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At MGM MIRAGE, by our definition, Vision
i5 putting great ideas into action.

That philosophy has been at the heart of
our strategic ptan for developing your Company
into a global hospitality and real estate devel-
opment company. In 2007, we made striking
progress toward this goal.

MGM MIRAGE is ideally positioned to excel
domestically and internationally. We possess
the premier resorts in our markets, each with a
focused management team, and we continue
moving forward on substantial growth initiatives.

With those strong elements in place, we
have a Vision of expanding the current limits
of your Company—both in scope and scale.
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(RIGHT) CityCentar—Las Vegas, NV
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letter to our sharehoiders cant - 4

..forging new relationships

VISION 15
o o MGM MIRAGE
2007 AR

(RIGHT & ABOVE) MGM Grand Macau—Macau, S.4.R.
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letter to our shareholders (continced)

VISICN (S {ABOVE) Dubai, U.A.E. cityscape
o m MBM MIRAGE
2007 AR (RKGHT) MGM Grand Abu Dhabi—Abu Dhabi, UA.E.






ving the

. §

S Sl
Z . tumutmn
PP T
L. TuEnman
U 1 TR
T
stz

B s

TR

o

L% L oA
g T 4

— T =



e
o)

DY DR NPT B v o] ST (A

Wiz,

e, T I W e s R E JE A R sl

. = o ESre AL REC RS S B NI W e ) o
RS IR ok s B o= CNmate R FL B0 UL B G

[ SUE T N 9y GNP {764

gy wo PO TR S SR

P

T, B AT, S LR SEREOE. TR ., BT
VIR =, mox

e e lze s

CET S

DRl UG L G BT ENE M

"o b PSS TN (ool R anme® @ 0 JhE [uh
EEE RN = "

e B R SRR s ML)

SN W

wy R LA SR, g e fant
e T R - R I W U

i Gl S0 0N G O

-

AT & LU

SR L 10 TR, R

T .o N IR LTS LN S
g 3 o :

P ST

R T AL NG VP A A

, ome b Gaered Ay e
o, e PR W) SRR

IS

KR A

tpanunued) slaployaleys ino 0] 18119



MGM MIRAGE strives to fulfill what the
Company considers to be its obligation to the
communities in which we do business. This
commitment is expressed in many ways, from
the philosophy by which we approach our busi-
ness, to the quality of the wages and benefits
we offer employees, and the philanthropic
efforts we support. Our Company endeavors
to enrich the communities where many of our
customers and employees live and raise their
families.

One of our most significant stepsin this area
was the announcement of a $40 million public
art program which will debut as part of City-
Center in 2009. This unprecedented cultural
program utilizes this singular opportunity to
integrate such a program into the develop-
ment of a new community. It also matches
CityCenter in its scale. But at its most basic
level, this public arts program is designed to
become a benchmark for enlightened corpo-
rate involvement with the arts on a global level
and will be one of the world’s largest and most
ambitious corporate art programs.

MGM MIRAGE continues to develop and
expand our commitment to sustainability which
brings tremendous value to communities and
shareholders alike. As we extend sustainable
business practices, both to existing properties
and new projects, our Company learns how to
work smarter and more efficiently. CityCenter
leads the way, as a nationally renowned sustain-
able development on course for certification
under Leadership in Energy and Environ-
mental Design (LEED) standards. Efforts are
also being investigated and implemented in
many other aspects of our many operations—
from procurement to waste management, from
construction to renovation—the principles of
sustainability help our business grow and our
planet thrive.

(ABOVE LEFT) TONY CRAGG, Bolt, 2007, Stainless stael, {ABOVE RIGHT} CLAES CLDENBURG and CQOSJE van BRUGGEN
129-7/8 x 45-5/8 x 45-144 in., 330 x 116 x 115 cm, Inv.#11239 Typewriter Eraser, Scale X, 1998-99, Stainless steel,
%ﬁﬁam Courtesy: Marlan Goodman Gallery, New York  fiberglass and acryllc polyurethans paint, 19° 4" x 11° 11-1/2” x 11" 8-1/4"

Y (X

{5.9 x 37 x 2.6 m) Photograph © Eiten Page Wilson, courtesy PaceWidenstein,
New York. Copyright 1998-99 @ by Class Oldenburg and Coosje van Bruggen.

(RIGHT) HENRY MOORE,—Racilning Connected Forms,
1869-1974,—Roman travertine markle
122 x 204 x 935 inches (309.9 x 518.2 x 2375 cm)
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J. Terrence La

Chairman & Chief Executit N




HERIYIG SRPARIDIE) FUS & MANMARLD;

TP BB P
‘Aj@laoulg

‘8lnin} auy ol
ansind 03 sn 10} |eoB s|qepne| & pue £00g 10)
[eqe) Buiiy B sl 1) 2q 03 W02 ABW JO [|IM YDIYym
eyl Bunedionue Jo 1amod  8UI—UOISIA
1eahk snopuswan e 1o Woys Bupyiou usaq
sey 1 synsal Bunetado |eucpdaoxs palsealep
saafojdwa psiedipap INO—PIOM 1BQNG YUM
diysuoneal 216a1ens pue asniuea ol 1ausd
-Ai0 syi—Aloisiy s Aueduwio) Ino ur uooesuel)
2LI0IS1Y 1S0W 2y} uo Buiso|d ajlym uana puy

Jauysed ainmuaa ol pue
@ployx201s J1olew e se ppop 1egng Yyum diys
-uone|al aAlonposd B 0} pIEMIO) YOO| AN ‘DWW
awos 1o} Auedwol 1noA jo aimny ay) 1oedul
Anuesyiubis m 3eyy o0z u diysiauued mau
e pablioj aaey am ‘sul] wWonoq ayy pue 19ays
aoueleq 8y puokaqg Bupoo| ‘JaremoH
"'SOA|SSINO 10} DABY DM UDISIA
alp s1ea. pue ansind yiog o) Auoedeo ayl yum
sn Buipinoid “Aj@1ewnn ‘pue saibajens umo o
Jayuny 01 Aujige ayy ‘Aupqixa)) |e1ousuy jo obey
-ueape a1 sn Buinib ‘peoyigsp 1914yB) Jey B yum
sapinoid uoisip s Aueduwos anoj a1eaud Buicb,
Jo ssao0.d ay) Ul 1gap wesylubis Buuinoug alem
Ansnpul ayy Ul sioyadwod 102l1p no Jo Auew
‘parenobau sem diysuone|a. o1691ens SIY1 SY
-‘Al1oisIy
sAuedwos InoA ul uonoesuelsy wesyiubis
1sow @Buts ayy weasaidar lem Aew syl
uolg 21 Alerewxoidde
jo spoaasoid paanpord siyl 002 '8l 18990120

uo plom leqng@ jo Aleipisqns B 03 aieys 1ad
G 18 YD01S UOWWOD JO S8IBYS UO|[|IW Z'f| O
ajes ayl pawjdwod osje Auedwod Inox
‘aqo|B syl punole sai11d 00| 18A0 Ul sasho|dwa
000'0S ueYl ajow sey dnolg) plomp 1eqng syl
‘[oemwe] pue edouyds) ‘uele) ‘sodaleg
Buiddiys adeoysy| 'ssapwi ‘Bunyses jeqon
pue|s| ‘s Asuleq ‘spuepy ‘AluQ B SUQD ‘1BUZIay
Gewyins) ‘Aup  swnuew  ‘syoophig  1eqngd
‘(@ayyeN ‘ezjer ‘PlHOM 40 Sepnjoul 1Y) $8SS3U
-1snq jo oljojniod B yum plrom sy i sauedwod
Buipjoy uawisaaul umouy-||em pue peydadsal
1SOW 9y} JO SUC S| PO 1BgNQ euued mau
SIY} O} 1BIUBDAND Ul 1S3ISIUl %0S B Bujjes
‘PHOAL 1BQNQ YW UONOBSUBIL 9IMUSA W0l e
pason Auedwos INoA ‘Gl JSQUIBAON UQD
‘s101112dWOD 191U 1IN0 Jo Auew ueyl snoab
-BIUBADE BI0W JB) UONEMIS B SISPISUOD Wes)|
wswabeuep IncAleym Bunesass ‘Ansnpul syl ul
uonisod [eioueuy Jno Bunnosas ul senunyioddo
mau 0y sn wbBnoiq osje sey UOCISIA INQ




financlal overview
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financial overview (continued)
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For the Years Ended December 31, 2007 2006 2005 2004 2003
Netrevenues ................coovvunns $ 7,691,637 $ 7.175,956 $ 6,028,843 $ 4001804 $ 3657662
Operating income.................... 2,863,930 1,758,248 1,330,065 932,613 684 879
income from continuing operations . . .. 1,400,545 635,996 435,366 345,209 226,719
Netincome.......................... 1,584,419 648,264 443,256 412,332 243,697

Basic earnings per share

Income from continuing operations.. { $ 4.88 $ 2.25 $ 1.63 $ 1.24 $ 0.76
Net income per share.............. 5.52 2.29 1.56 1.48 0.82
Weighted average number of shares 286,809 283,140 284,943 279,325 297,861

Diluted earnings per share

income from continuing operations. . | § 4.70 $ 218 $ 1.47 5 119 $ 075
Net income per share. ............. 5.31 2.22 1.50 143 0.80
Weighted average number of shares 298,284 291,747 296,334 289,333 303,84
At year-end
Totalassets. ...................... $ 22,727,686 § 22,146,238 $ 20,699,420 & N N5029 $ 10,811,269
Total debt, including capital leases. . 11,182,003 12997927 12,358,829 5463619 5,633,462
Stockholders’ equity . .............. 6,060,703 3,849,549 3,235,072 2,771,704 2,533,788
Stockholders’ equity per share. . .... $ 20,63 $ 13.56 $ 11.35 $ 987 $ 8.85
Number of shares outstanding...... 293,769 283,909 285,070 280,740 286,192

in January 2004, we sold the Golden Nugget Las Vegas and the Golden Nugget Laughlin including substantially all of the assets and liabilities of thosa resorts (the “Golden Nugget
Subsldiarlas”). In July 2004, we sold the subsidiaries that owned and operated MGM Grand Australia. In Aprll 2007, we completed the sale of the Primm Valley Resorts. In Juna 2007,
we completed the sale of the Colorado Belle and Edgewater resorts in Laughlin, Nevada (the “Laughlin Properties”). The results of the above operations are classified as discontinued
operations for all periods presented.

The Mandalay acquisition closed on April 25, 2005. Beau Rivage was ¢losed from August 2005 to August 2008 due to Hurricane Katrina. Beginning January 1, 2006, we began to
recognize stock-based compensation in accordance with Statement of Financial Accounting Standards No. 123 (revised 2004}, “Share-Based Payment” (*SFAS 123(R)"). For the years
ended December 31, 2007 and 2006, incremental expanse. before tax, resulting from the adoption of SFAS 123(R) was $46 millicn and $70 millicn, respactively. During 2007 end 2006,
wa recognized our share of profits from the sale of condominium units at The Signature at MGM Grand, We recognized $93 million and $117 million (pre-tax} of such income in 207
and 20086, respectively. During 2007 and 2006, we recognized $284 million and $85 million, respectively, of pre-tax income for insurance recoveries related to Hurricane Katrina,
During 2007, we recegnized a $1.03 billion pre-tax gain on the contribution of CityCenter to a joint venture.
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Management's Discussion and Analysis of Financial Condition and Results of Operations

EXECUTIVE OVERVIEW

Current Operations
At December 31, 2007, our operations consisted of 17 wholly-owned casino
resorts and 50% investments in four other casino resorts, including:

Las Vegas, Nevada:
Bellagio, MGM Grand Las Vegas, Mandalay Bay, The Mirage, Luxor, Tl, New York-
New York, Excalibur, Monte Carlo, Circus Circus Las Vegas and Slots-A-Fun.

Cther: .

Circus Circus Reno and Silver Legacy (50% owned) in Reno, Nevada; Gold
Strike in Jean, Nevada; Railroad Pass in Henderson, Nevada; MGM Grand
Detroit; Beau Rivage in Biloxi, Mississippi and Gold Strike Tunica in Tunica,
Mississippi; Bergata (50% owned) in Atlantic City, New Jersey; Grand Victoria
{50% owned) in Elgin, lllinois; and MGM Grand Macau (50% owned).

Other operations include the Shadow Creek golf course in North Las Vegas;
two golf courses south of Primm, Nevada at the California state line; and Fallen
Oak golf course in Saucier, Mississippi.

In April 2007, we closed the sale of the Primm Valley Resorts (Whiskey
Pete’s, Buffalo Bill's and Primm Valley Resort in Primm, Nevada), not including
the two golf courses. In June 2007, we closed the sale of the Laughlin Proper-
ties (Colorado Belle and Edgewater). See “Results of Operations - Discontinued
Operations.” In February 2007, we entered into an agreement to contribute Gold
Strike and Nevada tanding (the “Jean Properties”) and surrounding land to.a
joint venture, and we closed Nevada Landing in March 2007. See “Liguidity and
Capital Resources — Other Factors Affecting Liquidity.”

CityCenter Joint Venture Transaction

We and our joint venture partner are developing CityCenter located on a 67-
acre site on the Las Vegas Strip, between Bellagio and Monte Carlo. CityCenter
will feature a 4,000-room casino resort designed by world-famous architect Cesar
Pelli; two 400-room non-gaming boutique hotels, one of which will be managed
by luxury hotelier Mandarin Oriental; approximately 425,000 square feet of retail

shops, dining and entertainment venues; and approximately 2.3 million square feet
of residential space in approximately 2,65C luxury condominium and condominium-
hotel units in muliple towers. CityCenter is expected to open in late 2009.

