additional casino will be a catalyst in growing the gaming revenues for the
Columbus region to levels consistent with other markets of its size. We will continue to be proactive in
our efforts to grow our revenues and customer database to maintain a share of the market while
managing our expenses in order to maximize margins.

Pari-Mutuel Commissions

Pari-mutuel commissions consist of commissions earned from thoroughbred and harness racing and
importing/exporting of simulcast signals from/to other race tracks. Pari-mutuel commissions for the year
ended December 31, 2012 of $10.4 million were relatively flat compared to the prior year.

Pari-mutuel commissions at Mountaineer, Presque Isle Downs and Scioto Downs remained flat at
$5.9 million, $2.5 million and $1.6 million, respectively, for the year ended December 31, 2012,
compared to the prior year.

Food, Beverage and Lodging

Revenue from our food, beverage and lodging operations for the year ended December 31, 2012 of
$36.5 million represents a $3.9 million, or 11.9%, increase compared to the prior year. The increase
was primarily attributable to Scioto Downs, with the opening of its casual dining restaurant and center
bar/lounge in June 2012 and the opening of its sports bar and buftet in August 2012.

Food, beverage and lodging revenue at Mountaineer decreased by $0.4 million, or 2.0%, to
$20.7 million for the year December 31, 2012, compared to the prior year. The decrease of $0.4 million
is comprised of a decrease in food and beverage revenue of $0.3 million and a decrease in lodging
revenue of $0.1 million.

Food and beverage revenue at Presque Isle Downs for the year ended December 31, 2012 of
$11.1 million remained flat compared to the prior year.
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Food and beverage revenue at Scioto Downs increased by $4.3 million to $4.7 million for the year
ended December 31, 2012, compared to the prior year. The increase was attributable to the opening of
our gaming facility, which included new food and beverage amenities as described above.

Other Revenues

Other revenues are primarily derived from operations of Mountaineer’s Spa, Fitness Center, retail
outlets and golf course; from the sale of programs, admission fees, and lottery tickets; from check
cashing and ATM services and from special events at our entertainment and convention centers. Other
revenues for the year ended December 31, 2012 of $11.4 million represent a $0.3 million, or 2.9%,
increase compared to the prior year. The increase is comprised primarily of a $1.7 million increase at
Scioto Downs, which is primarily attributed to increased retail sales and commissions earned from
check cashing and ATM services due to the new gaming facility. The increase at Scioto Downs is
partially offset by a decrease at Mountaineer of $1.2 million, which was primarily due to a lease bonus
payment of $2.1 million received during 2011, with no royalty payments received during 2012.

Promotional Allowances

Promotional allowances increased by $3.0 million, or 27.1%, to $14.1 million for the year ended
December 31, 2012, compared to the prior year. The increase was primarily attributable to the opening
of our gaming facility at Scioto Downs, coupled with increased offerings for our customers through the
launch of the new loyalty program during the second quarter of 2012 and increased rated play
frequency at our properties.

Operating Expenses
Gaming

Gaming expense for the year ended December 31, 2012 of $267.2 million represents a $22.9
million, or 9.4%, increase compared to the prior year. The increase of $22.9 million is comprised of an
increase in gaming taxes and assessments of $19.3 million and other gaming operating costs of $3.5
million. Charges of $0.4 million and $5.9 million, respectively, are included in 2012 and 2011 for the
estimate of Presque Isle Downs proportionate assessment of amounts due under an administrative
order executed by the Pennsylvania Gaming Control Board in July 2011. Excluding these gaming
assessment charges in 2012 and 2011, gaming taxes increased $24.9 million during 2012 compared to
the prior year, which is consistent with the increase in gaming revenues. Gaming taxes and assessments
as a percentage of gaming revenues varies by the states in which our properties operate. On a blended
basis, our gaming taxes and assessments as a percentage of gaming revenue decreased to 52.8% for the
year ended December 31, 2012 (excluding the $0.4 million charge for other gaming assessment costs)
compared to 54.6% (excluding the $5.9 million charge for other gaming assessment costs) for the prior
year, largely due to a lower effective gaming tax rate of 42.5% on slots revenue at our facility at Scioto
Downs. Our gaming taxes and assessments as a percentage of gaming revenue for the year ended
December 31, 2012 were 54.2% and 55.9%, respectively, at Mountaineer and Presque Isle Downs.

