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Our resorts are our bedrock They provide the foundation for everything we do We know

that customers are discerning group regardless of markets and demographics They

want the best environment possible whether hosting small meeting for valued clients at

The Mirage or attending premier tradeshow at the Mandalay Bay Events Center whether

enjoying quiet romantic getaway at Bellagio or attending high-energy concert at the MGM

Grand Garden Arena We have the premier facilities in our industry no one else is close

Our customers know they will enjoy the finest rooms restaurants shows and nightlife at

any of our resorts No company has invested more to create memorable experiences for its

guests and these investments position us to increase our competitive advantage in this highly

uncertain environment

WE PROVIDE OUR GUESTS UNFORGETTABLE
EXPERIENCES OF ENDURING VALUE
Our talent strategy is simple hire the best train them to become peak performers and

empower them to provide excellent customer service to our guests We cultivate diverse

workforce to meet and exceed the needs of our diverse customer base Our investments

in people have provided comfort and enhanced morale so critical during these challenging

economic times Our strong customer service philosophy is the driving force behind our many

accolades including AAA Five-Diamond and Four-Diamond awards at hotels and restaurants

across our portfolio Most importantly it drives our strong brand loyalty which is enhanced

by our Players Club loyalty program and the unforgettable experiences of enduring value we

provide for our guests

We are commited to sustainable growth strategy an area which has proven to be

our biggest challenge in these tumultuous times We have taken steps to slow or stop growth

projects that in the current economy cannot provide an acceptable risk-adjusted rate of

return We remain committed to platform of growth but we will not grow at the cost of long-

term financial stability We deferred the development of MGM Grand Atlantic City and new

resort on the Las Vegas Strip with Kerzner International and lstithmar and also committed to

spending significantly less on capital expenditures in 2009 and 2010 luxury afforded

us by our dedication to maintaining our properties in peak condition Using different notion

of sustainability we have increased our commitment to minimize our Companys

impact on the environment We are implementing innovative projects in every aspect of

our operations from the use of sustainable design materials and construction methods at

CityCenter enabling it for certification as campus of LEED-certified buildings to ongoing

energy efficiency and recycling programs at our existing resorts These initiatives not only help

us care for our environment but result in more efficient operations and cost savings as well
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SELECTED FINANCIAL DATA

The following events/transactions affect the year-to-year comparability of the selected financial data presented

above

Discontinued Operations

In January 2004 we sold the Golden Nugget Las Vegas and the Golden Nugget Laughlin including

substantially all of the assets and liabilities of those resorts the Golden Nugget Subsidiaries

In July 2004 we sold the subsidiaries that owned and operated MGM Grand Australia

In April 2007 we sold the Primm Valley Resorts

In June 2007 we sold 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

Acquisitions

The Mandalay acquisition closed on April 25 2005

Other

Beau Rivage was closed from August 2005 to August 2006 due to Hurricane Katrina

Beginning January 2006 we began to recognize stock-based compensation in accordance with Statement

of Financial Accounting Standards No 123 revised 2004 Share-Based Payment SFAS l23Ri For

the years ended December 31 2008 2007 and 2006 incremental expense before tax resulting from the

adoption of SFAS 123R was $36 million $46 million and $70 million respectively

During 2007 and 2006 we 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 2007 and

2006 respectively

During 2007 and 2006 we recognized $284 million and $86 million respectively of pre-tax income for

insurance recoveries related to Hurricane Katrina

During 2007 we recognized SI .03 billion pre-tax gain on the contribution of CityCenter to joint venture

During 2008 we recognized $19 million of pre-tax income for insurance recoveries related to the

Monte Carlo fire

In the fourth quarter of 2008 we recognized $1.2 billion non-cash impairment charge related to goodwill

and indefinite-lived intangible assets recognized in the Mandalay acquisition

For the lears Ended December 31

200S 2007 2006 2005

In thousands except per share data

Net revenues 7.208.767 7.691.637 7.175.956 6.128.843 4.001.804

Operating income loss 129.603 2.863.93 1.758.248 1.330.065 932.613

Income loss from continuing operations 855.286 1.4.00.545 635.996 435.366 345.209

Net income loss 855.286 1.584.419 M8.2M 443.256 412.332

Rasir earninvs ner share

Income loss from continuing operations 3.06 1.24

Net income loss per share 3.06 1.48

Weighted average number of shares 279.8 15 279.325

Diluted earnings per share

Income loss from continuing operations 3.06 1.19

Net income loss per share 3.06 1.43

Weighted average number of shares 279.815 289.333

At year-end

Total a.ssets $23274716 $22727686 522146238 S20.699.420 Sll.115.029

Total debt including capital leases 13.470.618 11.182.003 12.997.927 12.358.829 5.463.619

Stockholders equit 3.974.361 6.060.703 3.849.549 3.235.072 2.771.704

Stockholders equity per share 14.37 20.63 13.56 11.35 9.87

Number of shares outstanding 276.507 293.769 283.909 285.070 280.740

4.88

5.52

286.809

225

2.29

283 140

1.53

1.56

84 .94

4.70

5.3

298.2 84

2.18

29 1.747

1.47

1.50

296.334



MANAGEMENTS DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Executive Overview

liquidity and Financial Position

We have significant indebtedness and significant financial commitments in 2009 In addition to commitments

under employment entertainment and other operational agreements our financial commitments and estimated

capital expenditures in 2009 as of December 31 2008 totaled approximately S2.8 billion and consisted of

Contractual maturities of long-term debt totaling approximately Si .0 billion

Interest payments on long-term debt estimated at S0.8 billion

CityCenter required equity contributions of approximately $0.7 billion

Other commitments of approximately $0.3 billion including S0.2 billion of estimated capital expenditures

To fund our anticipated 2009 financial commitments we had the following sources of funds as of December 31

2008

Available borrowings under our senior credit facility of Sl.2 billion

Expected proceeds in 2009 from the sale of Ti of approximately S0.6 billion

Operating cash flow Our current expectations for 2009 indicate that operating cash flow will be lower than

in 2008 In 2008 we generated approximately Si .8 billion of cash flow from operations before deducting

cash paid for interest which commitments are included in the list above and the tax payment on the

2007 CityCenter transaction

At March 17 2009 we had borrowed the total amount of borrowing capacity under our $7.0 billion senior

credit facility We had no other sources of borrowing availability except to the extent we pay down further amounts

outstanding under the senior credit facility Therefore at March 17 2009 we were uncertain as to whether the

sources listed above would be sufficient to fund our 2009 financial commitments and could not provide any

assurances that we would be able to raise additional capital to fund our anticipated expenditures in 2009 if the

sources listed above were not adequate In May 2009 we executed series of transactions to improve our financial

position consisting of the following

We entered into an amendment to our senior credit facility under which certain covenants and potential

events of default were waived and other covenants were amended and under which we permanently repaid

S826 million of credit facility borrowings and the $400 million of previous repayments under separate

amendments were treated as permanent reductions Additional information about the credit facility

amendment is described below

We issued approximately 164.5 million shares including approximately 21.5 million shares issued as

result of the underwriters exercising their over-allotment option of our common stock at S7 per share for

total net proceeds of approximately Si.l billion portion of the shares were previously held by us as

treasury stock and portion of the shares were newly issued Proceeds from the common stock offering and

concurrent offering of senior secured notes were and are intended to be used to repay outstanding amounts

under the our senior credit facility and redeem certain outstanding senior debentures and senior notes and for

general corporate purposes Pursuant to the issuance of the additional shares of common stock sold Tracinda