In November 2007, we completed a transaction with Dubai World, a Dubai,
United Arab Emirates government decree entity, to form a 50/50 joint venture
for the CityCenter development. The joint venture, CityCenter Holdings, LLC
{“CityCenter”), is owned equally by us and Infinity World Development Corp., a
wholly-owned subsidiary of Dubai World. We contributed the CityCenter assets
which the parties valued at $5.4 billion, subject to certain adjustments. Dubai
World contributed cash of $2.96 billion. At the close of the transaction, we
received a cash distribution of $2.47 billion, of which $22 million will be repaid to
CityCenter as a result of a post-closing adjustment. The joint venture retained
approximately $492 million to fund near-term construction costs. We will continue
to serve as developer of CityCenter and will receive additional consideration
of up to $100 miltion if the project is completed on time and actual develop-
ment costs, net of residential proceeds, are within specified parameters. Upon
completion of construction, we will manage CityCenter for a fee. We recognized
a $1.03 billion pre-tax gain as a result of the transaction.

Key Performance Indicators

We operate primarily in one segment, the operation of casino resorts, which
includes offering gaming, hotel, dining, entertainment, retail and other resort
amenities. Over half of our net revenue is derived from non-gaming activities, a
higher percentage than many of our competitors, as our operating philosophy
is to provide a complete resort experience for our guests, including non-gaming
amenities which command a premium price based on their quality. Cur signifi-
cant convention and meeting facilities allow us to maximize hotel occupancy
and custemer volumes during off-peak times such as mid-week or during tradi-
tionally slower leisure travel periods, which also leads to better labor utilization.
We believe that we own several of the premier casino resorts in the world, and a
main focus of our strategy is to continually reinvest in these resorts to maintain
our competitive advantage.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

* We own 50% of MGM Grand Macau, which opened on December 18, 2007, Qur share
of income from MGM Grand Macau will positively impact our results for 2008.

* In August 2007, we entered a new five-year collective bargaining agreement covering
approximately 21,000 of our Las Vegas Strip employees. This does not include the
collective bargaining agreement covering employees at MGM Grand Las Vegas, which
expires in 2008, The new agreement is retroactive to May 31, 2007 and provides for
increases in wages and benefits of approximately 4% annually. in addition, in October
2007 we entered into a new four-year labor agreement covering approximately 2,900
employees at MGM Grand Detroit which provides for average annual increases in
wages and benefits of approximately 6%.

Financial Statement Impact of Hurricane Katrina

Beau Rivage closed in late August 2005 due to significant damage sustained
as a result of Hurricane Katrina and re-opened in August 2006, We maintained
insurance covering both property damage and business interruption as a result
of the storm. The deductible under this coverage was approximately $15 million,
based on the amount of damage incurred. Business interruption coverage
covered lost profits and other costs incurred during the construction period
and up to six months following the reopening of the facility.

As of December 31, 2007, we had reached final settlement agreements with
our insurance carriers and received insurance recoveries of $635 million which
exceeded the $265 million of net book value of damaged assets and post-
storm costs incurred. All post-storm costs and expected recoveries have been
recorded net within “General and administrative” expenses in the accompanying
consolidated statements of income, except for depreciation of non-damaged
assets, which is classified as “Depreciation and amortization.” During the year
ended December 31, 2007, we recognized $284 million of insurance recoveries
in income, of which $217 million was recorded within “Property transactions,
net” and $67 million was recorded within *General and administrative expense.”
The remaining $86 million previously recognized in income was recorded within
“Property transactions, net” in 2006.

Cash received for insurance recoveries are classified as cash flows from
investing activities if the recoveries relate to property damage, and cash flows
from operations if the recoveries relate to business interruption. During 2007, we
received $280 million in insurance recoveries, of which $207 million was clas-
sified as investing cash flows and $73 million was classified as operating cash
flows. During 2006, we received $309 million in insurance recoveries, of which
$210 million was classified as investing cash flows and $99 million was classi-
fied as operating cash flows. During 2005, we received $46 million in insurance
recoveries, all of which was classified as investing cash flows,

RESULTS OF OPERATIONS

Summary Financial Results
The following table summarizes our financial results:

{IN THOUSANDS, EXCEFT PER SHARE DATA}

Year Ended December 31, 2007 % Change 2006f % Change 2005
Net revenues ......recne| § 1,691,637 T%($ 7175956 7%|($ 6128843
Operating income............. 2,863,930 63% 1,758,248 32% 1,330,065
Income from

continuing operations.... 1,400,545 120% 635.996 46% 435,366
Net income ... 1,584,419 144% 648,264 46% 443,256
Dituted income from

continuing operations

per share $ 470 116%)] $ 218 48%| § 147
Diluted net income

per share 531" 140% 222 48% 150

References to same-store results in our analysis for 2006 compared to
2005 exclude the resorts acquired in our April 25, 2005 acquisition of Mandalay
Resort Group {"Mandalay”), Monte Carlo and Beau Rivage. We owned 50% of
Monte Carlo prior to the Mandalay acquisition. On a consolidated basis, the
most important factors and trends contributing to our performance over the last
three years have been:

+ During the fourth quarter of 2007 we recognized a $1.03 billion gain related to the
contribution of the CityCenter assets to a joint venture.

+ The addition of Mandalay's resorts on April 25, 2005.

- Our ongoing capital investments in our resorts, which we believe is allowing us to market
more effectively to visitors, capture a greater share of our visitors' increased travel
budgets, and generate premium pricing for our resorts' rooms and other amenities.

+ The closure of Beau Rivage in August 2005 after Hurricane Katrina and subsequent
reopening In August 20086, and income related to insurance recoveries. Operating
income at Beau Rivage was $321 million, $104 million, and $40 million in 2007, 2006
and 2005, respectively, which includes income from insurance recoveries of $284
million in 2007 and $86 millicn in 2006.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

Operating Results — Detailed Revenue Information
The following table presents detail of our net revenues:

(IN THOUSANDS)

Year Ended December 31, 2007 ' % Change 20086 [ % Change 2005
Casino revenue, net: ’
Table games....cnvcc | $ 1,228,298 (2%)( $ 1,251,304 13%|$ 107337
Slots 1,897,610 T% 770176 13% 1,563,485
Cther 113,§48 4% 108,958 16% 93.724
Casing revenue, net.... ... 3,239,054 . 3% 3,130,438 13% 2,764,546
Non-casino revenue: :
Rooms 2,130,542 ™% 1,991,477 22% 1,634,588
Food and beverage ... 1,651,655 1% 1,483,914 17% 1,271,650
Entertainment, retail and other.... 1,376,417 16% 1,190,904 17% 1.018,813
Non-casino revenue ... 5,158,614 11% 4,666,295 19% 3,925,051
8,397,668 : 8% 7796733 17% 6,589,507
Less: Promotional allowances....... (706,031) 14% (620,777} 1% {560,754)
$ 769,637 T%|$ 7175956 17%| $ 6128843

Table games revenue decreased 7% in 2007 excluding Beau Rivage, as
volumes were essentially flat. The table games hold percentage was slightly
lower in 2007, though in the normal range for both years. In 2006, table games
revenue increased 7% over 2005 on a same store basis, with strong baccarat
volume—up 4%—and a somewhat higher hold percentage, but within the nermal
range in both periods.

Excluding Beau Rivage, slots revenue was flat In 2007, Slots revenue was
strong at many of our Las Vegas Strip Resorts, including Bellagio and MGM
Grand Las Vegas—each up 8%—and The Mirage and Mandalay Bay—each up
5%. These increases in slot revenues at our high-end Las Vegas Strip resorts
were offset by lower revenues at our mid-market resorts. In 20086, slots revenue
increased 3% on a same store basis, as a result of increases at MGM Grand Las
Vegas and TI.

Hotel revenue increased 5% in 2007 excluding Beau Rivage, with a 7%
increase in company-wide REVPAR. Strength in demand and room pricing on
the Las Vegas Strip led to a 5% increase in ADR and a slight increase in occu-
pancy percentage to 93%. In 2006, hotel revenue increased 4% over 2006 on a
same-store basis, due to strong room pricing, leading to a 7% increase in same-
store REVPAR.

The increases in food and beverage revenue in 2007 and 2006 are the
result of investments in new restaurants and nightclubs. In particular, in 2007 we
opened several new outlets at Excalibur, Mandalay Bay and Luxor—including
the LAX nightclub. Also, we opened several restaurants and the Jet nightclub at
The Mirage throughout 2006. The strength in the business travel segment has
alse centributed to revenue growth at many of our high-end restaurants and in
catering operations.

Entertainment revenues in 2007 and 2006 benefited from Love, the Beatles-
themed Cirque du Soleil show at The Mirage, which opened July 2008. in
addition, in 2007 we saw improved results in our production shows generally,
with higher occupancy at several shows compared to 2006.

In 2007, we generated 58% of net revenues from non-gaming activities
compared to 56% in 2006 and 55% in 2005. We expect this trend to continue in
2008, as we continue to invest in new non-gaming amenities at our resorts and
the MGM Grand Detroit hotel will be open for a full year.

Operating Results — Details of Certain Charges

Stock compensation expense is recorded within the department of the
recipient of the stock compensation award. In periods prior to January 1, 2006,
such expense consisted only of restricted stock amortization and expense
associated with stock options granted to non-employees. Beginning January 1,
20086, stock compensation expense includes the cost of all stock-based awards
to employees under SFAS 123(R). The following table shows the amount of incre-
mental compensation related to employee stock-based awards included within
each income statement expense caption:

{IN THOUSANDS)

Year Ended December 31, 2007 2006
Casino $ "53| s 13,659
Other operating departments 3,180 5319
General and administrative 12,143 19,722
Corporate expense and other 19,707 30,421
Discontinued operations (865) 1,267

$ 45678 | § 70,388
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following table summarizes information related to our income taxes: LIQUIDITY AND CAPITAL RESOURCES
(IN THOUSANDS) Cash Flows — Summary
Year Ended December 31, 2007 20086 2005 Our cash flows consisted of the following:
Income from continuing operations before income tax........ $ .m_amm._amm § 977926| $ 667085
Income tax provision 757,883 341930 231,719 (IN THOUSANDS)
Effective income tax rate 35.1% 35.0% M4T% Year Ended December 31, 2007 2006 2005
Cash paid for income taxes $ 391,042 § 365450 $ 75776 Net cash provided by operating activities......wwm..] $ 994416 [ $ 12310952 | $ 1182796
Investing cash flows:

The effective tax rate in 2007 was slightly higher than the statutory rate and Purchases of property and equipment............coeeven (2917408}  {1.758795) (719,146}
the prior year rate. The 2007 effective tax rate would have been higher except Proceeds from contribution of CityCenter. 2,468,652 — -
for the CityCenter gain, which greatly minimized the impact of permanent and Acquisition of Mandalay Resort Group, NeL.......um. . - —| (4420990)
other tax items. Additionally in 2007, a benefit for a deduction related to domestic Proceeds from disposals of discontinued operations, net... 578,873 - -
production activities, resulting primarily from the CityCenter transaction, was offset Purchase of convertible note {160,000) — -
by nondeductibie losses from unconsolidated foreign affiliates during the year. Hurricane Katring iNSUrance recoveries. . mmmmimmmmmm. 207,289 209,963 46,250

The effective income tax rate in 2006 benefited from a reversal of tax Investments in unconsolidated affiliates . - {86,000) (183,000}
reserves that were no longer required, primarily due to guidance issued by the Other 31,896 (7595) (25,931}
Internal Revenue Service related to the deductibility of certain complimentaries. Net cash provided by (used in) investing activities............ 209,301 | (1.642427) (5302,817)
The 2006 rate was still higher than the 2005 rate, however, as such reversal was Financing cash flows:
less than the one-time tax benefit recognized in 2005 due to a tax benefit real- Net borrowings (repayments}
ized from the repatriation of foreign earnings from Australia as a result of the under bank credit facilities (1,152,300} (393150)| 4725000
provisions of the American Jobs Creation Act of 2004. Issuance of long-term debt 750,000 [ 1,500,000 880,156

Cash paid for income taxes increased only slightly in 2007 over 2008, Repayment of long-term debt {1,402,233) (444,500}  (1,408,992)
despite significantly higher pre-tax income. Since the CityCenter gain was real- Issuance of commen stock 1,192,758 - -
ized in the fourth quarter of 2007, the associated income taxes will be paid in Issuance of common stock
2008. Cash paid for income taxes increased significantly in 2006 due primarily upon exercise of stock options 97,792 89113 145761
to the payment of taxes on the gain on Mandalay's sale of MotorCity Casino, Purchases of common stock (826,765} (246,892) (217.316)
taxable income associated with the sales of units at the Signature at MGM Other 100,211 5453 (61,783)
Grand, and an increase in pre-tax income resulting from the Mandalay merger Net cash provided by (used in) financing activities .......... 0,240,537) 510,024 [ 4,062,826
and continued improvements in operating results. Net increase (decrease} in cash and cash equivalents.....| $  (36,820){ 8 99549 (s  (57195)
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Management's Discussion and Analysis of Financial Condition and Results of Operations

of Mandalay's senior notes and senior subordinated notes redeemed their hold-
ings. Holders of Mandalay's floating rate convertible senior debentures with a
principal amount of $394 million had H_‘_m.zm_i to redeem the debentures for
$566 million through June 30, 2005. $388 million of principal of the convertible
debentures were tendered for redemption and redeemed for $558 million.