Pari-Mutuel

Pari-mutuel expense of $11.1 million represents a $0.3 million, or 2.9%, decrease compared to the
prior year. The decrease of $0.3 million is primarily due to reductions in certain maintenance and
simulcast costs.

Food, Beverage and Lodging

Food, beverage and lodging expense increased by $4.9 million, or 20.5%, to $28.6 million for the
year ended December 31, 2012, compared to the prior year. The increase was primarily due to the
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increase in food, beverage and lodging revenues. Our gross profit margin for the year ended
December 31, 2012 decreased to 21.7% from 27.3% in the prior year. The gross profit margin was
primarily impacted by the initial start-up of our food and beverage operations at Scioto Downs.

Other

Other expense increased by $1.1 million, or 17.6%, to $7.4 million for the year ended
December 31, 2012, compared to the prior year. The increase was primarily due to the cost of
additional entertainment at our Mountaineer property.

Marketing and Promotions

Marketing and promotions expense increased by $4.3 million, or 34.3%, to $16.9 million for the
year ended December 31, 2012, compared to the prior year. The increase was primarily due to the
opening of the Scioto Downs gaming facility, which contributed $3.2 million, increased marketing
promotions at our other propertics, and the December 2011 addition of our Chief Marketing Officer.

General and Administrative

General and administrative expense increased by $9.8 million, or 18.5%, to $62.7 million for the
year ended December 31, 2012, compared to the prior year. Significant factors contributing to the
increase in general and administrative expenses were:

* an increase in general and administrative costs at Scioto Downs of approximately $7.1 million
over the prior year. The increase is attributable to increasing staffing levels, consulting costs,
utility costs and general operating expenses associated with operations of the new gaming
facility;

* an increase in compensation costs, including salaries and related benefits, paid time off and
other incentive compensation costs of $2.0 million, excluding Scioto Downs, as compared to the
prior year; and

* an increase in other compensation under the annual incentive plan in the aggregate amount of
$0.4 million, as compared to the prior year.

Project Opening Costs

Project opening costs increased by $2.5 million to $2.7 million for the year ended December 31,
2012 compared to the prior year. The costs for the year ended December 31, 2012 are related to the
opening of our Scioto Downs gaming facility and are comprised of direct salaries and wages, legal and
consulting fees, utilities and advertising. The costs for the year ended December 31, 2011 were
primarily related to the opening of the poker room at our Presque Isle Downs gaming facility in
October 2011.

Depreciation

Depreciation expense decreased by $0.4 million, or 1.5%, to $27.5 million for the year ended
December 31, 2012, compared to the prior year. The decrease is attributed to a $6.3 million decrease
in depreciation at Presque Isle Downs as the majority of their slot machines were fully depreciated
during the first quarter of 2012 and a $1.1 million decrease at Mountaineer due to aging assets. These
decreases were partially offset by an increase in depreciation at Scioto Downs as a result of the
completion of the VLT gaming facility.
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Impairment Loss

An impairment loss of $0.7 million was incurred for the year ended December 31, 2011 due to the
adjustment of the carrying values of certain non-operating real properties. The carrying values of these
properties exceeded their fair values, which were determined by independent appraisals and considered
expected net cash flows, including estimates of costs to sell. Based upon the results of the 2012
appraisals, no adjustments to the carrying values of non-operating properties were necessary for the
year ended December 31, 2012.

Loss on the sale or disposal of property

During the year ended December 31, 2011, we incurred a net loss on the sale or disposal of
property of $0.5 million. No significant gains or losses resulted from the sale or disposal of property
during the year ended December 31, 2012.