Corporation no longer owns more than SOCk of our common stock



We issued 565 million of l0.375c4 senior secured notes due 2014 and S850 million of l.l25 senior

secured notes due 2017 for net proceeds to us of approximatel S1.4 billion The notes arc secured the

equity interests subject to gaming approvals and substantially all of the assets of Bellagio and The Mirage

and otherwise rank equall with our existing and future senior indebtedness

Concurrently with the close of the above transactions on May 19 2X we delivered notice of redemption for

the $100 million of outstanding 7.25 senior debentures of Mirage Resorts Incorporated MRI our wholly

owned subsidiary The notes were redeemed on June 18 2009 atatotal cost of approximately S127 million All of

the covenants applicable to the MRI notes that may be defeased pursuant to the terms of the indenture governing the

notes were defeased through the deposit of the aggregate redemption price with the trustee for the notes

Additionally in May 2009 we commenced tender offers to purchase all $820.0 million of our outstanding

6.0 senior notes due October 2009 and all S226.3 million of our outstanding 6.50 senior notes due July 2009 of

Mandalay Resort Group our wholly owned subsidiary As of May 27 2009 we had received valid tenders for

$762.6 million of the senior notes due October 2009 and $122.3 million of the senior notes due July 2009

While we were in compliance with the financial covenants under our senior credit facility at December 31

2008 as previously anticipated we were not in compliance with the financial covenants as of March 31 2009 and

received waiver of the requirement to comply with such covenants through June 30 2009 Subsequent to the

receipt of the waiver in May 2009 we entered into an amendment of the senior credit facility referred to above

which included the following key terms

Amended certain financial and non-financial covenants to require quarterl minimum EBITDA test

based on rolling 12-month EBITDA provide for covenant limiting annual capital expenditures

eliminate the total leverage ratio and interest charge coverage ratio tests and permanently waive
any prior

non-compliance with such ratio tests for the quarter ended March 31 2009 and permanently waive
any

potential default from the inclusion of going concern explanatory paragraph in the report of our

independent registered public accountants for the years ended or ending December31 2008 or December 31

2009

Amended existing restrictions to allow for the issuance of equity and debt securities described above and in

connection therewith amended existing restrictions to allow for the granting of liens to secure indebtedness

of up to $1.5 billion

Amended existing restrictions to allow the prepayment redemption or purchase of indebtedness including

payment of any premium pursuant to the tender offers described above

Amended existing restrictions to allow the redemption prepayment repurchase and/or defeasance of the

MRI notes described above repayment of any registered debt securities currently outstanding and

maturing through February 28 2011 utilization of up to $300 million in cash to prepay repurchase or

redeem indebtedness with maturity date following February 28 2011 at discount to par and exchange

of indebtedness for up to S500 million in equity interests as long as change of control does not occur as

result of such exchange

We are allowed to incur additional indebtedness up to S500 million provided that such indebtedness must be

unsecured indebtedness with maturity after the maturity of the senior credit facility with covenants no more

restrictive than those contained in the indentures governing our existing senior unsecured indebtedness

Without duplication of the requirements described above 50% of the net proceeds of such indebtedness must

be used to permanently reduce the term loan and revolving portions of the senior credit facility on pro rata

basis

Provided that 50% of the net proceeds from
any future asset sales would be used to permanently reduce the

term loan and revolving portions of the senior credit facility on pro rata basis subject to any similar

requirements in other debt instruments and

Fixed the LIBOR margin at 4.00% and the base rate margin at 3.00% which margins reflect an increase of

1.00% from the highest corresponding margin previously applicable



We granted the lenders security interest in the assets of Gold Strike Tunica and certain undeveloped land on

the Las Vegas Strip to secure up to S300 million of obligations under the credit facility and MGM Grand

Detroit which is co-borrower under the credit facility granted the lenders security interest in its assets to

secure its obligations under the credit facility

We believe that the approximately S2.5 billion of proceeds of the common stock and senior secured notes offering

in addition to the covenant relief provided under the amendment to the senior credit facility the actual S755 million

proceeds from the March 2009 sale of TI see Other Factors Affecting Liquidity and our operating cash flow will

allow us to fulfill our financial commitments through 2009 and 2010 including any amounts due under the CityCenter

completion guarantee see Off Balance Sheet Arrangements notwithstanding the 1.26 billion of permanent

repayments
of credit facility borrowings However our ability to meet our obligation to redeem our S782 million

8.5% senior notes maturing in September 2010 depends in part on our operating performance and amounts to be funded

under our CityCenter completion guarantee meeting our current expectations Should operating results or the amount

required under the CityCenter completion guarantee not meet expectations it may be
necessary

for us to seek additional

financing or explore the sale of non-core assets to satisfy the September 2010 senior note maturity

Current Operations

At December 31 2008 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 TI

New York-New York Excalibur Monte Carlo Circus Circus Las Vegas and Slots-A-Fun

Other 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 Borgata 50% owned in

Atlantic City New Jersey Grand Victoria 50% owned in Elgin Illinois and MGM
Grand Macau 50% owned

Other operations include the Shadow Creek golf course in North Las Vegas the PrimmValley Golf Club at the

California state line and Fallen Oak golf course in Saucier Mississippi In December 2008 we entered into an

agreement to sell TI for S775 million the sale closed in March 2009

We own 50% of CityCenter currently under development on 67-acre site on the Las Vegas Strip between

Bellagio and Monte Carlo Infinity World Development Corp Infinity World wholly-owned subsidiary of

Dubai World Dubai United Arab Emirates government decree entity owns the other 50% of CityCenter

CityCenter will feature 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

425000 square feet of retail shops dining and entertainment venues and approximately 2.1 million square feet of

residential
space

in approximately 2.400 luxury condominium and condominium-hotel units in multiple towers

CityCenter is expected to open in late 2009 except CityCenter postponed the opening of The Harmon Hotel Spa

until late 2010 and cancelled the development of approximately 200 residential units originally planned We are

serving as the developer of CityCenter and upon completion of construction we will manage CityCenter for fee

Key Performance Indicators

Our primary business is the nership and 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 higher percentage than many of our competitors as our operating philosophy is to provide complete

resort experience for our guests including non-gaming amenities which command above market prices based on

their quality Our significant convention and meeting facilities allow us to maximize hotel occupancy and customer

volumes during off-peak times such as mid-week or during traditionally 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 have

continually reinvested in our resorts to maintain our competitive advantage

As resort-based company our operating results are highly dependent on the volume of customers at our

resorts which in turn impacts the price we can charge for our hotel rooms and other amenities We also generate



significant portion of our operating income from the high-end gaming customers which can cause variability in our

results Key performance indicators related to reenue are

Gaming revenue indicators table games drop and slots handle volume indicators win or hold

percentage which is not fully controllable by us Our normal table games win percentage is in the range of

18% to 22% of table games drop and our normal slots win percentage is in the range of 6.5% to 7.5% of slots

handle

Hotel revenue indicators hotel occupancy solume indicator average daily rate ADR price mdi

rpvpnip rr l.h1 rim RPVPA lImmrv mpirp rf hntel mbinincr flR nl-r----_..J-_----....o
occupancy rate

Most of our revenue is essentially cash-based through customers wagering with cash or paying for non-

gaming services with cash or credit cards Our resorts like many in the industry generate significant operating cash

flow Our industry is capital intensive and we rely heavily on the ability of our resorts to generate operating cash

flow to repay debt financing fund maintenance capital expenditures and provide excess cash for future

development

We generate majority of our net revenues and operating income from our resorts in Las Vegas Nevada which

exposes us to certain risks outside of our control such as increased competition from new or expanded Las Vegas

resorts and the impact from expansion of gaming in California We are also exposed to risks related to tourism and

the general economy including national and global economic conditions and terrorist attacks or other global events