Our share repurchases are only conducted under repurchase programs
approved by our Board of Directors and publicly announced. in December 2007,
our Board of Directors approved a 20 million share authorization. At December
31, 2007, we had 18.2 million shares available for repurchase under the December
2007 authorization. Our share repurchase activity was as follows:

(IN THOUSANDS)

Year Ended December 31, 2007 2006 2005

July 2004 authorization ‘

(8 miillion, 6.5 million, and 5.5 milllon shares purchased)....| $ 659,592 | 5 246892| $ 217,316

December 2007 authorization

(1.9 million shares purchased) 167173 — —
$ 826,765| $§ 246892( $ 217,316

Average price of shares repurchased ... e | $ 8392 | s 37981 & 3951

Principal Debt Arrangements

Cur long-term debt consists of publicly held senior and subordinated notes
and our senior credit facility. We pay fixed rates of interest ranging from 5.875%
to 95% on the senior and subordinated notes. We pay variable interest based
on LIBOR on our senior credit facility. Our current senior credit facility has a total
capacity of $70 billion, matures in 2011, and consists of a $4.5 billion revolving
credit facility and a $2.5 billion term loan facility. As of December 31, 2007, we had
approximately $37 billion of available liquidity under our senior credit facility.

All of our principal debt arrangements are guaranteed by each of our mate-
rial subsidiaries, excluding MGM Grand Detroit, LLC and our foreign subsidiaries.
MGM Grand Detroit is a guarantor under the senior credit facility, but only to the
extent that MGM Grand Detroit, LLC borrows under such facilities, At December
31, 2007, the outstanding amount of borrowings related to MGM Grand Detroit,
LLC was $361 million. None of our assets serve as collateral for our principal
debt arrangements.

Other Factors Affecting Liquidity
Taxes on CityCenter

ain. In addition to our typical cash tax payments, in
the first quarter of 2008 we will make a federal income tax payment of approxi-
mately $300 million related to the CityCenter gain.

Long-term debt

ayable in_2008. We repaid $i80 million of senior notes at
maturity in February 2008. We have a total of $196 million in senior notes that we
expect to repay at maturity in the third quarter of 2008.

Tender offer. In February 2008, we and a wholly-owned subsidiary of Dubai
World completed a joint tender offer for 15 million shares of our common stock
at a tender price of $80.00 per share. We purchased 8.5 million shares at a total
purchase price of $680 million.

MGM Grand Atlantic City development. In October 2007, we announced plans
for a multi-billion dollar resort complex on our 72-acre site in Atlantic City. The
new resort, MGM Grand Atlantic City, is preliminarily estimated to cost approxi-
mately $4.5 to $5.0 billion, not including land and associated costs. The proposed
resort would include three towers with more than 3,000 total rooms and suites,
approximately 5,000 slot machines, 200 table games, 500,000 square-feet of
retail, an extensive convention center, and other typical resort amenities,

Mashantucket Pequot Tribal Nation. We have entered into a series of agree-
ments to implement a strategic alliance with the Mashantucket Pequot Tribal
Nation (“MPTN"), which owns and operates Foxwoods Casino Resort in Ledyard,
Connecticut. Under the strategic alliance, we are consulting with MPTN in the
development of 8 new $700 million casino resort currently under construction
adjacent to the existing Foxwoods casino resort. The new resort will utilize the
“MGM Grand” brand name and is scheduled to open in Spring 2008. We have
also formed a jointly owned company with MPTN—Unity Gaming, LLC—to acquire
or develop future gaming and non-gaming enterprises. We will provide a loan of
up to $200 million to finance a portion of MPTN's investment in joint projects.

Jean Properties, We have entered into an operating agreement to form a
50/50 joint venture with Jeanco Realty Development, LLC. The venture will master
plan and develop a mixed-use community in Jean, Nevada. We will contribute
the Gold Strike and surrounding land to the joint venture. The value of this contri-
bution per the operating agreement will be $150 million. We expect to receive a
distribution of $55 million upon contribution of the assets to the venture, which is
subject to the venture obtaining necessary regulatory and other approvals, and
$20 million no later than August 2008.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

Summary of Expected Sources and Uses of Funds

We plan to fund our contractual obligations and other estimated spending
through a combination of operating cash flow, available borrowings under our
senior credit facility and potential issuances of fixed rate long-term debt. We
generated over $1.0 billlon in operating cash flow in 2007, which included deduc-
tions for interest payments, tax payments and certain contractually committed
payments reflected in the above table, including operating leases, employment
agreements and entertainment agreements,

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management's discussion and analysis of our results of operations and
liquidity and capital resources are based on our consolidated financial state-
ments. To prepare our consolidated financial statements in accordance with
accounting principles generally accepted in the United States of America, we
must make estimates and assumptions that affect the amounts reported in
the consolidated financial statements. We regularly evaluate these estimates
and assumptions, particularly in areas we consider to be critical accounting
estimates, where changes in the estimates and assumptions could have a mate-
rial impact on our results of operations, financial position or cash flows. Senicr
management and the Audit Committee of the Board of Directors have reviewed
the disclosures included herein about our critical accounting estimates, and
have reviewed the processes to determine those estimates.

Allowance for Doubtful Casino Accounts Receivable

Marker play represents a significant portion of the table games volume
at Bellagio, MGM Grand Las Vegas, Mandalay Bay and The Mirage. Our other
facilities do not emphasize marker play to the same extent, although we offer
markers to customers at those casinos as well.

We maintain strict controls over the issuance of markers and aggressively
pursue collection from those customers who fail to pay their marker balances
timely. These collection efforts are similar to those used by most large corpo-
rations when dealing with overdue customer accounts, including the mailing
of statements and delinquency notices, personal contacts, the use of outside
collection agencies and civil litigation. Markers are generally legally enforceable
instruments in the United States. At December 31, 2007 and 2006, approximately
47% and 48%, respectively, of our casino accounts receivable was owed by
customers from the United States. Markers are not legally enforceable instru-
ments in some foreign countries, but the United States assets of foreign
customers may be reached to satisfy judgments entered in the United States. At
December 31, 2007 and 2006, approximately 38% and 37%, respectively, of our
casino accounts receivable was owed by customers from the Far East.

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

The collectibility of unpaid markers is affected by a number of factors,
including changes in currency exchange rates and economic conditions in the
customers’ home countries. Because individual customer account balances
can be significant, the allowance and the provision can change significantly
between periods, as information about a certain customer becomes known or
as changes in a region's economy occur.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

Impairment of Long-lived Assets

We evaluate our property and equipment and other long-tived assets for
impairment in accordance with Statement of Financial Accounting Standards No.
144, “Accounting for the Impairment or Disposal of Long-Lived Assets.” For assets
to be disposed of, we recognize the asset at the lower of carrying value or fair
market value less costs of disposal, as estimated based on comparable asset
sales, offers received, or a discounted cash flow model. For assets to be held
and used, we review for impairment whenever indicators of impairment exist. We
then compare the estimated future cash flows of the asset, on an undiscounted
basis, to the carrying value of the asset. If the undiscounted cash flows exceed
the carrying value, no impairment is indicated, If the undiscounted cash flows do
not exceed the carrying value, then an impairment is recorded based on the fair
value of the asset, typically measured using a discounted cash flow model. If an
asset is still under development, future cash flows include remaining construc-
tion costs. All recognized impairment losses, whether for assets to be disposed
of or assets to be held and used, are recorded as operating expenses.

There are several estimates, assumptions and decisions in measuring
impairments of long-lived assets. First, management must determine the usage
of the asset. To the extent management decides that an asset will be sold, it
is more likely that an impairment may be recognized. Assets must be tested at
the lowest level for which identifiable cash flows exist. This means that some
assets must be grouped, and management has some discretion in the grouping
of assets. Future cash flow estimates are, by their nature, subjective and actual
results may differ materially from our estimates.

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

See “Results of Operations” for discussion of write-downs and impairments
recorded in 2007, 2006 and 2005. In 2006, we entered into agreements to sell
Primm Valley Resorts and Laughlin Properties. The fair value less costs to sell
exceeded the carrying value, therefore no impairment was indicated. Other
than the above items, we are not aware of events or circumstances through
December 31, 2007 that would cause us to review any material long-lived assets
for impairment.

Income taxes

We account for income taxes in accordance with Statement of Financial
Accounting Standards No. 109, "Accounting for Income Taxes” (“SFAS 109"). SFAS
109 requires the recognition of deferred tax assets, net of applicable reserves,
related to net operating loss carryforwards and certain temporary differences.
The standard requires recognition of a future tax benefit to the extent that real-
ization of such benefit is more likely than not. Otherwise, a valuation allowance
is applied. Except for certain New Jersey state net operating losses, certain
other New Jersey state deferred tax assets, a foreign tax credit carryforward
and certain foreign deferred tax assets, we believe that it is more likely than not
that our deferred tax assets are fully realizable because of the future reversal of
existing taxable temporary differences and future projected taxabie income.

Our income tax returns are subject to examination by the internal Revenue
Service (“IRS") and other tax authorities. While positions taken in tax returns are
sometimes subject to uncertainty in the tax laws, we do not take such positions
unless we have “substantial authority” to do so under the Internal Revenue Code
and applicable regulations. We may take positions on our tax returns based on
substantial authority that are not ultimately accepted by the IRS,

Effective January 1, 2007, we adopted Financial Accounting Standards
Board Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an
Interpretation of FASB Statement No. 109" (“FIN 48”). FIN 48 requires that tax
positions be assessed using a two-step process. A tax position is recognized if it
meets a “more likely than not” threshoid, and is measured at the largest amount
of benefit that is greater than 50 percent likely of being realized. As required
by the standard, we review uncertain tax positions at each balance sheet date.
Liabilities we record as a result of this analysis are recorded separately from any
current or deferred income tax accounts, and are classified as current (“Other
accrued liabilities”) or long-term (*Other {ong-term liabilities”) based on the time
until expected payment. Additionally, we recognize accrued interest and penal-
ties related to unrecognized tax benefits in income tax expense, a policy that
did not change as a result of the adoption of FIN 48.

We file income tax returns in the U.S. federal jurisdiction, various state and
local jurisdictions, and foreign jurisdictions, although the taxes paid in foreign
jurisdictions are not material. We are no longer subject to examination of our
U.S. federal income tax returns filed for years ended prior to 2003. While the
IRS examination of the 2001 and 2002 tax years closed during the first quarter
of 2007, the statute of limitations for assessing tax for such years has been
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

RECENTLY ISSUED ACCOUNTING STANDARDS

Accounting for Business Combinations and Non-Controlling Interests

In December 2007, the Financial Accounting Standards Board (‘FASB")
issued SFAS No. 141 (R), "Business Combinations” {"SFAS 14IR") and SFAS
No. 160 “Non-controlling interests in Consolidated Financial Statements—an
amendment of ARB No. 51,” ("SFAS 160"). These standards amend the require-
ments for accounting for business combinations, including the recognition and
measurement of additional assets and liabilities at their fair value, expensing
of acquisition-related costs which are currently capitalizable under existing
rules, treatment of adjustments to deferred taxes and liabilities subsequent to
the measure period, and the measurement of non-controlling interest, previ-
ously commonly referred to as minority interests, at fair value. SFAS 141R also
includes additional disclosure requirements with respect to the methodologies
and technigues used to determine the fair value of assets and liabilities recog-
nized in a business combination. SFAS 141R and SFAS 160 apply prospectively
to fiscal years beginning on or after December 15, 2008, except for the treat-
ment of deferred tax adjustments which apply to deferred taxes recognized in
previous business combinations. These standards will become effective for us
on January 1, 2009. We are currently evaluating the effect, if any, the adoption of
SFAS 141R and SFAS 160 will have on our consolidated financial statements.

Impact of Buy-Sell Clauses on Sales of Real Estate

In December 2007, the Emerging lssues Task Force (*EITF"} of the FASB
ratified its consensus on EITF No. 07-6 “Accounting for the Sale of Real Estate
Subject to the Requirements of FASB Staternent No. 66, Accounting for Sales
of Real Estate, When the Agreement Includes a Buy-Sell Clause.” The EITF
reached consensus that a buy-sell clause, in and of itself, does not constitute
a prohibited form of continuing involvement that would preclude partial sale-
recognition under Statement 66. This EITF is effective for fiscal years beginning
after December 15, 2007, or for us January 1, 2008. The adoption of EITF Ne. 07-6
did not have a material impact on our consolidated financial statements.

Fair Value and Fair Value Option

In February 2007, the FASB issued SFAS No. 159 “The Fair Value Option for
Financial Assets and Financial Liabilities” (“SFAS 159"). SFAS 159 permits the
measure of certain financial instruments and certain other items at fair value and
establishes presentation and disclosure requirements to help financial statement
users to understand these measurements and their impact on earnings. This
statement is effective for us beginning in January 1, 2008. The adoption of SFAS
159 did not have a material impact on our consolidated financial statements.

In September 20086, the FASB issued SFAS No. 157 “Fair Value Measurements”
("SFAS 1577), SFAS 157 establishes a framework for measuring fair value under
generally accepted accounting principles and expands fair value disclosures.
This statement will be effective for us beginning January 1, 2008 for financial
assets and liabilities and beginning January 1, 2009 for certain non-financial
assets and liabilities. The adoption of SFAS 157 did nct have a material impact
on our consolidated financial statements.

MARKET RISK

Market risk is the risk of loss arising from adverse changes in market
rates and prices, such as interest rates, foreign currency exchange rates and
commodity prices. Cur primary exposure to market risk is interest rate risk asso-
ciated with our long-term debt. We attempt to limit our exposure to interest rate
risk by managing the mix of our long-term fixed rate borrowings and short-term
borrowings under our bank credit facilities.