Interest Expense, net

Interest expense, net increased by $7.8 million, or 13.0%, to $67.8 million for the year ended
December 31, 2012, compared to the prior year. The increase primarily relates to the refinancing
transaction that occurred in August 2011, where we issued $565 million of 11.5% Senior Secured
Second Lien Notes and whose proceeds were used to refinance our former debt obligations and finance
development of the Scioto Downs gaming facility. The increase was partially offset by $1.3 million in
capitalized interest incurred in 2012 as a result of the construction of our gaming facility at Scioto
Downs.

Loss on Debt Extinguishment

During 2011, we incurred a loss on the extinguishment of debt in the aggregate amount of $34.4
million as a result of the repurchase of our previous $125.0 million Senior Subordinated Notes and
$260.0 million Senior Secured Notes on August 1, 2011. We did not incur a similar loss during the year
ended December 31, 2012.

Income Taxes

The income tax provision for the periods presented results in an effective tax rate that has an
unusual relationship to the Company’s pretax loss. This is due to an increase in the federal and state
valuation allowances on the Company’s deferred tax assets as discussed below. The income tax
provision also includes interest expense related to uncertain tax positions.

The difference between the effective rate and the statutory rate is attributed primarily to
permanent items not deductible for income tax purposes and the treatment of certain items in
accordance with the rules for interperiod tax allocation. As a result of our net operating losses and the
net deferred tax asset position (after exclusion of certain deferred tax liabilities that generally cannot be
offset against deferred tax assets), we expect to continue to provide for a full valuation allowance
against all of our net federal and net state deferred tax assets.

For income tax purposes we amortize or depreciate certain assets that have been assigned an
indefinite life for book purposes. The incremental amortization or depreciation deductions for income
tax purposes result in an increase in certain deferred tax liabilities that cannot be used as a source of
future taxable income for purposes of measuring our need for a valuation allowance against the net
deferred tax assets. Therefore, we expect to record non-cash deferred tax expense as we amortize these
assets for tax purposes. Our tax expense was $3.6 million and $4.3 million for the year ended
December 31, 2012 and 2011, respectively, and was largely the result of increases in our valuation
allowances.
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Financial results for the year ended December 31, 2011 compared to the year ended December 31, 2010
Net Revenues

Net revenues for the year ended December 31, 2011, comprised of $395.5 million in gaming and
pari-mutuel revenues (92% of total net revenues), $43.7 million of non-gaming revenues (10% of total
net revenues) less $11.1 million of promotional allowances (—2% of total net revenues), increased
$3.2 million, or 0.8%, compared to net revenues for the year ended December 31, 2010, comprised of
$393.7 million in gaming and pari-mutuel revenues (92% of total net revenues), $41.0 million of
non-gaming revenues (10% of total net revenues) less $9.8 million of promotional allowances ( —2% of
total net revenues). The increase was primarily attributable to the following components.

Gaming revenues are comprised of the net win from our slot operations, table games and poker.
Gaming revenues for the year ended December 31, 2011 of $385.3 million represents a $2.8 million, or
0.7%, increase compared to the prior year. The increase of $2.8 million is comprised of an increase in
table gaming revenue of $5.8 million, offset by decreases in slot and poker revenue of $2.1 million and
$0.9 million, respectively. The increase in table gaming revenue was primarily due to the introduction
of table games at our Presque Isle Downs facility in July 2010, which provided incremental gaming
revenue of $10.6 million, offset by a decrease at Mountaineer of $4.8 million due to competitive
pressures from the commencement of table games at the Pennsylvania casinos in July 2010. The
decrease in slot revenue was primarily due to road construction and traffic delays on each of the
primary feeder highways at our Presque Isle Downs facility during 2011, as well as increased
competitive pressures from casinos in western Pennsylvania and western New York. The decrease in
poker revenue was primarily attributable to competitive pressures from the commencement of table
games at the Pennsylvania casinos in July 2010 and at our Mountaineer facility, offset by an increase at
Presque Isle Downs due to the opening of the poker room in October 2011.