Our results of operations do not tend to be seasonal in nature though variety of factors may affect the results

of any interim period including the timing of major Las Vegas conventions the amount and timing of marketing

and special events for our high-end customers and the level of play during major holidays including New Year and

Chinese New Year We market to different customer segments to manage our hotel occupancy such as targeting

large conventions to ensure mid-week occupancy Our results do not depend on key individual customers though

our success in marketing to customer groups such as convention customers or the financial health of customer

segments such as business travelers or high-end gaming customers from particular country or region can impact

our results

Impact of Current Economic Conditions and Credit Markets on Results of Operations

The current state of the United States economy has negatively impacted our results of operations during 2008

and we expect these impacts to continue in 2009 The decrease in liquidity in the credit markets which began in late

2007 and accelerated in late 2008 has significantly impacted our Company

We believe recent economic conditions and our customers inability to access near-term credit has led to shift

in spending from discretionary items to fundamental costs like housing as witnessed in broader indications of

consumer behavior such as the declining sales trends in automobile and other retail sales and other discretionary

spending in sectors like restaurants We believe these factors have impacted our customers willingness to plan

vacations and conventions and their level of spending while at our resorts Other conditions currently or recently

present in the economic environment are conditions which tend to negatively impact our results such as

Weak housing market and significant declines in housing prices and related home equity

Higher oil and gas prices which impact travel costs

Weaknesses in employment and increases in unemployment

Decreases in air capacity to Las Vegas and

Decreases in equity market value which impacted many of our customers

See Goodwill Impairment and Operating Results Detailed Revenue Information for specific impacts of

these conditions on our results of operations Beyond the impact on our operating results these factors have led to

significant decrease in equity market value in general and in our market capitalization specifically



Given the uncertainty in the economy and the unprecedented nature of the situation with the financial and

credit markets forecasting future results has become very
difficult In addition leading indicators such as forward

room bookings are difficult to assess as our booking window has shortened significantly due to consumer

uncertainty Businesses and consumers appear to have altered their spending patterns
which may lead to further

decreases in visitor volumes and customer spending including convention and conference customers cancelling or

postponing their events

Because of these economic conditions we have increasingly focused on managing costs For example we

have reduced our salaried management positions we did not pay discretionary bonuses in 2008 due to not meeting

our internal profit targets we suspended Company contributions to certain nonqualified deferred compensation

plans and we have been managing staffing levels across all our resorts For the full year of 2008 the average

number of full-time equivalents at our resorts decreased 7% We continue to review costs at the corporate and

operating levels to identify further opportunities for cost reductions

Additionally our results of operations are impacted by decisions we make related to our capital allocation our

access to capital and our cost of capital all of which are impacted by the uncertain state of the global economy and

the continued instability in the capital markets For example

We postponed development on MGM Grand Atlantic City and our joint venture with Kerzner and Istithmar

for Las Vegas Strip project

We have significantly reduced our estimated capital expenditures for 2009

We entered into an agreement in December 2008 to sell TI for $775 million

The ability of CityCenter to obtain project financing was negatively impacted by credit market conditions

leading to longer process
than anticipated with more funding from the venture partners required than

anticipated

In connection with the September 2008 amendment to our bank credit facility to increase the maximum

leverage covenant we will incur higher interest costs

Our recent senior secured notes offering was completed at higher interest rate than our existing fixed-rate

indebtedness

As discussed above in February 2009 we borrowed $842 million the remaining amount of available funds

other than outstanding letters of credit under our senior credit facility which will increase our interest

costs

In February 2009 all of the major credit rating agencies Moodys Standard Poors and Fitch

downgraded the rating on our long-term debt and in March 2009 Moodys downgraded our rating again

These rating downgrades may make it more difficult to obtain debt financing or may increase the cost of our

future debt financing and

Based on our current financial situation we may be required to alter our working capital management

practices to for instance post cash collateral for purchases or pay vendors on different terms than we have in

the past

Goodwill Impairment

With respect to our goodwill and indefinite-lived intangible assets we performed our annual test during the

fourth quarter of 2008 As result of this analysis we recognized non-cash impairment charge of $1.18 billion

related to goodwill and certain indefinite-lived intangible assets in the fourth quarter The impairment charge relates

solely to the goodwill and other indefinite-lived intangible assets recognized in the 2005 acquisition of Mandalay

Resort Group and represents substantially all of the goodwill recognized at the time of the Mandalay acquisition

and minor portion of the value of trade names related to the Mandalay resorts The impairment charge resulted

from factors impacted by current economic conditions including lower market valuation multiples for gaming

assets higher discount rates resulting from turmoil in the credit and equity markets and current cash flow

forecasts for the Mandalay resorts



Other Items Affecting Future Operating Results

Our Las Vegas Strip resorts require ongoing capital investment to maintain their competiti\e adantages We

believe the investments we have made in the past several years in additional non-gaming amenities relative to our

competitors enhances our ability to maintain visitor volume and allows us to charge higher prices for our amenities

relative to our competitors In 2008 we completed many improvements at our Las Vegas strip resorts including

remodel of approximately 2.700 standard rooms at The Mirage approximately 2.700 standard rooms at

TI approximately 1.100 rooms at Gold Strike Tunica and approximately 900 rooms at Excalibur

new Cirque du Soleil proUucLiofl show Believe featuring Criss Angel at Luxor

New restaurants and bars such as BLT Burger at The Mirage RokVegas at New York-New York

Brand Steakhouse at Monte Carlo and Yellowtail at Bellagio

complete re-design and refurbishment of the casino floor at New York-New York

In addition the following items are relevant to our overall outlook

In August 2007 we entered into new five-year collective bargaining agreement covering approximately

21.000 of our L.as Vegas Strip employees The new agreement provides for increases in wages and benefits of

approximately 4% annually This does not include the collective bargaining agreement covering employees

at MGM Grand Las Vegas which expired in 2008 new agreement for MGM Grand Las Vegas is currentl

being negotiated In addition in October 2007 we entered into new four-year labor agreement covering

approximately 2.900 employees at MGM Grand Detroit which pros ides for aerage annual increases in

ages and benefits of approximately

We recognized substantial gain from the sale of TI in the first quarter of 2009

Financial Statement Impact of Hurricane Katrina and the Monte Carlo Fire

We maintain insurance covering both property damage and business interruption relating to catastrophic

events such as Hurricane Katrina affecting Beau Rivage in August 2005 and the rooftop fire at Monte Carlo in

January 2008 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

Non-refundable insurance recoveries received in excess of the net book value of damaged assets clean-up and

demolition costs and post-event costs are recognized as income in the period received or committed based on our

estimate of the total claim for property damage recorded as Property transactions net and business interruption

recorded as reduction ofGeneral and administrative expensescompared to the recoveries received at that time

All post-event costs and expected recoveries are recorded net within General and administrative expenses except

for depreciation of non-damaged assets which is classified as Depreciation and amortization

Insurance recoveries are classified in the statement of cash flows based on the
coverage to which they relate

Recoveries related to business interruption are classified as operating cash flows and recoveries related to property

damage are classified as investing cash flows We classify insurance recoveries as being related to property damage

until the full amount of damaged assets and demolition costs are recovered and classify additional recoveries up to

the amount of post-event costs incurred as being related to business interruption Insurance recoveries beyond that

amount are classified as operating or investing cash flows based on our estimated allocation of the total claim