As of December 31, 2007, long-term fixed rate borrowings represented
approximately 71% of our total borrowings. Based on December 31, 2007 debt
levels, an assumed 100 basis-point change in LIBOR would cause our annual
interest cost to change by approximately $3 million.
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Report of Independent Registered Public Accounting Firm
TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF MGM MIRAGE

We have audited the internal control over financial reporting of MGM MIRAGE and subsidiaries (the “Company”) as of December 31, 2007, based on criteria
established in Internal Control—Integrated Frarmework issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s manage-
ment is responsible for maintaining effective Internal Control Over Financial Reporting and for its assessment of the effectiveness of internal control over financial
reporting, included in the accompanying Management's Annual Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on
the Company's internal control over financial reporting based on our audit,

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects.
Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating
the design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal executive and principal fi-
nancial officers, or persons performing similar functions, and effected by the company’s board of directors, management, and other personnel to provide reasonable
assurance regarding the reliability of financial reperting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company's internal control over financial reporting includes those policies and procedures that {1) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transac-
tions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper management override of controls,
material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the
internal control over financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2007, based on the criteria
established in internal Control—Integrated Framework issued by the Committee of Sponsoring Crganizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consoclidated financial state-
ments as of and for the year ended December 31, 2007, of the Company and our report dated February 29, 2008, expressed an unqualified opinion on those financial
statements and included an explanatory paragraph regarding the adopticn of Statement of Financial Accounting Standards No. 123(R), Share-Based Payment, and the
adoption of Financial Accounting Standards Board Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an interpretation of FASB Statement No. 109.

§. P e P

Las Vegas, Nevada
February 29, 2008

VISION TS

W —RO0T-AR




8002 ‘62 Alenigay
epeaaN ‘'sebap se

A2z TEITL L 2]

‘Bunioday |e1ouBUY

1320 |0UOD (sl sAuedwod ayr uo uojuido peyjjenbun ue passaidxs ‘goOZ ‘62 Alernugey peiep podsas uno pue LoISSILWOD Aempeal) 2y Jo suoneziuebin Bu)

-1osuods Jo eaniwwo aY) Aq penssi xuomewe. payelbaluj—jouo) Jeusaiu) ul pays|gelIss eiallId ay) uc paseq 2002 ‘|E Jaqwadag jo se Bunsodas jelousuy 1sa0
jonuod [eweul sAueduwod ayl (seiels palun) pieog bisieag Bununosay Auedwon olgnd @yl JO SPIEpURIS Ui YIIM 92UBDIODOOR Ul 'PBIPNE OS|E 9ABY M

‘60! ON luawalels gsv4 Jo uonelardialur ue—soxg] awoou) u Auenesurn Jof Bununoooy ‘g "oN uonelsidia| pieog spiepuels Bujunosoy [BISUBUlH Jo suoisiaoid

ay) pardope Auedwo)d aul 200z ‘I Alenuer uo ‘SJUSWLIBIS |BIOUBUY PBIBPICSUOS SY) 0} 2| 810N U| Ppassnos|p se ‘os|y ustuded paseg-aieys '(H)ecl ON spiepuels
Bununoooy |e1oueuld Jo Juawales Jo suossiacid eyy paidope Auedwos ayy '9OEZ ‘| AEnugr U0 'SIUSLLISIEIS |BIDUBUY POIEPLOSUCS B 01 §| SION Ul PISSNIsIp sy

‘ealawWy JO S8IBIg palun ay) ul paldsooe Ajersuab sajdiound Bununosse yym

ANwoyuods uy Y00z ‘|1E 1equedag papua poeuad ay) uj sieak asIy) 8y} JO YOBS JOJ SMOj} YSeD 118yl pue suojeiado Jtay) o synsal ayl pue '9QQ0z PUEB 002 'I€ Jaques
-3(] JO SB saueIpIsgns pue JOYHIN WO JO uonisod |eioueuy ay) 'sioadsal [BuSiew |8 uf Aldie) Juasald sluawWalels |BIDUBUY PeIEplosuod Y2ns ‘uoiuido Ino uj

‘uouido 1no 10j siseq

a|geucseas e apiacId SHIPNE INO 1BY} 9AS119Q 3 uoiRuasald Juswaiels [e1oueuy [|BJar0 oY) Bupenjeas se |jam se Yuawabeuew Aq apew sarewiss ueayubis pue

pasn sajdiound Bununcooe ay) Buissesse Sapn|ou) 0S(e HPNE UY 'SIUSWALEIS [BIDUBUY BY) Ul $8INs0jos|p pue sunowe ay) Bupioddns esuepiae ‘'siseq 1se1 e uo ‘Bu

-UIWIEXS SOPNIDUL YIPNE Uy “JUSWBEISSIW [BLSIEW JO 98)) 218 SJUBWSIELS [BISUBUY 841 1919UM JNOCE 92URINSSE S|qBUOSES] UIRIQO O} ypne sy uloped pue uejd am
1By 2anbal spiepuels as0y] (S91B15 poiuN) pieog yBisiaag Bununosoy Auedwod dlqnd 8yl JO SPIEPUBRIS SUl UM SDUBPIOIIE Ul SUPNE INO PaloNpuod S

‘S}PNE INO UO paseq SusLs s

[el2uBUY pajepljosucd ay) uo uciuldo ue ssaudxas oy s1 Ayjiqisuodsal JnQ waswabeuew sAuedwon sy Jo AUpgisuocdsal ay) ale SJUSWDLEIS [RIDUBUY PSIEP||OSUCD

asayl 002 ‘It Jequesaq papus pouad syl Ul siesk o8Iyl 8yl JO UOES 10} SMOJ} YSED pue ‘Ainba S1ap|oyxo0is 'awosul Jo S1USWSIRIS PRIEPIIOSUOD Pale|al Byl
pue ‘9002 Pue L00Z ‘1§ Jaqwadaq jo se (Auedwos, syl saueIpIsqns pue JovHIW WDW JO S199ys aouejeq paieplosuod bBujiAuedwoode sy palipne aAey am

JOVHIN WOW 40 SHIATOHMIO0LS ANV SHOLD3HIQ 40 QUv0od JHL OL

w4 Bupunoooy 211qnd palais|bay juspuadapu) jo yioday




Consolidated Balance Sheets

{IN THOUSANDS, EXCEPT SHARE AMOUNTS)

At December 31,

ASSETS
Current assets

Cash and cash equivalents
Accounts receivable, net

Inventories

Income tax receivable

Deferred income taxes

Prepaid expenses and other.

Assets held for sale

Total current assets

Real estate under development

Property and equipment, net

Other assets
Investments in unconsolidated affiliates

Goodwill

Other intangible assets, net

Deposits and other assets, net

Total other assets

LIABILITIES AND STOCKHCLDERS' EQWITY
Current liabilities
Accounts payable

Construction payable.
Income taxes payable

Accrued interest on long-term debt

Other accrued liabilities

Deferred income taxes

Long-term debt

Other long-term obligations
Commitments and contingencies (Note 13)

Stockholders’ equity
Common stock, $.01 par value: authorized 600,000,000 shares, issued 368,395,926 and 362,886,027 shares:;

outstanding 293,768,899 and 283,909,000 shares

Capital in excess of par value

Treasury stock, at cost (74,627027 and 78,977,027 shares)

Retained earnings
Accumulated other comprehensive income

Total stockholders' equity

] 2007 2006
$ 412,300 | $ 452544
412,345 362921
126,116 118459

- 18,619

63,453 68,046
105,412 124,414
55,670 369,348
1,175,386 1514751

- 188,433
16,823,704 17,24 860
2,482,727 1,092,257
1,262,022 1300747
359,770 367,200
623177 440990
4,728,596 3201194

s 22,727,686 | § 22146238
s 219556 | s 182154
76,524 234486
284,075 -
211,228 232957
929,424 958,244
3,880 40,259
1,724,657 1,648,100
3,416,660 3,441,157
n175,228 | 12,994,859
350,407 212,563
3,684 3629
3,951,162 2,806,636
{2,115,107) (1,597,120}
4,220,408 2,635,989
556 415
5,060,703 3,849,549

$ 22,727,686 | § 22146,238

The accompanying notes are an integral pan of these consolidated financisl statements.
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Consolidated Statements of Cash Flows

{\IN THOUSANDS)

Year Ended December 31,

Cash flows from oparating activities
Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

Amortization of dabt discounts, premiums and issuance costs
Provision for doubtful accounts

Stock-based compensation

Property transactions, net
Loss on early retirements of debt

Gain on CityCenter transaction

Gain on disposal of discontinued operations
Income from unconsolidated affillates

Distributions from unconsclidated affiliates

Deferred income taxes

Tax benefit from stock option exercises

Changes in current assets and liabilities:
Accounts receivable

Inventories

Income taxes receivable and payable

Prepaid expenses and other
Accounts payable and accrued llabllities

Real estate under development

Residential sales deposits, net
Hurricane Katrina insurance recoveries

Change in Hurricane Katrina insurance receivable

Other

Net cash provided by operating activities

Cagh flows from investing activitlas

Purchases of property and equipment
Proceeds from centribution of CityCenter

Acquisitlon of Mandalay Resort Group, net of cash acquired

Proceeds from disposals of discontinued operations, net
Purchase of convertible note

Hurricane Katrina insurance recoveries

Dispositions of property and equipment
Investments in unconsolidated affiliates

Other

Net cash provided by (used in) investing activities.
Cash flows from financing activities
Net borrowings (repayments) under bank credit facilities—maturities of 90 days or less

Borrowings under bank credit facilitles—maturities longer than 90 days
Repayments under bank credit facilities—maturities longer than 90 days

Issuance of long-term debt

Repayment of long-term debt
Debt issuance costs

Issuance of common stock

Issuance of common stock upon exercise of stock options
Purchases of common stock

Excess tax benefits from stock-based compensation

Qther

Net cash previded by (used in} financing activities

Cash and cash equivalents

Net increase (decrease) for the year
Cash related to assets held for sale

Balance, beginning of year

Balance, end of year,
Supplemental cash flow disclosures
Interest paid, net of amounts capitalized

State, federal and foreign income taxes paid, net of refunds
Non-cash investing and financing activities
Carrylng value of net assets contributed to joint venture

Increase in construction payable

2007 2006 2005
$ 1584419 648,264 [ 5 443,256
700,334 653,919 588,102
4,298 (3,096} 5,791
32,910 47950 25,846
45,678 73626 7323
(186,313) {41135) 36,880
- _ 18,139
{1,029.660) - -
(265,813) - -
82,217 {2290,295) {134,132)
21,062 212477 89,857
32,813 59764 51,759
- — 94,083
(82,666) (65,467} 68.159)
(8,511) (10,431} (7.017)
315877 (129,929} 8,058
10,937 (21.921) 10,830
32720 111,559 75,404
(458,165) {89.724) -
247046 13,970 -
7271 98,786 —
(5.962) (46,581) {48,275}
(97,082} (50.784) 16,949)
Q94 416 1,231952 1,182 796
(2,917.409) (1.758,795) {719,46)
2.468,652 - -
— - (4,420,990)
578,873 - —
{160,000) - —
207289 209963 46,250
475N 1,375 7.828
— {86,000) (183,000)
{15,675) (18.970) (33,759)
209,301 {1,642,427) (5,302,817}
{402,300 756,850 325,000
6750000 7,000,000 4,400,000
{(7.500,000) (850,000} -
750,000 1,500,000 880,156
(1,402,233} (444,500) {1,408.992)
(5.983) (28,383) {50,331)
1i92.758 - —
97,792 89113 145,761
(826,765) (246,892) (217,316}
102,479 47330 -
3715 (13,494) (11,452)
{1.240,537) 510,024 4,062,826
(36,820) 99,549 (57.195)
(3734) (24,538) —
452944 377933 435128
§ 412390 452944 { § 377933
s 731618 778590 | $ 588587
391,042 369,450 75.776
s 2773612 —-1s —
127993 125,258 40,803

The accompanying notes are an Integral part of thase consolidated financial statements.
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Motes to Consolidated Financial Statements
NOTE 1 — ORGANIZATION

MGM MIRAGE (the “Company”) is & Delaware corporation, incorporated on
January 29, 1986. As of December 31, 2007, approximately 52% of the outstanding
shares of the Company's common stock were owned by Tracinda Corporation, a
Nevada corporation wholly owned by Kirk Kerkorian. MGM MIRAGE acts largely
as a holding company and, through wholly-owned subsidiaries, owns and/or
operates casino resorts. On April 25, 2005, the Company completed its merger
with Mandalay Resort Group ("Mandalay”) — see Note 3.

The Company owns and operates the following casino resorts in Las
Vegas, Nevada: Bellagio, MGM Grand Las Vegas, Mandalay Bay, The Mirage,
Luxor, Treasure Island (“TI"), New York-New York, Excalibur, Monte Carlo, Circus
Circus Las Vegas and Slots-A-Fun. Operations at MGM Grand Las Vegas include
management of The Signature at MGM Grand Las Vegas, a condominium-hotel
consisting of three towers. Other Nevada operations include Circus Circus Reno,
Gold Strike in Jean, and Railroad Pass in Henderson. The Company has a 50%
investment in Silver Legacy in Reno, which is adjacent to Circus Circus Reno.
The Company also owns Shadow Creek, an exclusive, world-class golf course
located approximately ten miles north of its Las Vegas Strip resorts, and Primm
Valley Golf Club at the California/Nevada state line.

In April 2007, the Company completed the sale of Buffalo Bill's, Primm Valley,
and Whiskey Pete’s casino resorts (the “Primm Valley Resorts"), not including the
Primm Valley Golf Club, with net proceeds to the Company of approximately $398
million. In June 2007, the Company completed the sale of the Colorado Belle
and Edgewater in Laughlin (the “Laughlin Properties™, with net proceeds to the
Company of approximately $198 million. In February 2007, the Company entered
into an agreement to contribute Gold Strike, Nevada Landing and surrounding
land (the “Jean Properties”) to a joint venture. The joint venture's purpose is to
develop a mixed-use community on the site. See Note 4 for further discussion
of these transactions.