Gaming revenue at Mountaineer decreased by $5.9 million, or 2.9%, to $196.8 million for the year
ended December 31, 2011, compared to the prior year. The decrease is comprised of a decrease in
table gaming and poker revenue of $4.9 million and $1.4 million, respectively, offset by an increase in
slot revenue of $0.4 million. We attribute the decreases in table gaming and poker revenue primarily to
the commencement of table games at Pennsylvania casinos in July 2010, which caused an increase in
competitive pressures from The Rivers Casino, which is located in downtown Pittsburgh, Pennsylvania
and is approximately a one-hour drive from Mountaineer, and The Meadows Racetrack & Casino, a
harness racetrack in Washington, Pennsylvania, which is approximately 50 miles southeast of
Mountaineer, and to a lesser extent, Presque Isle Downs. We attribute the slot revenue increase to a
change in Mountaineer’s marketing approach during the fourth quarter of 2011, which utilizes the
entire availability of free play more effectively and provides consistent promotional offerings. The
marketing approach, coupled with milder winter weather in late-2011, brought patrons to the property
on a more consistent basis than in the previous year.

Gaming revenue at Presque Isle Downs increased by $8.6 million, or 4.8%, to $188.4 million for
the year ended December 31, 2011, compared to the prior year. The increase is comprised of an
increase in table gaming and poker revenue of $10.6 million and $0.5 million, respectively, offset by a
decrease in slot revenue of $2.5 million. The increase in table gaming revenue was due to the
commencement of table gaming operations in July 2010 and the increase in poker revenue was due to
the opening of the poker room in October 2011. We attribute the decrease in slot revenues primarily to
road construction and traffic delays on each of the casino’s primary feeder highways during 2011, as
well as increased competitive pressures from casinos in western Pennsylvania and western New York, as
discussed above.
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Pari-Mutuel Commissions

Pari-mutuel commissions consist of commissions earned from thoroughbred and harness racing and
importing/exporting of simulcast signals from/to other race tracks. Pari-mutuel commissions decreased
by $1.0 million, or 8.7%, to $10.2 million for the year ended December 31, 2011.

Pari-mutuel commissions at Mountaineer decreased by $0.6 million, or 9.4%, to $6.0 million for
the year ended December 31, 2011, compared to the prior year. Pari-mutuel commissions at Presque
Isle Downs decreased by $0.2 million, or 8.5%, to $2.5 million for the year ended December 31, 2011,
compared to the prior year. The decreases in pari-mutuel commissions at both Mountaineer and
Presque Isle Downs were due to a decline in wagering, which is consistent with the national average
decline in wagering of 5.7% during 2011 compared to 2010, as reported by Equibase Company.
Pari-mutuel commissions at Scioto Downs for the year ended December 31, 2011 of $1.4 million
represent a $0.2 million, or 13.2%, decrease from the prior year.

Food, Beverage and Lodging

Revenue from our food, beverage and lodging operations for the year ended December 31, 2011 of
$32.6 million represents a $0.3 million, or 1.1%, increase compared to the prior year. This slight
increase in food, beverage and lodging revenue was primarily attributable to an increase in patron
traffic at Mountaineer.

Food, beverage and lodging revenue at Mountaineer increased by $0.7 million, or 3.8%, to $21.1
million for the year December 31, 2011, compared to the prior year. The increase of $0.7 million was
reflective of the increase in patron traffic, as discussed above.

Food and beverage revenue at Presque Isle Downs for the year ended December 31, 2011 of $11.1
million represents a $0.4 million, or 3.2%, decrease from the prior year, which was primarily due to a
decrease in slot patron traffic.

Other Revenues

Other revenues are primarily derived from operations of Mountaineer’s Spa, Fitness Center, retail
outlets and golf course; from the sale of programs, a