Hurricane Katrina By 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 During the
year

ended December 31 2007 we recognized

$284 million of insurance recoveries in income of which S2l7 million was recorded within Property transactions

net and S67 million was recorded within General and administrative expense The remaining S86 million

previously recognized in income was recorded within Property transactions net in 2006

During 2007 we received S280 million in insurance recoveries of which $207 million was classified as

investing cash flows and S73 million was classified as operating cash flows During 2006 we received $309 million

in insurance recoveries related to Hurricane Katnna of which $210 million was classified as investing cash flows

and S99 million as classified as operating cash flovs



Monte Carlo As of December 31 2008 we had received S50 million of proceeds from our insurance carriers

related to the Monte Carlo fire and recognized S19 million of insurance recoveries in income of which SlO million

was recorded within Property transactions net and S9 million was recorded within General and administrative

expenses Also in 2008 we recorded write-down of S4 million related to the net book value of damaged assets

demolition costs of S7 million and operating costs of S21 million related to the tire

Results of Operations

Summary Financial Results

The following table summarizes our financial results

Year Ended December 31

Percentage Percentage

2008 Change 2007 Change 2006

In thousands except per share data

Net revenues S7.208.767 6% 7.691.637 7% S7.175.956

Operating expenses

Casino and hotel operations 4.034.374 0% 4.027.558 8% 3715057

General and administrative 1.278.501 2% 1.251.952 7% 1169.271

Corporate expense 109.279 44% 193893 20% 161507

Preopening and restructuring 23502 74% 92105 146% 37397

Properly transactions net 1.2 10749 NM 186.3 13 NM 40980

CityCenter gain
NM 1.029.660 NM

Depreciation and amortization 778236 11% 700.334 11% 629627

7434641 47% 5049869 11% 5671879

Income from unconsolidated affiliates 96.271 57% 222.162 13% 254171

Operating income loss 129603 104% 2.863.930 63% S1.758.248

Income loss from continuing

operations 855.286 161% 1400545 120% 635996

Net income loss 855.286 154% 1.584.419 144% 648.264

Diluted income loss from continuing

operations per share 3.06 165% 4.70 116% 2.18

Diluted net income loss per
share 3.06 158% 5.31 139% 2.22

On consolidated basis the most significant events and trends contributing to our performance over the last

three years have been

The economic factors discussed in Impact of Current Economic Conditions and Credit Markets on Results

of Operations

The rooftop tire at Monte Carlo in January 2008 which caused the closure of the resort for several weeks and

reduced the number of rooms available at Monte Carlo for the remainder of 2008

Recognition of Sl.2 billion impairment charge in the fourth quarter of 2008 related to goodwill and

indefinite-lived intangible assets recognized in the Mandalay acquisition in 2005 This non-cash charge is

recorded in Property transactions net in the accompanying consolidated statement of operations

Recognition of $1.03 billion gain in 2007 related to the contribution of the CityCenter assets to joint

venture

The closure of Beau Rivage in August 2005 after Hurricane Katrina and subsequent reopening in August

2006 and income related to insurance recoveries Operating income at Beau Rivage includes income from

insurance recoveries of S284 million in 2007 and S86 million in 2006



Recognition of our share of profits from the closings of condominium units of The Signature at MGM Grand
which were complete as of December 31 2X7 The venture recorded revenue and cost of sales as units

closed In 2007 we recognized income of approximately S84 million related to our share of the ventures

profits and $8 million of deferred profit on land contributed to the venture In 2006 we recognized income of

approximately SI 02 million related to our share of the ventures profits and 15 million of deferred profit on

land contributed to the venture These amounts are classified in Income from unconsolidated affiliates in

the accompanying consolidated statements of operations

Recognition of an $88 million pre-tax gain on the repurchase of certain of our outstanding senior notes and

redemption of our 7% debentures in the fourth quarter of 2008 which was recorded within Other net in

the accompanying consolidated statement of operations

Net revenues decreased 6% in 2008 compared to 2007 due to the market conditions described above On

comparable basis operating income decreased 30% in 2008 compared to 2007 excluding the goodwill and

indefinite-lived intangible impairment charge the CityCenter gain insurance recoveries property transactions

preopening and stan-up expenses and profits from The Signature Our operating margin decreased to 15% from

22% in the prior year on comparable basis The 44% decrease in corporate expense in 2008 was mainly

attributable to cost reduction efforts implemented throughout the year including the elimination of annual bonuses

due to not meeting internal profit targets Also corporate expense in the prior year included severance costs costs

associated with our CityCenter joint venture transaction and development costs associated with our planned MGM
Grand Atlantic City project Depreciation and amortization expense increased 11% in 2008 on top of an 11%

increase in 2007 due to the significant capital investments in our resorts over the past few years

Excluding Beau Rivage net revenues in 2007 increased 4% over 2006 largely due to strength in hotel room

rates and other non-gaming revenues Operating income in 2007 compared to 2006 decreased 5% on comparable

basis excluding the CityCenter gain Hurricane Katrina insurance recoveries operations at Beau Rivage profits

from The Signature at MGM Grand preopening and start-up expenses and property transactions The decrease in

operating income in 2007 on comparable basis mainly related to higher depreciation and amortization expense and

higher corporate expense

Operating Results Detailed Revenue Information

The following table presents detail of our net revenues

sear Ended December 31

Percentage Percentage

2008 Change 2007 Change ___
Un thousands

Casino revenue net

Table games SI.078.897 12% Sl.228.296 2% 51251.304

Slots 1.795.226 5% 1.897.610 7% 1770176

Other 101.557 10% 113148 4% 108958

Casino revenue net 2.975.680 8% 3.239054 3% 3130438

Non-casino revenue

Rooms 1.907.093 10% 2.130.542 7% 1991477

Food and beverage 1.582.367 4% 1.651655 11% 1.483.914

Entertainment retail and

other 1.419.055 3% 1.376417 16% 1190904

Non-casino revenue 4908515 5% 5.158614 11% 4666295

7.884.195 6% 8.397.668 8% 7.796.733

Less Promotional allowances 675428 4% 706.03 14% 620777

57208767 6% 5769 1.637 7% S7l75956
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Table games revenue decreased 2% in 2008 mainly due to decrease in volumes The table games hold

percentage was near the mid-point of the range
for both years In 2007 table games revenue decreased 7%

excluding Beau Rivage with volumes essentially flat and slightly lower hold percentage
in 2007

Volume decreases mainly at our Las Vegas Strip resorts in 2008 led to 5% decrease in slots revenue Slots

revenue at Bellagio and Mandalay Bay decreased 4% while the majority of our other Las Vegas Strip resorts

experienced year-over-year decreases in the low double digits Slots revenue increased 7% at MGM Grand Detroit

and 5% at Gold Strike Tunica In 2007 slots revenue was flat excluding Beau Rivage Slots revenue was strong in

2007 at many of our Las Vegas Strip Resorts including Bellagio and MGM Grand Las Vegas each up 8% over

2006 and The Mirage and Mandalay Bay each up 5% over 2006

Hotel revenue decreased 10% in 2008 due to decreased occupancy and lower average room rates leading to

10% decrease in REVPAR Average room rates decreased 7% at our Las Vegas Strip resorts with decrease in

occupancy from 96% to 93% In 2007 hotel revenue increased 5% excluding Beau Rivage with 7% increase in

company wide REVPAR Strength in demand and room pricing in 2007 on the Las Vegas Strip led to 5%

increase in ADR

Food and beverage entertainment and retail revenues in 2008 were all impacted by lower customer spending

and decreased occupancy at our resorts In 2007 increases in food and beverage revenue were result of

investments in new restaurants and nightclubs In 2008 entertainment revenues benefited from the addition of