The Company is a 50% owner of CityCenter, a mixed-use development on the
Las Vegas Strip, between Bellagio and Monte Carlo. CityCenter will feature a 4,000-
room casino resort designed by world-famous architect Cesar Pelli; two 400-room
non-gaming boutique hotels, one of which will be managed by luxury hotelier
Mandarin Oriental; approximately 425,000 square feet of retail shops, dining and
entertainment venues; and approximately 2.3 miflion square feet of residential
space in approximately 2,700 luxury condominium and condominium-hotel units
in multiple towers. The estimated net project budget for CityCenter is $8.0 billion,
after net residential proceeds of $2.7 billion. The gross project budget consists

of $8.7 billion of construction costs, including capitalized interest, $1.7 billion of
land, $0.2 billion of pre-opening expenses, and $01 billion of intangible assets.
The construction costs, land and intangible assets reflect the impact of $1.3 billion
of positive valuation adjustments upon the contribution of the CityCenter assets
to the joint venture. The Company owned 100% of CityCenter until November 15,
2007, see Note 5 for discussion of the CityCenter joint-venture transaction.

The Company and its local partners own and operate MGM Grand Detroit,
which recently opened a new permanent hotel and casino complex in down-
town Detroit, Michigan. The interim facility closed on September 30, 2007 and
the new casino resort opened on October 2, 2007. The Company also owns
and operates two resorts in Mississippi — Beau Rivage in Biloxi and Gold Strike
Tunica. Beau Rivage recpened in August 20086, after having been closed due to
damage sustained as a result of Hurricane Katrina in August 2005.

The Company has 50% interests in three resorts outside of Nevada—Grand
Victoria, Borgata and MGM Grand Macau (through its 50% ownership of MGM
Grand Paradise Limited). Grand Victoria is a riverboat in Elgin, lllinois—an affil-
iate of Hyatt Gaming owns the other 50% of Grand Victoria and also operates
the resort. Borgata is a casino resort located on Renaissance Pginte in the
Marina area of Atlantic City, New Jersey. Boyd Gaming Corporation owns the
other 50% of Borgata and also operates the resort,

The Company owns additional land adjacent to Borgata, a portion of which
consists of common roads, landscaping and master plan improvements, a
portion of which is being utilized for an expansion of Borgata, and a portion of
which is planned for a wholly-owned development, MGM Grand Atlantic City,
preliminarily estimated to cost approximately $4.5 — $5.0 billion, excluding land
and associated costs. The proposed resort would include three towers with
more than 3,000 rooms and suites, approximately 5000 slot machines, 200
table games, 500,000 square-feet of retail, an extensive convention center, and
other typical resort amenities.

MGM Grand Macau is a casino resort that opened on December 18, 2007.
Pansy Ho Chiu-King owns the other 50% of MGM Grand Paradise Limited.
Construction of MGM Grand Macau is expected to cost approximately $880
million, excluding preopening, land rights and license costs. Preopening and
start-up expenses were approximately $110 million. The land rights cost approxi-
mately $60 million. The subconcession agreement, which allows MGM Grand
Paradise Limited to operate casinos in Macau, cost $200 million.
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Motes to Consolidated Financial Statements

Trade receivables, including casino and hotel receivables, are typically non-
interest bearing and are initially recorded at cost. Accounts are written off when
management deems the account to be uncollectible. Recoveries of accounts
previously written off are recorded when recelved. An estimated allowance for
doubtful accounts is maintained to reduce the Company's receivables to their
carrying amount, which approximates fair value. The allowance is estimated
based on specific review of customer accounts as well as historical collec-
tion experience and current economic and business conditions. Management
believes that as of December 31, 2007, no significant concentrations of credit
risk existed for which an allowance had not already been recorded.

Inventories. Inventories consist of food and beverage, retail merchandise
and operating supplies, and are stated at the lower of cost or market. Cost
is determined primarily by the average cost method for food and beverage
and supplies and the retail inventory or specific identification methods for retail
merchandise.

Real estate under development. Real estate under development at
December 31, 2006 represented capitalized costs of wholly-owned real estate
projects to be sold, which consisted entirely of condominium and condominium-
hotel developments at CityCenter. Subsequent to the contribution of CityCenter
to a joint venture ~ See Note 5 ~ the Company no longer has real estate under
development,

Property and equipment. Property and equipment are stated at cost. Gains
or losses on dispositions of property and equipment are included in the deter-
mination of income. Maintenance costs are expensed as incurred. Property and
equipment are generally depreciated over the following estimated useful lives
on a straight-line basis;

Buildings and improvements ...........nmmmmnmmenns .30 to 45 years
Land improvements ............. 10 to 20 years
Furniture and fixtures.. .3 to 10 years
EQUIPMENt ... et 3 to 20 years

We evaluate our property and equipment and other long-lived assets for
impairment in accordance with the Financial Accounting Standards Board's
Statement of Financial Accounting Standards No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets.” For assets to be disposed of, we
recognize the asset to be sold at the lower of carrying value or fair value less
costs of disposal. Fair value for assets to be disposed of is estimated based on
comparable asset sales, offers received, or a discounted cash flow model.

For assets to be held and used, we review fixed assets for impairment
whenever indicators of impairment exist. If an indicator of impairment exists,
we compare the estimated future cash flows of the asset, on an undiscounted
basis, to the carrying value of the asset. If the undiscounted cash flows exceed
the carrying value, no impairment is indicated. If the undiscounted cash flows
do not exceed the carrying value, then an impairment is measured based on fair
value compared to carrying value, with fair value typically based on a discounted
cash flow model. If an asset is still under development, future cash flows include
remaining construction costs. For a discussion of recognized impairment losses,
see Note 17.

Capitalized interest. The interest cost associated with major development
and construction projects is capitalized and included in the cost of the project.
When no debt is incurred specifically for a project, interest Is capitalized on
amounts expended on the project using the weighted-average cost of the
Company's outstanding borrowings. Capitalization of interest ceases when the
project is substantially complete or development activity is suspended for more
than a brief period.

Investment in The M Resort LLC convertible note. In June 2007, the
Company purchased a $160 million convertible note issued by The M Resort
LLC, which is developing a casino resort on Las Vegas Boulevard, 10 miles south
of Bellagio. The convertible note matures in June 2015, contains certain optional
and mandatory redemption provisions, and is convertible into a 50% equity
interest in The M Resort LLC beginning in December 2008. The convertible note
earns interest at 6% which may be paid in cash or accrued *in kind" for the first
five years; thereafter interest must be paid in cash. There are no scheduled
principal payments before maturity.
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Motes to Consolidated Financial Statements

Property transactions, net. The Company classifies transactions related to
long-lived assets — such as write-downs and impairments, demolition costs, and
normal gains and losses on the sale of fixed assets — as “Property transactions,
net” in the accompanying consolidated statements of income. See Note 17 for a
detailed discussion of these amounts.

Income per share of common stock. The weighted-average number of
common and common equivalent shares used in the calculation of basic and

diluted earnings per share consisted of the following:

{IN THOUSANDS)

Year Ended December 31, 2007 2006 2005
Weighted-average common shares outstanding used
in the calculation of basic earnings per share...........cn. 286,809 283,140 284,943

Potential dilution from stock options,

stock appreciation rights and restricted stocK.....ceerocee.. 11,475 8,607 11,391

Weighted-average common
and common equivalent shares used in
the calculation of diluted earnings per share............ 298,284 2,747 296,334

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

Comprehensive income. Comprehensive income includes net income and
all other non-stockholder changes in equity, or other comprehensive income.
Elements of the Company’s other comprehensive income are reported in the
accompanying consolidated statements of stockholders' equity, and the cumu-
lative balance of these elements consisted of the following:

{IN THOUSANDS)

At December 31, 2007 2006
Other comprehensive income (loss) from ]
unconsolidated affiliates $ {305} $ 137
Foraign currency translation adjustments 861 278
$ 556 | % 415

Reclassifications. The consolidated financial statements for prior years
reflect certain reclassifications, which have no effect on previously reported net
income, to conform to the current year presentation.

Recently Issued Accounting Standards. The following accounting stan-
dards were issued in 2007 but will impact the Company in future periods.

Accounting for Business Combinations and Non-Controlling Interests. In
December 2007, the Financial Accounting Standards Board (“FASB™) issued SFAS
No. 141 {R), “Business Combinations,” (*SFAS 141R”) and SFAS No. 160 “Non-control-
ling interests in Consolidated Financial Statements—an amendment of ARB No.
51" (“SFAS 160”). These standards amend the requirements for accounting for
business combinations, including the recegnition and measurement of addi-
tional assets and liabilities at their fair value, expensing of acquisition-related
costs which are currently capitalizable under existing rules, treatment of adjust-
ments to deferred taxes and liabilities subsequent to the measure period, and
the measurement of non-controlling interest, previously commonly referred to
as minority interests, at fair value. SFAS 141R also includes additional disclo-
sure requirements with respect to the methodologies and techniques used to
determine the fair value of assets and liabilities recognized in a business combi-
nation. SFAS 141R and SFAS 160 apply prospectively to fiscal years beginning on
or after December 15, 2008, except for the treatment of deferred tax adjustments
which apply to deferred taxes recognized in previous business combinations.
These standards will become effective for the Company on January 1, 2009. The
Company is currently evaluating the effect, if any, the adoption of SFAS 141R and
SFAS 160 will have on its consolidated financial statements.

Impact of Buy-Sell Clauses on Sales of Real Estate. in December 2007, the
Emerging Issues Task Force ("EITF"} of the FASB ratified its consensus on EITF
No. 07-6 “Accounting for the Sale of Real Estate Subject to the Requirements of
FASB Statement No. 66, Accounting for Sales of Real Estate, When the Agree-
ment Includes a Buy-Sell Clause.” The EITF reached consensus that a buy-sell
clause, in and of itself, does not constitute a prohibited form of continuing
involvement that would preclude partial sale-recognition under Statement 66.
This EITF is effective for fiscal years beginning after December 15, 2007, or for
the Company on January 1, 2008. The adoption of EITF No. 07-6 did not have a
material impact on the Company's consolidated financial statements.
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Notes to Consolidated Financial Statements

The results of the Laughlin Properties and Primm Valley Resorts are classi-
fied as discontinued operations in the accompanying consolidated statements
of income for all periods presented. Due to our continuing involvement in the
Jean Properties, the results of these operations have not been classified as
discontinued operations in the accompanying consolidated statements of
income. The cash flows of discontinued operations are included with the cash
flows of continuing operations in the accompanying consolidated statements of
cash flows.

Other information related to discontinued operations is as follows:

{IN THOUSANDS)

For the periods ended December 31, 2007 2006 2005
128619 3 42032] $ 353125

Net revenues of discontinued operations ... | $
Interest allocated to discontinued operations

(based on the ratio of nat assets of discontinued
operations to total consolidated net assets and debt)...... 5,844

18,160 15,267

NOTE 5 — CITYCENTER TRANSACTION

in August 2007, the Company and Dubai World, a Dubai, United Arab Emir-
ates government decree entity, agreed to form a 50/50 joint venture for the
CityCenter development. The joint venture, CityCenter Holdings, LLC, is owned
equally by the Company and Infinity World Development Corp., a wholly-owned
subsidiary of Dubai World. On November 15, 2007 the Company contributed
the CityCenter assets which the parties valued at $5.4 billion, subject to certain
adjustments. Dubai World contributed $2.96 billion in cash. At the close of the
transaction, the Company received a cash distribution of $2.47 billion, of which
$22 million will be repaid to CityCenter as a result of a post-closing adjust-
ment. The joint venture retained approximately $492 million to fund near-term
construction costs. The Company will continue to serve as developer of City-
Center and will receive additional consideration of up to $100 million if the
project is completed on time and actua! development costs, net of residential
proceeds, are within specified parameters. Upon completion of censtruction,
the Company will manage CityCenter for a fee.

The initial contribution of the CityCenter assets has been accounted for
as a partial sale of real estate. As a partial sale, profit can be recognized when
a seller retains an equity interest in the assets, but only to the extent of the
outside equity interests, and only if the following criteria are met: 1} the buyer is
independent of the seller; 2) collection of the sales price is reascnably assured;
and 3) the seller will not be required to support the operations of the property
1o an extent greater than its proportionate retained interest.

The transaction meets criteria 1 and 3, despite the Companys equity
interest and ongoing management of the project, because the Company does
not control the venture and the management and other agreements between
the Company and CityCenter have been assessed as being fair market value
contracts. In addition, the Company assessed whether it had a prohibited
form of continuing involvement based on the presence of certain contingent
repurchase options, including an option to purchase Dubai World’s interest if
Dubai World is denied required gaming approvals. The Company assessed the
probability of such contingency as remote and, therefore, determined that a
prehibited form of continuing involvement does not exist.