Believe at Luxor In 2007 entertainment revenues benefited from Love the Beatles-themed Cirque du Soleil show

at The Mirage which opened July 2006 Other revenues from continuing operations in 2008 increased 18% mainly

due to reimbursed cost from CityCenter recognized as other revenue with corresponding amounts recognized as

other expense

Operating Results Detailc of Certain Charges

Stock compensation expense is recorded within the department of the recipient of the stock compensation

award The following table shows the amount of compensation expense related to employee stock-based awards

lear Ended December 31

2008 2007 __
In thousands

Casino Sl0828 Sll513 513.659

Other operating departments 3.344 3180 5319

General and administrative 9.485 12143 20937

Corporate expense
and other 12.620 19.707 32.444

Discontinued operations 865 1.267

S36.277 $45678 S73.626
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Preopening and start-up expenses consisted of the following

Year Ended December 31

200$ 2007

In thousands

CitvCenter $17270 $24.I69 9.429

MGM Grand Macau 36.853 5.057

MGM Grand Detroit 135 26.257 3313

The Signature at MGM Grand 1.1 7Q
Other 5.654 3.696 10.184

S23.059 S92.105 536.362

Preopening and stan-up expenses for CityCenter will continue to increase as the project nears its expected

completion in late 2009 Subsequent to the CityCenter joint venture transaction in November 2007 we only

recognize our 50 share of these preopening costs MGM Grand Macau preopening and stan-up expenses in 2007

and 2006 related to our share of that %entures preopening costs

Property transactions nct consisted of the following

Year Ended December 31

2008 2007 20
In thousands

Goodwill and other indefinite-lived intangible assets

impairment charge Sl.179.788

Other write-downs and impairments 52.170 33.624 40.865

Demolition costs 9.160 5.665 348

Insurance recoveries 9.639 217.290 86016
Other net gains losses on asset sales or disposals 20.730 8.3 12 3.823

$1210749 S186.313 540.980

See discussion of goodwill and other indefinite-lived intangible assets impairment charge and insurance

recovenes in the Executive Overview section Other write-downs and impairments in 2008 included $30 million

related to land and building assets of Primm Valley Golf Club The 2008 period also includes demolition costs

associated with various room remodel projects and gain on the sale of an aircraft of $25 million Insurance

recoveries relate to the Monte Carlo fire in 2008 and Hurricane Katrina in 2007 and 2006 See further discussion in

Executive Overview section

Write-downs and impairments in 2007 included wnte-offs related to discontinued construction projects and

write-off of the carrying value of the Nevada Landing building assets due to its closure in March 2007 The 2007

period also includes demolition costs primarily related to the Mandalay Bay room remodel

Write-downs and impairments in 2006 included S22 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 capital projects
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Non-operating Results

The following table summarizes information related to interest on our long-term debt

Year Ended December 31

2008 2007 ___
In thousands

Total interest incurred 773.662 930.138 900.661

Interest capitalized 164.376 215.951 122140

Interest allocated to discontinued operations 5.844 18160

609.286 708.343 760361

Cash paid for interest net of amounts capitalized 622297 731.618 778590

Weighted average total debt balance $12.8 billion S13.0 billion S12.7 billion

End-of-year ratio of fixed-to-floating debt 58/42 1/29 66/34

Weighted average
interest rate 6.0% 1% 7.1%

In 2008 gross interest costs decreased compared to 2007 mainly due to lower interest rates on our variable rate

borrowings Capitalized interest decreased in 2008 due to less capitalized interest related to CityCenter and

cessation of capitalized interest related to our investment in MGM Grand Macau upon opening in November 2007

The amounts presented above exclude non-cash gross
interest and corresponding capitalized interest related to our

CityCenter delayed equity contribution see Note to the accompanying consolidated financial statements for

further discussion

Gross interest costs increased in 2007 compared to 2006 due to higher average debt balances during the year up

until the significant reduction in debt in the fourth quarter resulting from the S2.47 billion received upon the close of

the CityCenter joint venture transaction and the $1.2 billion received from our sale of common stock to Infinity

World Investments wholly-owned subsidiary of Dubai World Higher capitalized interest in 2007 resulted from

the ongoing construction of CityCenter MGM Grand Detroit and MOM Grand Macau

The following table summarizes information related to our income taxes

ear Ended December 31

2008 2007 2006

In thousands

Income loss from continuing operations before income

tax S668988 $2158428 $977926

Income tax provision 186298 757.883 341.930

Effective income tax rate NM 35.1% 35.0%

Cash paid for income taxes 437.874 391042 S369450

The write-down of goodwill in 2008 which is treated as permanently non-deductible item in our federal

income tax provision caused us to incur provision for income tax expense even though our pre-tax result was

loss for the year Excluding the impact of the goodwill write-down the effective tax rate from continuing operations

for 2008 was 37.3% This is higher than the 2007 rate due to the impact of the CityCenter transaction on the 2007

rate which greatly minimized the impact of permanent and other tax items and due to the deduction taken in 2007

for domestic production activities resulting primarily from the CityCenter transaction The effective income tax rate

in 2006 benefited from reversal of tax reserves that were no longer required primarily due to guidance issued by

the Internal Revenue Service related to the deductibility of certain complimentaries

Cash taxes were paid in 2008 despite the pre-tax operating loss due to the non-deductible goodwill write-down

and cash taxes paid on the CityCenter gain in 2008 Since the CityCenter gain was realized in the fourth quarter of

2007 the associated income taxes were paid in 2008 Absent the cash taxes paid on the CityCenter gain cash taxes

were approximately S250 million less in 2008 than in 2007 In addition cash taxes for 2007 were only slightly

higher than 2006 despite significantly higher pre-tax income due to the deferral of taxes on the CityCenter gain into

2008
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Liquidity and Capital Resources

cash Flows Summary

Our cash flows consisted of the following

jear Ended December 31

2000 2007

In thousands

Net cash provided by operating activities 753.032 994.416 1.231.952

Investing cash flows

Purchases of propern and equipment 781.754 2.917.409 1.758.795

Proceeds from contribution of CityCenter 2.468.652

Proceeds from disposals of discontinued operations net 578.873

Purchase of convertible note 160.000

Investments in and advances to unconsolidated

affiliates 1279.462 1.420 103.288

Property damage insurance recoveries 21.109 207.289 209.963

Other 58.667 63.316 9693

Net cash provided by used in investing activities 1.981.440 209.301 1.642.427

Financing cash flows

Net borrowings repayments under bank credit

facilities 2.480.450 1.152.3X 393.150

Issuance of long-term debt 698.490 750.000 1.500.000

Repayment of long-term debt 789.146 1.402.233 444.500

Issuance of common stock 1.192.758

Issuance of common stock upon exercise of stock

awards 14.116 97.792 89.113

Purchases of common stock 1.240.857 826.765 246.892

Other 40.971 100.211 5.453

Net cash provided by used in financing actiities 1.122.082 1.240.537 10.024

Net increase decrease in cash and cash equivalents 106.326 36.820 99.549

Flows Operating Activities

Trends in our operating cash flows tend to follow trends in our operating income excluding gains and losses

from investing activities and net property transactions since our business is primarily cash-based Cash flow from

operations decreased 26 in 2008 partially due to decrease in operating income The 2008 period also included

significant tax payment approximately S300 million relating to the 2007 CityCenter transaction Cash flow from

operations dccrcascd in 2007 over 2006 due in part to an additional Si 35 million of net cash outflows jelaLed

to real estate under development expenditures partially offset by residential sales deposits when CityCenter was

wholly owned

At December 31 2008 and 2007 we held cash and cash equivalents of S296 million and $416 million

respectively We require certain amount of cash on hand to operate our resorts Beyond our cash on hand we
utilize company-wide cash management system to minimize the amount of cash held in banks Funds are swept

from accounts at our resorts daily into central bank accounts and excess funds are invested overnight or are used to

repay borrowings under our bank credit facilities

14



Cash Flows Investing Activities

Capital expenditures consisted of the following

Year Ended December 31

2008 2007 2006

In millions

Development and expansion projects

CityCenter
58 962 520

MGM Grand Detroit 19 336 262

Beau Riv age
63 446

Las Vegas Stnp land 584

MGM Grand Atlantic City 24

Capitalized interest on development and expansion projects 43 191 101

144 2136 1.329

Other

Room remodel projects 230 205 39

Corporate aircraft 102 48

Other 408 474 343

638 781 430

$782 $2917 $1759

In 2008 we and Dubai World each made loans to CityCenter of $500 million and equity contributions of

$653 million The insurance recoveries classified as investing cash flows relate to Monte Carlo in 2008 and

Hurricane Katrina in 2007 and 2006 as discussed earlier in the Executive Overview section

In 2007 we received net proceeds of $579 million from the sale of the Primm Valley Resorts and the Laughlin

Properties Also in 2007 we purchased $160 million convertible note issued by The Resort LLC which is

developing casino resort on Las Vegas Boulevard 10 miles south of Bellagio The note is convertible with certain

restrictions into 50% equity position in The Resort LLC Investments in unconsolidated affiliates in 2006

primarily represented investments in MGM Grand Macau

Cash Flows Financing Activities

We borrowed net debt of $2.4 billion in 2008 including $2.5 billion under our senior credit facility Also in

2008 we issued $750 million of 13% senior secured notes due 2013 at discount to yield 15% The senior secured

notes require that upon consummation of an asset sale such as the proposed sale of TI we either reinvest the net

after-tax proceeds which can include committed capital expenditures or make an offer to repurchase

corresponding amount of senior secured notes at par plus accrued interest We repaid the following senior and senior

subordinated notes at maturity during 2008

$180.4 million of 6.75% senior notes and

$196.2 million of 9.5% senior notes

In October 2008 our Board of Directors authorized the purchase of up to $500 million of our public debt

securities In 2008 we repurchased $345 million of principal amounts of our outstanding senior notes at purchase

price of $263 million in open market repurchases as follows

$230 million of our 6% senior notes due 2009

$43 million of our 8.5% senior notes due 2010

$3.7 million of our 6.375% senior notes due 2011

$5.4 million of our 6.75% senior notes due 2012
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15.8 million of our 6.75% senior notes due 2013

$16.1 million of our 5.875% senior notes due 2014

$7.1 million of our 6.875% senior notes due 2016

$17.3 million of our 7.5% senior notes due 2016 and

$7 million of our 7.625% senior notes due 2017

Also in the fourth quarter of 2008 we redeemed at par S149.4 million of the principal amount of our

7% debentures due 2036 pursuant to one-time put option by the holders of such debentures

We repaid net debt of $1.8 billion in 2007 including $1.2 billion under our senior credit facility In 2007 we
issued $750 million of 7.5% senior notes maturing in 2016 and we repaid the following senior and senior

subordinated notes at their scheduled maturity $710 million of 9.75% senior subordinated notes $200 million of

6.75% senior notes and $492.2 million of 10.25% senior subordinated notes

In 2007 we received approximately $1.2 billion from the sale of 14.2 million shares of our common stock to

Infinity World Investments at price of $84 per share We received $14 million S98 million and $89 million in

proceeds from the exercise of employee stock options in the years ended December 31 2008 2007 and 2006

respectively

In 2006 we borrowed net debt of $662 million due to the level of capital expenditures share repurchases and

Investments in unconsolidated affiliates We repaid at their scheduled maturity our $200 million 6.45% senior notes

and our $245 million 7.25% senior notes and we issued $1.5 billion of senior notes at various times throughout the

year with interest rates ranging from 6.75% to 7.625% and maturities ranging from 2013 to 2017

Our share repurchases are only conducted under repurchase programs approved by our Board of Directors and

publicly announced In May 2008 our Board of Directors approved 20 million share authorization which is still

fully available at December 31 2008 Our share repurchase activity was as follows

Year Ended December 31

2O O7 2006

In thousands

July 2004 authorization million and 6.5 million shares

purchased $659592 $246892

December 2007 authorization 18.1 million and 1.9 million

shares purchased 1.240856 167173

$1240856 5826.765 $246892

Average price of shares repurchased 68.36 83.92 37.98

Principal Debt Arrangements

Our long-term debt consists of publicly-held senior senior secured and senior subordinated notes and our

senior credit facility We pay fixed rates of interest ranging from 5.875% to 13% on the senior senior secured and

subordinated notes We pay variable interest based on LIBOR or base rate on our senior credit facility As of

December 31 2008 our current senior credit facility had total capacity of $7.0 billion matures in 2011 and

consists of $4.5 billion revolving credit facility and $2.5 billion term loan facility As of December 31 2008 we
had approximately $1.2 billion of available liquidity under our senior credit facility However as of March 17 2009
we had borrowed the entire amount of available borrowings under the senior credit facility After giving effect to our

May 2009 senior credit facility amendment the total capacity of the senior credit facility was permanently reduced

to $5.8 billion and consists of $3.6 billion revolving credit facility and $2.2 billion term loan facility

All of our principal debt arrangements are guaranteed by each of our material subsidiaries excluding MGM
Grand Detroit LLC and our foreign subsidiaries MGM Grand Detroit is guarantor under the senior credit facility

but only to the extent that MGM Grand Detroit LLC borrows under such facilities At December 31 2008 the

outstanding amount of borrowings related to MGM Grand Detroit LLC was $404 million Substantially all of the
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assets of New York-New York serve as collateral for the senior secured notes issued in 2008 and substantially

all of the assets of Bellagio and The Mirage serve as collateral for the I0.375c and l.125c senior secured notes

issued in May 2009 as well as the I3 senior secured notes issued in 2008 Until the completion of CityCenter

substantially all of the assets of Circus Circus Las Vegas and certain adjacent land serve to support our obligations

under the CityCenter completion guarantee
In conjunction with the May 2009 credit facility amendment we have

agreed to grant lenders security interest in the assets of Gold Strike Tunica and certain undeveloped land on the

Las Vegas Strip to secure up to S300 million of obligations under the credit facility and MGM Grand Detroit which

is co-borrower under the credit facility has agreed to grant lenders security interest in its assets to secure its

obligations under the credit facility Otherwise none of our assets serve as collateral for our principal debt

arrangements

Other Factors Affecting Liquidity

Long-term debt payable in 2009 As of December 31 2008 we had S226 million of principal of senior notes

due in July 2009 and S820 million of principal of senior notes due in October 2009 In May 2009 we commenced

cash tender offers to purchase any and all of these notes As of the close of the tender offers on June 10 2009 we had

received valid tenders for S122.3 million of the senior notes due July 2009 and S762.6 million of the senior notes

due October 2009

TI sale We closed the sale of TI to Ruffin Acquisition LLC on March 20 2009 At closing we received