As described above, the Company did not receive the entire amount of the
sales price, as a portion remained in the venture to fund near-term construction
costs. The Company expects that the permanent financing for CityCenter will
require such funds to remain in the venture and not be distributed; therefore, the
Company believes that portion of the gain does not meet criteria 2 above and
has been deferred. The Company recorded a gain of $1.03 billion based on the
following (in millions}:

Cash received:
Initial distribution $ 2,468
Post-ciosing adjustment (22)
Net cash received 2,448
Less: 50% of carrying value of assets contributed {1.387)
Less: Liabilities resulting from the transaction {29)
5 1,030

The Company is accounting for its ongoing investment in CityCenter using
the equity method, consistent with its other investments in unconsoclidated affili-
ates. The Company assessed whether CityCenter should be consolidated under
the provisions of FIN 46(R) and determined that CityCenter is not a variable
interest entity, based on the following: 1) CityCenter does not meet the scope
exceptions in FIN 46(R); 2) the equity at risk in CityCenter is sufficient, based
on qualitative assessments; 3) the equity holders of CityCenter (the Company
and Dubai World) have the ability to control CityCenter and the right/obliga-
tion to receivelabsorb expected returns/losses of CityCenter; and 4) while
the Company's 50% voting rights in CityCenter may not be proportionate to
its rights/obligations to receivelabsorb expected returnsf/losses given the fact
that the Company manages CityCenter, substantially all of the activities of City-
Center do not involve and are not conducted on behalf of the Company.
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Motes to Consolidated Financial Statements

Differences between the Company’s venture-level equity and investment
balances are as follows:

[IN THOUSANDS)

The Company recorded its share of the results of operations of the uncon-

solidated affiliates as follows:

(IN THOUSANDS)

Yaar Ended December 31,

At December 31, 2007 2006

Venture-level equity $ 2978271| $ 698587

Fair value adjustments to investments acquired

in business combinations 321,814 321,814

Adjustment to CityCenter equity upon contribution

of net assets by MGM MIRAGE (662,492) —

Capitalized interest 99,055 68,806

Other adjustments, (251,921) 3,050
$ 2482727 $ 1092257

The fair value adjustments related to bustness combinations include a $90
million increase for Borgata, related to and; a $267 million increase for Grand
Victoria, related to indefinite-lived gaming license rights; and a $35 million
reduction for Silver Legacy, related to long-term assets and long-term debt. The
adjustments for Borgata and Grand Victoria are not being amortized; the adjust-
ments for Silver Legacy are being amortized based on the useful lives of the
reiated assets and liabilities.

The adjustment to CityCenter equity reflects the fact that the net assets
(and corresponding equity) contributed by MGM MIRAGE were recorded at
a partial step-up in value, while the investment is on a historical cost basis.
Other adjustments includes the deferred gain on the CityCenter transaction. A
portion of the CityCenter-related amounts will be amortized, based on amounts
assigned to depreciable assets, or recorded upon the sales of condominium
units. The remainder will not be amortized, based on amounts assigned to land
and indefinite-lived intangible assets.

Income from unconsolidated affiliates ...

Precpening and start-up expenses

Non-operating items from unconsclidated affillates ...

2007 2006 2005

s 222162| 8  254171| 8 151871
(81,140) (8.813) (1L914)
{18,805) (16,063) (15,825

s 162217 $ 229295 § 134,132

Summarized balance sheet information of the unconsolidated affiliates is as

follows:

{IN THOUSANDS)

At December 31,

Current assets

Property and other assets, net

Current liabilities

Long-term debt and other liabilities
Equity

2007
s 678217
7,803,128
839,667
1,896,570
5,745,008

$

281,766
2227570
248,931
1,008,565
1,250,840

Summarized results of operations of the

follows:

{IN THOUSANDS)

unceonsolidated affiliates are as

Year Ended December 31,

Net revenues

Operaling expenses, excepl preopening expenses...

Precpening and start-up expenses

Operating income

Interast expense.

Other non-operating income

Net income

2007 2006 2005
s 1,885505f $ 2020523 § 1,243465
(1,850,854}  {1.536,253) (938,972)
.B.mme (12,285) (1,352)
355,145 471,985 303,141
(48,500 (37.898) (35034)
6,082 2,462 1,435

$_ 312727|$ 436549 $ 269,542
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Notes to Consolidated Financilal Statements
NOTE 11 — LONG-TERM DEBT
Long-term debt consisted of the following:

{IN TROUSANDS)

At December 31, 2007 2006
Senior credit facility. $ 3229550|% 4381850
$710 million 9.75% senior subordinated notes, due 2007, net.....eecoeecene - 709,477
$200 million 675% senior notes, due 2007, net - 197,279
$492.2 million 10.25% senior subordinated notes, due 2007, net.... . — 605,704
$180.4 million 6.75% senior notes, due 2008, net 180,085 175,951
$196.2 million 9.5% senior notes, due 2008, net. 200,203 206,733
$226.3 million 6.5% senior notes, due 2009, net 227,356 227955
$1.05 billion 6% senior notes, due 2008, net 1,052,577 1,053,942
$2976 million 9.375% senior subordinated notes, due 2010, net....ooo...... 312,807 319,277
$825 million 8.5% senior notes, due 2010, net 823,689 B23197
$400 million 8.375% senior subordinated notes, due 2001 weeveeeeeo 400,000 400000
$132.4 million 6.375% senior notes, due 2011, net 133,320 133,529
$550 million 575% senicr notes, due 2012 550,000 550,000
$150 million 7625% senior subordinated debentures, due 2013, net.......... 154,679 155,351
$500 million B.75% senior notes, due 2013 500,000 500,000
$525 million 5.875% wm_.;o-f:oﬁmm_ due 2014, net 523,089 522,839
$875 million 6.625% senior notes, due 2015, net 879,173 879,592
$250 million B.875% senior notes, due 2016 250,000 250,000
$750 million 7.5% senior notes, due 2016 750,000 —
$100 million 7.25% senior debentures, due 2017, Retu e 84,499 83,556
$750 million 7625% senior notes, due 2017 750,000 750,000
Floating rate convertible senior debentures, due 2033... 8,472 8,472
$150 million 7% debentures, due 2036, net 155,835 165,900
$4.3 million 6.7% debentures, due 2096 4,265 4,265
Other notes 5,630 —

11,175,229 12,994,869
Less: Current portion — —
$ 11,175,229 $ 12,094,859

Amounts due within cne year of the balance sheet date are classified as
long-term in the accompanying consolidated balance sheets because the
Company has both the intent and ability to repay these amounts with available
borrowings under the senior credit facility.

Interest expense, net consisted of the following:

(IN THOUSANDS)

For the pericds ended December 31, . aoor 2006 2005
Total interest incurred $ 930,13B|% 900661 |% 685552
Interest capitalized (215,951) (122,140) (29.527)
Interest allocated to discontinued operations............coee. (5,844) (18,160) (15,267)

$ T08343¢ s 760,361 | $ 640,758

The senior credit facility has a total capacity of $7 billion and matures in
2011. The Company has the ability to soclicit additional lender commitments to
increase the capacity to $8 billion. The components of the senior credit facility
include a term loan facility of $2.5 billion and a revolving credit facility of $4.5
billion. At December 31, 2007, the Company had approximately $37 billion of
available borrowing capacity under the senior credit facility.

In May 2007, the Company issued $750 million of 7.5% senior notes due 2016.
In June 2007, the Company repaid the $710 million of 9.75% senior subordinated
notes at maturity. In August 2007, the Company repaid the $200 million of 6.75%
senior notes and the $492.2 million of 10.25% senior subordinated notes at matu-
rity using borrowings under the senior credit facility.

In February 2006, the Company repaid the $200 million 6.45% senior notes
at their maturity. In October 2006, the Company repaid the $244.5 million 7.25%
senior notes at their maturity. The Company repaid both issuances of senior
notes with borrowings under the senior credit facility. In April 2006, the Company
issued $500 million of 675% senior notes due 2013 and $250 million of 6.875%
senior notes due 2016. In December 2006, the Company issued $750 million of
7.625% senior notes due 2017. The proceeds of the April 2006 and December
2006 issuances were used to repay outstanding borrowings under the senior
credit facility.

In February 2005, the Company redeemed all of its outstanding 6.875%
senior notes due February 2008 at the present value of future interest payments
plus accrued interest at the date of redemption. The Company recorded a loss
on retirement of debt of $20 million in the first quarter of 2005, classified as
“Other, net” in the accompanying consolidated statements of income.

In December 2004, the Company's Board of Directors authorized the
purchase of up to $100 milion of the Company’s public debt securities. This
authorization remains available as of December 31, 2007,
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MNotes to Consolidated Financial Statements

A reconciliation of the federal income tax statutory rate and the Company's (IN THOUSANDS}
effective tax rate is as follows: At December 31, 2007 2006
Deferred tax liabilities—federal and state ‘ ,
Year Ended Decembaer 31, 2007 2006 2005 Property and equipment $ (3,444,406) $ (3,385984)
Federal income tax statutory rate 35.0% 350% 35.0% Long-term debt {1,479) -
State income tax {net of federal benefit).... . [13] 04 1.2 Investments in unconsolidated affillates. {10,735) (31,839)
Reversal of reserves for Prior t8X YBArS. ... 0.2) 0.8) — Intangibles (102,738) (28,991)
Losses of unconsolidated foreign affiliates.. ... 20 - - (3,559,358  (3,516.814)
Domestic Production Activity deduction ..., (1.8) — — Deferred taxes—foreign 2,214 2144
Foreign earnings repatriation — benefit of Less: Valuation allowance (2,214) {2.144)
American Job Creation Act of 2004 - — (1.8) - —
Tax credits (0.3) {0.6) (1.3) Net deferred tax liability $ (3,353,207)| ¢ (3.3731)
Permanent and other items 0.3 1.0 1.3
35.4% 35.0% 347% For federal income tax purposes, the Company has a foreign tax credit
carryforward of $2 million that will expire in 2015 if not utilized.
The major tax-effected components of the Company’s net deferred tax For state income tax purposes, the Company has a New Jersey net oper-
liability are as follows: ating loss carryforward of $18 million, which equates to a deferred tax asset of $1
million, after federal tax effect, and before valuation allowance. The New Jersey
IN THOUSANDS] net operating loss carryforwards began to expire in 2005.
At December 31, 2007 2006 At December 31, 2007, there is a $2 million valuation allowance provided on
Defetred tax assets—faderal and state . [~ certain New Jersey state net operating loss carryforwards and other New Jersey
Bad debt reserve $ 30830 |s 35454 state deferred tax assets, a valuation allowance of $2 million on the foreign tax
Deferred compensation 48,429 39039 credit, and a $2 million valuation allowance related to certain foreign deferred
Net operating loss carryforward 1,054 5705 tax assets because management believes these assets do not meet the “more
Preopening and start-up costs 4,278 5006 likely than not” criteria for recognition under SFAS 109. Management believes all
Accruals, reserves and other 68,614 34316 other deferred tax assets are more likely than not to be realized because of the
Long-term debt - 6338 future reversal of existing taxable temporary differences and expected future
Stock-based compensation 45,442 23662 taxable income. Accordingly, there are no other valuation allowances provided
Tax credits 2,40 2.48) at December 31, 2007.
210,198 152,011
Less: Valuation allowance (4,047) (8.308)
$ 206151 |s 143703
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Notes to Consolidated Financial Statements
At December 31, 2007, the Company was obligated under non-cancelable
operating leases and capita! leases to make future minimum lease payments as

follows:

(IN THOUSANDS}

QOperating Capital
Leases Leases

Years ending December 3t,
2008 14190 1,814
2009 9,498 1637
2010 7.843 1,607
20€m 7021 1,401
2012 5983 981
Thereafter 40,758 —
Total minimum lease payments s 85,291 7440
Less: Amounts representing interest (666}
Total obligations under capital | 6774
Less: Amounts due within one year (1492)
Amounts due after one year $ 5,282

The current and long-term obligations under capital leases are included
in “Other accrued liabilities™ and “Other long-term obligations,” respectively, in
the accompanying consolidated balance sheets. Rental expense for operating
leases, including rental expense of discontinued operations, was $36 million for
each of the years ended December 31, 2007 and 2006, and $33 million for the
year ended December 31, 2005.

CityCenter. As described in Note 1, the net project budget for CityCenter
is $8.0 billion. The joint venture expects to spend approximately $2.5 billion in
construction costs in 2008. As of December 31, 2007, the joint venture had $207
million of cash. In February 2008, MGM MIBAGE and Dubai World each loaned
$100 million to the joint venture to fund near-term construction costs. The joint
venture is currently negotiating with its lenders to obtain project financing to
fund remaining construction spending. The joint venture anticipates that project
financing will include requirements to utilize the project assets as security for
the financing. The other potential source of project financing is additional contri-
butions from MGM MIRAGE and Dubai World, which require approval of the joint
venture’s Board of Directors.

Mashantucket Pequot Tribal Nation. The Company entered into a series of
agreements to implement a strategic alliance with the Mashantucket Pequot
Tribal Nation (*“MPTN"), which owns and operates Foxwoods Casino Resort in
Ledyard, Connecticut. The Company and MPTN have formed a jointly owned
company—Unity Gaming, LLC—to acquire or develop future gaming and non-
gaming enterprises. The Company will provide a loan of up to $200 million to
finance a portion of MPTN'’s investment in joint projects.

Karzner/istithmar Jolnt Venture. In September 2007, the Company entered
into a definitive agreement with Kerzner International and Istithmar forming a
joint venture to develop a multi-billion doltar integrated resort to be located on
the southwest corner of Las Vegas Boulevard and Sahara Avenue. The Company
will contribute 40 acres of land, which is being valued at $20 million per acre, for
fifty percent of the equity in the joint venture. Kerzner International and Istithmar
will contribute cash totaling $600 million and each will obtain twenty-five percent
of the equity in the joint venture.

Other guarantees. The Company is party to various guarantee contracts
in the normal course of business, which are generally supported by letters
of credit issued by financial institutions. The Company's senior credit facility
limits the amount of letters of credit that can be issued to $250 million, and
the amount of available borrowings under the senior credit facility is reduced
by any outstanding letters of credit. At December 31, 2007, the Company had
provided $85 millicn of total letters of credit, including $50 million to support
bonds issued by the Economic Development Corporation of the City of Detroit,
which are recorded as a liability of the Company.