$600 million in cash proceeds and Sl75 million secured note bearing interest at l0 payable not later than

36 months after closing Ruffin Acquisition LLC exercised its option provided for by an amendment to the

purchase agreement to prepay the note on or before April 30 2009 and receive S20 million discount on the

purchase price In connection with the sale of TI including the transfer of all of the membership interest in TI TI

was released as guarantor of our outstanding indebtedness and that of our subsidiaries

MGM Grand Atlantic City development In October 2007 we announced plans for multi-billion dollar

resort complex on our 72-acre site in Atlantic City Since making that announcement we have made extensive

progress in design and other pre-development activities However current economic conditions including limited

access to capital markets for projects of this scale have caused us to reassess timing for this project Accordingly we

have postponed current development activities

Mashantucket Pc gaol
Tribal Nation We have entered into series of agreements to implement strategic

alliance with the Mashantucket Pequot Tribal Nation MPTN which owns and operates Foxwoods Casino

Resort in Mashantucket Connecticut Under the strategic alliance new casino resort owned and operated by

MPTN located adjacent to the existing Foxwoods casino resort carries the MGM Grand brand name The resort

opened in May 2008 We are receiving brand licensing and consulting fee in connection with this agreement We

have also formed jointly owned company with MPTN Unity Gaming LLC to acquire or develop future

gaming and non-gaming enterprises Under certain circumstances we will provide loan of up to S200 million to

finance portion of MPTNs investment in joint projects

Kerner/Istithnar joint venture In September 2007 we entered into definitive agreement
with Kerzner

International and Istithmar forming ajoint enture to develop multi-billion dollar integrated resort to be located on

the southwest corner of Las Vegas Boulevard and Sahara Avenue In September 2008 we and our partners agreed to

defer additional design and pre-construction activities and amended the joint venture agreement accordingly In the

event the joint venture partners agree that the resort will be developed we will contribute 40 acres of land valued at

S20 million per acre for fifty percent of the equity in the joint venture Kerzner International and lstithmar will

contribute cash totaling SflX million of which S2X million will be distributed to us..for the other 50c of the

equity
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Off Balance Sheet Arrangements

Investments in unconsolidated affiliates Our off balance sheet
arrangements consist primarily of invest

ments in unconsolidated affiliates which currently consist primarily of our investments in CityCenter Borgata
Grand Victoria Silver Legacy and MGM Grand Macau We have not entered into any transactions with special

purpose entities nor have we engaged in any derivative transactions Our unconsolidated affiliate investments allov

us to realize the proportionate benefits of owning full-scale resort in manner that minimizes our initial

investment We have not historically guaranteed financing obtained by our investees and there are no other

provisions of the venture agreements which we believe are unusual or subject us to risks to which we would not be

subjected if we nad full ownership of the resort

Citycenier In October 2008 CityCenter closed on SI .8 billion senior secured bank credit facility which

could be increased up to $3 billion and consisted of S250 million revolver with the remaining amount in the form

of temi loans The initial credit facility had maturity of April 2013 as secured by substantially all olthe assets of

CityCenter and was initially priced at LIBOR plus 3.75k through the construction period In April 2009

CityCenter and its lenders amended the credit facility which resulted in the reduction of maximum borrowing to

$1.8 billion change of the maturity date of the facility to June 2012 requirement that the entire amount of

remaining equity contributions be funded through irrevocable letters of credit at closing and that lenders fund the

remaining $800 million at closing an amendment to the funding order such that future funding was pro rata

between the equity contributions and the amounts available under the credit facility an amendment to the

completion guarantees to relieve Dubai World of its completion guarantee as amounts were funded from its letter of

credit and an amendment of our completion guarantee to provide an unlimited completion and cost overrun

guarantee supported by our interests in the assets of Circus Circus Las Vegas and certain adjacent undeveloped

land

lhrough December 31 2008 we and Infinity World had each made loans of $925 million to CityCenter which

were subordinate to the credit facility During the fourth quarter of 2008 $425 million of each partners loan funding

was converted to equity and each partner provided equity contributions of $228 million Under the terms of the

credit facility we and Infinity World were each required to fund future construction costs through equity

commitments of up to $731 million as of December 31 2008 which requirement would be reduced by future

qualifying financing obtained by CityCenter Through March 17 2009 we had each made an additional

$237 million of required equity contributions in 2009 In March and April 2009 we funded an additional

$270 million of which $135 million was Infinity Worlds share In April 2009 we entered into an amended joint

venture agreement under which Infinity World agreed to fund its remaining equity contribution including the

$135 million we had previously funded on its behalf and we agreed to fund our remaining equity contributions of

$224 million through irrevocable letters of credit The funding is drawn as follows Infinity World for the first

$135 million us for the next $224 million and Infinity World for the final $359 million The amended agreement

also included provisions for distributions to be made on priority basis to Infinity World for the first $494 million to

us for the next $494 million and shared equally thereafter

Letters of credit At December 31 2008 we had outstanding letters o1 credit totaling $92 million of which

$50 million support bonds issued by the Economic Development Corporation of the City of Detroit and maturing in

2009 These bonds are recorded as liability in our consolidated balance sheets This obligation was undertaken to

secure our right to develop permanent casino in Detroit
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Commitments and Contractual Obligations

The following table summarizes our scheduled contractual obligations as of December 31 2008

2009 2010 2011 2012 2013 Thereafter

In millions

Long-term debt Sl.048 SLO8I S6.240 S545 SL384 $1216

Estimated interest payments on long-term

debtl 783 666 653 409 302 520

Capital leases

Operating leases 14 11 44

Tax liabilities2

Long-term liabilities3 77 18

CityCenter funding commitments4 731 319

Other purchase obligations

Construction commitments 54

Employment agreements
113 65 21

Entertainment agreementsS 127 26

Other6 86 16 15

53.036 S2.207 S6.946 $976 SL693 S3.786

Estimated interest payments on long-term debt are based on principal amounts outstanding at December 31

2008 and forecasted LIBOR rates for our bank credit facility

Approximately SI 18 million of tax liabilities related to unrecognized tax benefits are excluded from the table as

we cannot reasonably estimate when examination and other activity related to these amounts will conclude

Includes our obligation to support S50 million of bonds issued by the Economic Development Corporation of

the City of Detroit as part of our development agreement with the City The bonds mature in 2009

As of December31 2008 we were committed to fund equity contributions of $731 million to CityCenter during

2009 In addition we are committed to fund up to S600 million under partial completion guarantee Based on

current forecasted expenditures we estimate that we will be required to fund S319 million for such guarantee

during 2010 excluding the benefit of proceeds to be received from residential closing

Our largest entertainment commitments consist of minimum contractual payments to Cirque du Soleil which

performs shows at several of our resorts We are generally contractually committed for period of 12 months

based on our ability to exercise certain termination rights however we expect these shows to continue for

longer periods

The amount for 2009 includes approximately $58 million of open purchase orders Other commitments are for

various contracts including advertising maintenance and other service agreements

See Executive Overview Liquidity and Financial Position for discussion of the impacts of the above

contractual obligations on our liquidity and financial position

Critical Accounting Policies and Estimates

Managements discussion and analysis of our results of operations and liquidity and capital resources are based

on our consolidated financial statements 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 material impact on our results of operations financial position or cash flows Senior

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
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Allowance for Doubtful Casino Accounts Receivable

Marker pla represents significant portion of the table games volume at Bellagio MGM Grand Las Vegas
Mandala Ba 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

aggressisel pursue collection from those customers who fail to pay their marker balances timely These collection

efforts are similar to those used most large corporations 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 2008 and