Litigation. The Company is a party to various legal proceedings, most of
which relate to routine matters incidenta! to its business. Management does
not believe that the outcome of such proceedings will have a material adverse
effect on the Company's financial position or results of operations.

VISIONS

A MG AAGE—

s o —EOOT AR




uesB ay) Jaye slep AlesiaAluue YLNo) Yl UC %0S pue welb syl 1aye aiep Ales
-19MUUE PIIYI 9Y) Uo %06 pasdel ue|d snoesd e 1spun pauelb saieys paiousal
uo SUONISaY 'SIUBWI|RISUl |ENUUE |BNDS 9AY IO JIN0J JIBULD Ul Sj(eS|DIaxa aIe
S9SED 1S0W Ul puUB 'SWid) JBak-0| J0 Jeal~; Joyye aney A|ersuab sued (e 19pun
paueib syys pue suondo ¥o015 Ho0ls paouise: pue suondo 30018 panss| pey
sapwwo au) ‘suepd snomaid sAuedwon syl Japun 'suoido ¥D01S JO asIDIexas
ay) uodn s9seYS MBU anss| o) uaaq sey sonoead sAuedwo) ay) ‘ueld snqluwo
8y} 1epun syyS pue suondo ¥o01s papieme AJUO SBY S9RIWILICYD 81 ‘91ep O]

‘SIBDA UDY SI PIEME UR YINS JO
WiIa) WNWIXew ey pue weld jo 1ep 8yl U0 %D01S 8y} JO BNjBA 19)JEW 1j8) B} |enba
1sNW preme ey3 Jo 9oud os|oiaxs ayl 'siybis vonesoardde ¥o0is pue suondo o0 104 .
'SpJEMBE
Paseq-sieys JO SaJBYS UOJ|IW 0 01 dn Jo 8oUBNSs| 8Y) 1oy pamolje ue|d SNQIUWO ay) -

:Buipniou ‘suw) uiBlIED 0) 108lgns s8SED (|8 U] 'SuoRIpusd
Jayio pue aoud asoiaxe ‘siuawannbal adiases pue Bunsaa sy ‘weib 01 spieme
jo adA1 yoym BuipieBas ueld snqiuwo syt Japun uoNaJISIP SBY 993IWWOD 9Y ]
"Spieme aa19231 03 9|qi618 ale saleIpisgns s) pue Auedwo) oyl jo seakojdwa
Aoy Jayi0 pue SI01094Ip 'SI80YJ0 PBUE|ES 'SI01081I( JO pIeog ay) JO (89w woe)),
ayl) senwwo) uond) oolg pue ucpnesuadwold ayy Ag palelsivuWwpe aIe
sue|d ay) ‘sesfojdwe pue siaoyo ‘siolnanp 9qibie@ 01 spleme paseq-yooms
JOYI0 pue ooIs paiolsel { SHYS.) s1yBu uonepsidde yo0is ‘suondo ¥o0s
jo Bunueib ay) 10) smojje Yalym 5002 W ueid SAUSDU| SNQUWO ue paldope
Auedwo) 8yl 'spleme peseq-elieys sAuedwon oY) noge uopewIOU|

NOILYSNIdWOD g3sva-)001s — Sl 31LON

SjuewWele)S |B|2UBU|4 POIBPI|OSUCD 0) SSION

‘uonezuoyine 00z Jequiassag syl Japun eseysindsal
10} a|ge|ieAR S2IBYS UOH|IW Z'gL pey Auedwon sy Y00z IS Jaqwsdag W

IS'6E $ [ 86.€ % | 26'E8 [ 3 e — poseynndal saieys Jo a2ud abeioay
9lELZ $ | 26gare  $ mw._._mmm $
— — £LIZ9) {paseyoind saieys uot|w §'|)

UONEZIOYING JOOZ 19qWedsg

268'ate $ Nﬁm.mmw s Avﬂmmr_oh:& SJIBYS U)W GG PUe UGyl 5§ .CO____E mv
UOREZLOYINE $00Z AP

9IgHE $

5002 9002 1002 I J8quedsg pepu3 189,

{SONVYSNOHL Ni}

18MO||0f SB sem Alanoe sseusindas aleyg
‘pecuncuue Aongqnd pue siopaag jo pleog ayy Aq pasoidde sweiboid aseys
-indal 1epun pa)onpuod Ajuc ale seseyaindal aleyg ‘seseyosindes 3205

‘AJlj1oB) UpaLd Joluas ayl Jspun Buipueisino
SJUNOWE 292NpPal 0) PAsSN 3I9M S|BS SY) WO SPaad0ld MI0s Alnseall se
Auedwo) ayy Aq pjay Ajsnolnald alam saleys asay] uol|ig Z'1$ Aj@ewixordde
jo spsanoud (2101 104 aieys 19d 8¢ Jo @oud B 1B ‘plOM legqng Jo Aletpisgns
paumo-A|joym e ‘sjuswilsesu] puom AUyl 03 YOS UCLIWIOD JO SDIBYS UOHIW
2l Jo aies ay) pae|dwod Auedwod auyl 4002 ‘gL 1990100 UQ 8BS Y2015

"PUBPIMP Y0018 %,00| BY) 108}8) 0) pajuasald spouad ||e 1o}
paieIsas Ueaq aaeYy 01814} S910U pue sluswalels eoueuy Bujivedwoose ayy
ul eyep aieys ied pue sIeys |y ‘PUIPIAIP YOOI %00L B JO WUIOY BU) Ul paidayd
Nds ¥oos |-ioy-z B pawdwos Auedwod ayl ‘5002 Al ul ds }2018

AliND3 .SY3QTOHMNDO0LS — v} A1ON



Notes to Consclidated Financial Statements

As of December 31, 2007, the aggregate number of share-based awards
available for grant under the omnibus plan was 3. million. A surmmary of activity
under the Company's share-based payment plans for the year ended December
31, 2007 is presented below:

Stock options and stock appreciation rights

Recognition of compensation cost. The Company adopted Statement of
Financial Accounting Standards No. 123 (revised 2004}, “Share-Based Payment”
(*SFAS 123(R)") on January 1, 2006 using the modified prospective method. The
Company recognizes the fair value of awards granted under the Company's
omnibus plan in the income statement based on the fair value of these awards
measured at the date of grant using the Black-Scholes model. For awards
granted prior to adoption, the unamortized expense is being recognized on
an accelerated basis, since this was the method used for disclosure purposes
prior to the adoption of SFAS 123(R). For awards granted after adoption, such
expense is being recognized on a straight-line basis over the vesting period
of the awards. Forfeitures are estimated at the time of grant, with such esti-
mate updated periodically and with actual forfeitures recognized currently to
the extent they differ from the estimate. The following table shows information
about compensation cost recognized:

(IN THOUSANDS)

Weighted

Waighted Average | Aggregate

Average | Remaining Intrinsic

Shares Exercise{ Contractual Value

{000's) Price Term ($000's}
Qutstanding at January [, 2007 ..........evneees 30532 % 2537
Granted 2640 7912
Exercised {5,565) 18.21
Forfeited or expired (833) 341

Outstanding at December 31, 2007 ... 26674 390 48(% 1402095

Vested and expected to vest at
December 31, 2007 25969 3170 48|% 1370195
Exercisable at December 31, 2007......irern 13,357 2183 4418 708621

As of December 31, 2007, there was a total of $103 million of unamortized
compensation related to stock options and SARs, which cost is expected to be
recognized over a weighted-average period of 2.3 years. The following table
includes additional information related to stock options and SARs:

{IN THOUSANDS)

Year Ended December 31, 2007 2006 2005

intrinsic value of stock options and SARs exercised..........| % 339154 8§ 166257 § 255663
income tax benefit from stock options

Year Ended December 31, . 2007 2006 2005
Compensation cost: -
Stock options and stock appreciation rights.. .| § 47267 | % 71,386 | $ 139
Restricted stock — 3,038 7184
Total compensation cost 47,267 74,424 7323
Less: Compensation cost capitalized (1,589) {798) —
Compensation cost recognized 85 @Xpense..........wu. 45678 73626 7323
Less: Related tax benefit (15,734) {24,901) (1,204)
Compensation expense, net of tax benefit ... | $ 20944 $ 4B725 1 § 6119

Compensation cost for stock options and SARs was based on the fair value of
each award, measured by applying the Black-Scholes model on the date of grant,
using the following weighted-average assumptions (assumptions in 2005 were
used to compute the pro forma compensation for disclosure purposes only):

and SARs exercised 114,641 56,351 89,337

Proceeds from stock option @Xercises ... 97,792 89113 145761 Year Ended December 31, 2007 2006 2005
Expected volatility - u.»# 33% 37%
Expected term 41 years 41 years 4.3 years
Expected dividend yield 0% 0% 0%
Risk-free interest rate 4.4% 49% 3.8%
Forfeiture rate 4.6% 46% 0%
Weighted-average fair value of options gramted.............| $ 2593 $ 1450( $ 1273
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Notes to Consoclidated Financial Statements
NOTE 17 — PROPERTY TRANSACTIONS, NET
Property transactions, net consisted of the following:

{IN THOUSANDS)

Year Ended December 31, 2007 2006 2005
Write-downs and impairments ] 33624| s 40865 | $ 28622
Demolition costs 5,665 348 5362
Insurance recoveries {217,290) (86.018) -

Other net losses on asset sales or disposals ... (8,312) 3823 3037

$ (186313} $  (40980) & 37021

Write-downs and impairments in 2007 included write-offs related to discon-
tinued construction projects and a write-off of the carrying value of the building
assets of Nevada Landing which closed in March 2007, The 2007 periods also
include demolition costs related to ongoing projects at the Company’s resorts.

Write-downs and impairments in 2006 included $22 million related to-the
write-off of the tram connecting Bellagio and Monte Carlo, including the stations
at both resorts, in preparation for construction of CityCenter. Other impairments
related to assets being replaced in connection with several smaller capital proj-
ects, primarily at MGM Grand Las Vegas, Mandalay Bay and The Mirage, as well
as the 84 million write-off of Luxor's investment in the Hairspray show,

Write-downs and impairments in 2005 related primarily to assets removed
from service in connection with new capital projects at several resorts, including
Bellagio, TI, The Mirage and Mandalay Bay. The amount of the impairments was
based on the net book value of the disposed assets. Demolition costs related
primarily to room remodel activity at MGM Grand Las Vegas and the new show-
room at The Mirage.

insurance recoveries in 2007 and 2006 related to insurance recoveries
received related to property damage from Hurricane Katrina in excess of the
book value of the damaged assets and post-storm costs incurred.

NCTE 18 — RELATED PARTY TRANSACTIONS

The Company and CityCenter have entered into agreements whereby the
Company will be responsible for oversight and management of the design, plan-
ning, development and construction of CityCenter and will manage the operations
of CityCenter once complete. The Company will be reimbursed for certain costs
in performing the development services and will receive additional consideration
of up to $100 million if the project is completed on time and actual develop-
ment costs, net of residential proceeds, are within specified parameters. Upon
completion of construction, the Company will manage CityCenter for a fee.

During the period from inception of the joint venture to December 31, 2007,
the Company incurred $5 million of costs reimbursable by the joint venture,
primarily employee compensation and certain allocated costs. As of December
31, 2007, CityCenter owes the Company $8 million for unreimbursed development
services costs, which includes liabilities assumed at the close of the transaction.
Also as of December 31, 2007, the Company owes CityCenter $22 million related
to a post-closing adjustment to the agreed-upon value of CityCenter.

Borgata leases 10 acres from the Company on a long-term basis for use in its
current operations and for its expansion, and nine acres from the Company on a
short-term basis for surface parking. Total payments received from Borgata under
these lease agreements were $6 million in each of the years ended December 31,
2007 and 20086, and $4 million in the year ended December 31, 2005.

The Company pays legal fees to a firm affiliated with the Company's general
counsel. Payments to the firm totaled $11 million, $8 million, and $13 million for
the years ended December 31, 2007, 2008, and 2005, respectively. At December
31, 2007, the Company owed the firm $3 million.

The Company has occasionally chartered aircraft from its majority share-
holder, Tracinda, and pays Tracinda at market rates. No payments were made to
Tracinda in 2007. Payments to Tracinda for the use of its aircraft totaled $2 million
for the year ended December 31, 2006. Amounts in 2005 were not material,

Members of the Company's Board of Directors, senior management, and
Tracinda signed contracts in 2006 and 2007 for the purchase of condominium
units at CityCenter, at prices consistent with prices charged to unrelated third
parties, when CityCenter was a wholly-owned development. The Company
collected $6 million of deposits related to such purchases in 2007; amounts
collected in 2006 were not material.

Prior to the Mandalay merger the Company made payments to Monte Carlo
for lost business as a result of closing the tram between Bellagio and Monte
Carlo in preparation for the Bellagio expansion. These payments totaled $1
million in 2005.
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Notes to Consolidated Financial Statemoents

{IN THOUSANDS)

Guarantor | Non-Guarantor
As of December 31, 2006 Parent Subsidiaries Subsidiaries Elimination | Consoclidated
Balance Sheet
Current assets $ 95361 | & 1369711 8 49679 | 8 — 1% 1,514,751
Real estate under development - 188.433 -_ — 188,433
Property and equipment, net — 16,797,263 456,569 {11,872) 17,241,860
Investments in subsidiaries. 16,563,917 300,560 —_ {16,864,477) —
Investments in unconsolidated affiliates — 792,106 300,151 - 1,092,257
Other non-current assets 94188 1.911,362 103,387 - 2108937
$ 16753466 | 3 m..wmc 435 ] 8 mom_.amm $ n_m.mwm_aawm 3 Nmm_nm_mum
Current liabilities $ 227743 | $ 1364472 | § 558851 s —15 1,648,100
Intercompany accounts (1,478,207) 1,339,654 138,553 — —
Deferred income taxes 3441157 — _ — 3441157
Long-term debt 10,712,047 2173972 108,850 — 12,994,869
Other long-term obligations 1177 161.458 49,928 - 212,563
Stockholders’ equity 3,849,549 16,318,879 556,570 (16,876,449) 3,849,549
$ _m.ﬂmm_hmm $ m__mmw 435| $ 909786 | ¢ (168764491 &  22146,238
Guarantor | Non-Guarantor
For the Year Ended Gecember 31, 2006 Parent Subsidiaries Subsidiaries Elimination | Consclidated
Statement of Incormne
Net revenues s —1s 6714659 | § 461,297 | § — 1|8 7075956
Equity in subsidiaries earnings 1777144 167,262 — {1,944,406) —
Expenses:
Casing and hotel cperations 19,251 3,543,026 251109 - 3,813,386
General and administrative 20,713 993,732 56,497 - 1,070,942
Corporate expense 40,151 121,356 — - 161,507
Preopening and start-up expenses 523 32,526 3313 - 36,362
Restructuring costs - 1,035 — - 1,035
Property transactions, net 10,872 (51,853) 1 — (40,980}
Depreciation and amortization 2,338 611,045 16,184 — 629,627
93,908 5,250,867 327104 - 5,671,879
Income from unconsolidated affiliates —_ 218,063 36,108 — 254,171
Operating income 1,683,236 1849117 170,301 (1,544,406) 1,758,248
Interest income (expense}, net (708,902) (40.407) 140 - (748.169)
Other, net (1.978) (29.962) 787 — (31153)
income from continuing operations before income taxes 972,356 1,778,748 228 (1,944,406} 977926
Provision for income taxes (312,288) (25,676) (3,966) — (341,930)
Income from continuing operations 660,068 1,753,072 167,262 (1,944,408} 635,996
Discontinued operations {11,804) 24072 — — 12,268
Net income $ 648,264 | $ 777144} § 167,262 | $ (1,944,406)| S 648,264
Statement of Cash Flows
Net cash provided by (used in} operating activities $ (896,346)| s 1974375 $ 163823 | ¢ —|% 1,231,952
Net cash provided by {used in} Investing activities 5,300 (1,359,878} (283,241) (4.608) (1,642,427}
Net cash provided by (used in} financing activities. 874,485 (503,801} 134732 4,608 510,024




928'290'v EOE'E {yav'lsz) (Srl'ees) ZSIerQ's sannoe Bupueuy (u pasn) Aq papiacid yses 1en
{£18'20E"G) (e0e's) {189'c6) (L00'B19} (028495 senjaoe Supseaul {ul pasn) Aq papiacid Yseo 1o
96£°281'1 s|— PIO191 $ | 2LV s |(0656PP) & sananoe Bunelado (u) pasn) Aq peplaoid ysed 1eN
Smold YSeD) JO Juswens
9SZ'ery $ |(8SL08EY 0z9'es! $ | BELB2S | 9s2'thy $ awoou| 18N
0682 - — w184 (P26'6) suoneiado panupuoasIg
99£'SEY (8sL'08€1) 0Z9'ZSI v2E'012') 0oIESE suoneiado BUINURLOY WoY) BWodU|
(612'1£28) — (sPe'r) - (ric'222) SEXE] SO 10§ LOISIAOIY
580299 (85L°08E'1) 596'951 yeeole'l 55089 S3XE} SO 21048q BUWODUY|
(652"} - 6¢ (so0'02) {£62'Pl) 1eu 1BY0
(12.'829) - 20r'l (9057211} {118215) 18U '(esusdxs) awooul 158101u|
S90'0EE’L {852'08E") PE2S'GGL SER'ZPE'L ror'giel ewoou) Bupeledo
128151 - IPS'IE QEEDE! - 53185|YJ8 PSIEPIOSUOIUN WOl SWOdU|
6F9'056'Y — OLLLIE 26CLS'Y igral
929'09S - 055'92 98%'IES 06€E'2 uopeziuowe pue uoneperdag
1202¢€ - [4%4 189'9¢€ - 18U ‘suonaesuel) Aladoly
(6%) - — [(:19)] - (upeis) s3so2 Buumonisey
26461 - £0§ 6¥2'Sl - sesuadxa dn-ues pue Buusdoalg
€EY0EL — - oca'olL 164EL asuadxs syeiodion
908'688 — Org9'ss a91'veEg -— SA|IRISIUJUIPE PUR [BABUDL)
QL8'0IE'E - £8R'EES 186'280'E - suonesado [aloy pug cuise
:§85Uedxg
- {85’08} - 201281 159'922'| sBujuies saueipisgns u) Aynb3
£re'egl'o $|— E60'1PY $ | 052189'G $|— $ SANUBARY 18N
BUWIODU] JO JUBWBIRIS
paiepyosuoc) | uoneuiwa seliBiplsang | selBIpIsgng | Wweled S00Z 'IE 19qWa9Q PapuT 18O AUl JO4
IiUelEND-LUCN | JoluBiBnD

Sjuellie)e)s |ejouBUld POIEP}IOSUOD 0} SOI0N

(SANYENOHL NI}




Motes to Consolidated Financial Statements
NOTE 20 — SELECTED QUARTERLY FINANCIAL RESULTS {(UNAUDITED)

(IN THOUSANDS, EXCEPT PER SHARE AMQUNTS)

Quarter
First Second Third Fourth Total

2007
Net revenues $ 1929435 | s 1936416} $ 1897070 | $ 1,928,716 | $ 7691637
Operating income 445133 468973 464,613 1485211 2,863,930
Income from continuing operations 163,010 182,898 183,863 870,774 1.400,545
Net income 168173 360,172 183,863 g7a2.21n 1584419
Basic income per share:

Income from continuing operations H 057 ¢ s 064 s 065 s 296 | s 488

Net income 0.59 .27 065 296 5.52
Diluted income per share:

Income from continuing operations $ 0551 8 062 $ og2| s 285|s 470

Net income 0.57 1.22 062 285 531
2006
Net revenues $ 1774368 ($ 1760508 ( s 1795042 ( $ 1846038 |$ 7175,956
Operating income. 413,353 47422 418,397 508,076 1,758,248
Income from continuing operatlons 139,762 143,341 153,765 199,128 635,996
Net income - 144,037 146,394 156,262 205N 648,264
Basic income per share:

Income from continuing operations $ 049 (s 050 s 055 ¢ 070 | % 225

Net income 0.51 0.51 055 on 229
Diluted income per share:

Income from continuing operations $ 048 [ s 049 | 8 053] 8 068 |5 218

Net income 0.49 0.50 054 069 2.22

Because income per share amounts are calculated using the weighted average number of common and dilutive common equivalent shares outstanding during
each quarter, the sum of the per share amounts for the four quarters may not equal the total income per share amounts for the year.

As discussed in Note 5, the Company recorded a $1.03 billion pre-tax gain on the contribution of the CityCenter assets to a joint venture. The gain was recorded in the
fourth quarter of 2007, and resulted in a $2.23 impact on fourth quarter 2007 diluted earnings per share and a $2.28 impact on full year 2007 diluted earnings per share.

As discussed in Note 1, Beau Rivage closed in August 2005 due to damage sustained from Hurricane Katrina and re-opened one year later. During 2007, we
recorded pre-tax income from insurance recoveries of $284 million with an annual impact on diluted earnings per share of $0.62. We recorded $135 million in the
third quarter of 2007 and $149 million in the fourth quarter of 2007, with corresponding impacts on diluted earnings per share of $0.30 and $0.32, respectively. In the
fourth quarter of 2006, we recorded pre-tax income from insurance recoveries of $86 million, with an impact on diluted earnings per share of $0.19 for both the fourth
quarter and full year of 2006.

NOTE 21 — SUBSEQUENT EVENTS

Tender offer. In February 2008, the Company and a wholly-owned subsidiary of Dubai World completed a joint tender offer to purchase 15 million shares of
Company common stock at a price of $80 per share. The Company purchased 8.5 million shares at a total purchase price of $680 million,

Monte Carlo fire. On January 25, 2008, a roof-top fire broke out at the Monte Carlo causing the closing of the resort. The Monte Carlo reopened on February 15,
2008 with approximately 1,200 rooms and has opened, or will soon open, an additional 1,200 rooms. The remaining approximately 600 rooms in Monte Carlo's normal
3,000 room inventory will remain out of service whiie undergoing more extensive redesign. The Company maintains property damage and business interruption insur-
ance coverage, with a property damage deductible of $1 million and business interruption deductible equivalent to a 24-hour period of lost profit. The Company is
currently evaluating the financial statement impact of the fire.
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Corporate Information

DIRECTORS

J. Terrence Lanni
Director/Officer

Chairman and Chief Executive Officer,

MGM MIRAGE

James J. Murren
Director/Qfficer

President and Chief Operating Officer,

MGM MIRAGE

Robert H. Baldwin
Diractor/Officer

Chief Design and
Construction Officer,
MGM MIRAGE

OFFICERS

Daniel J. D'Arrigo
Executive Vice President and
Chiet Financial Officer
Finance

Aldo Manzini
Executive Vice President
Chief Administrative Cfficer

Robert C. Selwood
Executive Vice Prasident and
Chief Accounting Officer

CCRPORATE DIRECTORY

MGM MIRAGE

3600 Las Vegas Blvd South
Las Vegas, NV 83109
1-702-683-7120
www.mgmmirage.com

Bellagio

Las Vegas, NV
1-702-683-7111
www.bellagiolasvegas.com

MGM Grand Las Vegas
Las Vegas, NV

1-702-891-1111
www.mgmgrand.com

Mandalay Bay
Las Vegas, NV
1-702-832-7777
www.mandalaybay.com

The Mirage
Las Vegas, NV
1-702-791-T111
www.mirage.com

Gary N. Jaccbs
Director/Officer

Executive Vice Prasident,
General Counsel and Secretary,
MGM MIRAGE

willie D. Davis

Director

Prasident and Director,

All-Pro Broadeesting, Inc., an AM & FM
Radio Broadcasting Company

Kenny G. Guinn
Directer
Former Governor of the State of Nevada

Alan Feldman
Senior Vice President
Public Affairs

Bruce Gebhardt
Senior Vice President
Global Security

Luxor

Las Vagas, NV

1-702-262-4000
www luxor.com

Treasure Island
Las Vegas, NV
1-702-894-7111
wwwireasureisland.com

New York-New York
Hotel & Casino
Las Vegas, NV
1-702-740-6969
www.nynyhotelcasino.com

Excalibur

Las Vegas, NV
1-T02-597-1777
www.excalibur-castno.com

Alexander M. Haig, Jr.

Director

Chairman, Worldwide Assoclates, Inc.,
an tnternational Business Advising Firm

Alexis M. Herman

Director

Chairman and Chief Executive Officer,
New Ventures, Inc.,

a Corporate Consulting Company

Roland Hernandez

Director

Retired Chairman and Chiaf Executive
Officer, Telemundo, Inc., a Spanish
Language Television Station Company

Phyllis A. James
Senior Vice President and Senior Counsel

Cynthia Kiser Murphey
Senior Vice President
Human Rescurces

Monte Carlo

Las Vegas, NV
1-702-730-7777
www.monte-carlo.com

Circus Circus Las Vegas
Las Vegas, NV

1-702-734-0410
wwwelrcuscircus.com

Circus Circus Reno
Reno, NV

1-775-329-0711
WWW.CIrcusreno.com

Gold Strike Jean
Jean, NV
1-702-477-5000
www.stopatjsan.com

Railroad Pass
Hendersan, NV
1-702-294-5000
www.railrcadpass.com

Kirk Kerkorian

Director

Prasidant and Chlef Executive Officar,
Tracinda Corporation,

a Privately Held Investment Company

Antheny L. Mandekic

Director

Secratary and Treasurer,

Tracinda Carporation,

a Privetely Held Investment Company

Rose McKinney - James
Director

Principal, Energy Works Consulting, LLC,
an Energy Consulting Company

Punam Mathur
Senior Vice President
Corporate Diversity and
Community Affalrs

Shawn T. Sanl
Senior Vice President
Tax

MGM Grand Detroit
Detroit, MI

134851777
www.mgmgranddetroitcom

Beau Rivage
Biloxi, M5
1-228-386-T111
www.beaurivage.com

Gold Strike Tunica
Tunica, MS

1-682-357-11n1
www.goldstrikemississippi.com

Borgata Hotel
Casino & Spa
Atlantic Clty, N
1-609-677-1000
wwwtheborgata.com

Ronald M. Popeil

Director

Founder of Ronco Invention, LLC.,
Inventor and Marketer of
Consumer Products

Daniel J. Taylor

Director

Executive, Tracinda Corporation,

8 Privately Held Investment Company

Melvin B. Wolzinger

Directar

Princlpal Owner of Various Privately Held
Restaurant and Gaming Establishments

Cathryn Santoro
Senior Vice President and Treasurer

Bryan L. Wright

Senior Vice President,
Asgistant General Counsel and
Assistant Secretary

Silver Legacy

Reno, NV

1-775-329-4777
www.silvarlegacyrenocom

Grand Victoria

Elgin, IL

1-847-468-7000

www grandvictoria-elgincom

MGM Grand Macau
Macauy, 5.AR.
853.8502-5588
www.mgmgrandmacau.com
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