2007 approximate1 52 and 47% respectively of our casino accounts receivable was owed customers from the

United Siate Markers are not legall enforceable instruments in some foreign countries but the United States

assets of foreign customers ma be reached to satisfy judgments entered in the United States At December 31 2008

and 2X7 approsirnatel 34% and 38% respectively of our casino accounts receivable was owed customers

from the Far East

We maintain an allowance or reserve for doubtful casino accounts at all of our operating casino resorts The

pros ision 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 appl ing standard reserve percentages to aged account balances At resorts where marker

play is significant we apply standard reserve percentages to aged account balances under specified dollar amount

and specifically anal ie the collectihility of each account with balance over the specified dollar amount based on

the age of the account the customers 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 collectihilit of unpaid markers is affected by 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 certain customer becomes known or as changes in regions economy occur

The following table shows key statistics related to our casino receivables

At December 31

2008 2007 2006

In thousandst

Casino accounts receivable S243600 S266.059 S248.4

Allosance for doubtful casino accounts receivable 92.278 76.7 18 83327

Allos ance as percentage of casino accounts receivable 38% 29% 34%

Median age of casino accounts receivable 36 days 28 days 46 days

Percentage of casino accounts outstanding over 180 days 21% 18% 21%

The allowance for doubtful accounts as percentage of casino accounts receivable has increased in the current

year due to an Increase in aging of accounts At December 31 2008 100 basis-point change in the allowance for

doubtful accounts as percentage of casino accounts receivable would change net income by S2 million or less than

S0.0l per share

Fixed Asset Capitalization and Depreciation Policies

Property and equipment are stated at cost For the majority of our property and equipment cost has been

determined based on estimated fair values in connection with the April 2005 Mandalay acquisition and the

May 2000 Mirage Resorts acquisition Maintenance and repairs that neither materially add to the value of the

property nor appreciahl prolong its life are charged to expense as incurred Depreciation and amortization are

provided on straight-line basis over the estimated useful lives of the assets We account for construction projects in

accordance ith Statement of Financial Accounting Standaids No 67 Accounting for Costs and Initial Rental

Operations of Real Estate Projects When we construct assets we capitalize direct costs of the project including
fees paid to architects and contractors property taxes and certain costs of our design and construction subsidiaries
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We must make estimates and assumptions when accounting for capital expenditures Whether an expenditure

is considered maintenance expense or capital asset is matter of judgment When constructing or purchasing

assets we must determine whether existing assets are being replaced or otherwise impaired which also may be

matter of judgment Our depreciation expense is highly dependent on the assumptions we make about our assets

estimated useful lives We determine the estimated useful lives based on our experience with similar assets

engineering
studies and our estimate of the usage of the asset Whenever events or circumstances occur which

change the estimated useful life of an asset we account for the change prospectively

In accordance with Statement of Financial Accounting Standards No 34 Capitalization of Interest Cost

SFAS 34 interest cost associated with major development and construction projects is capitalized as part of the

cost of the project Interest is typically capitalized on amounts expended on the project using the weighted-average

cost of our outstanding borrowings since we typically do not borrow funds directly related to development

project Capitalization of interest starts when construction activities as defined in SFAS 34 begin and ceases when

construction is substantially complete or development activity is suspended for more than brief period

Impairment of Long-lived Assets Goodwill and Indefinite-lived Intangible Assets

We evaluate our property and equipment and other long-lived 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 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 discounted cash flow model If an asset is still under development future cash flows include

remaining construction 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 quarterly basis we review our major long-lived assets to determine if events have occurred or

circumstances exist that indicate 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

standard capital asset pricing model

We review goodwill and indefinite-lived intangible assets for impairment in accordance with Statement of

Financial Accounting Standards No 142 Goodwill and Other Intangible Assets Goodwill represents the excess

of purchase price over fair market value of net assets acquired in business combinations Goodwill and indefinite-

lived intangible assets must be reviewed for impairment at least annually and between annual test dates in certain

circumstances We perform our annual impairment test for goodwill and indefinite-lived intangible assets in the

fourth quarter of each fiscal year Goodwill for relevant reporting units is tested for impairment using discounted

cash flow analysis based on our budgeted future results discounted using our weighted average cost of capital and

market indicators of terminal year capitalization rates Indefinite-lived intangible assets consist primarily of license

rights which are tested for impairment using discounted cash flow approach and trademarks which are tested for

impairment using the relief-from-royalty method See Note and Note to the accompanying consolidated

financial statements for further discussion related to goodwill and indefinite-lived intangible assets
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There are several estimates inherent in evaluating these assets for impairment In particular future cash flow

estimates are their nature subjective and actual results may differ materially from our estimates In addition the

determination of capitalization rates and the discount rates used in the goodwill impairment test are highly

judgmental and dependent in large part on expectations of future market conditions

See Results of Operations for discussion of write-downs and impairments of long-lived assets recorded in

2008 2007 and 2006 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 See Goodwill

Impairment for discussion of impairment of goodwill recorded in 2008 Other than the above items we are not

aware of events or circumstances through December 31 2008 that would cause us to revies an material long-lived

assets goodwill or indefinite-lived intangible 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 carrvforwards and certain temporars differences The standard

requires recognition of future tax benefit to the extent that realization of such benefit is more likely than not

Otherwise valuation allowance is applied Except for certain New Jersey state net operating losses certain other

New Jersey state deferred tax assets 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 taxable income

Our income tax returns are subject to examination by the Internal Revenue Service IRS and other tax

authorities Positions taken in tax returns are sometimes subject to uncertainty in the tax laws and may not

ultimately be accepted by the IRS or other tax authorities

Effective Januar 2007 we adopted Financial Accounting Standards Board Interpretation No 48 Account

ing for Uncertainty in Income Taxes an Interpretation of FASB Statement No 109 FIN 48 FIN 48 requires

that tax positions be assessed using two-step process tax position is recognized if it meets more likely than

not threshold 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 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 long-term liabilities based on the time until

expected payment Additionally we recognize accrued interest and penalties related to unrecognized tax benefits in

income tax expense policy that did not change as 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 As of December 31 2008 we were 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

as.se.ssing tax for such years has been extended in order for us to appeal issues related to land sale transaction that

were not agreed upon at the closure of the examination The appeals discussions continue and the Company has

requested to enter into appeals mediation procedures with the IRS Consequently we believe that it is reasonably

possible to settle these issues within the next twelve months The IRS is currently examining our federal income tax

returns for the 2003 and 2004 tax years and one of our subsidiaries for the 2004 through 2006 tax years Tax returns for

subsequent years are also subject to examination In addition during the first quarter of 2009 the IRS initiated an

examination of the federal income tax return of Mandalav Resort Group for the pre-acquisition year ended April 25

2005 The statute of limitations for assessing tax for the Mandalay Resort Group federal income tax return for the year

ended January 31 2005 has been extended but such return is not currently under examination by the IRS



As of December 31 2008 we are no longer subject to examination for our various state and local tax returns

filed for years
ended prior to 2003 Mandalay Resort Group subsidiary return for the pre-acquisition year ended

April 25 2005 is under examination by the City of Detroit During the first quarter
of 2008 the state of Mississippi

settled an examination of returns filed by subsidiaries of MGM MIRAGE and Mandalay Resort Group for the 2004

through 2006 tax years
This settlement resulted in payment of additional taxes and interest of less than $1 million

No other state or local income tax returns are currently under exam

Stock-based Compensation

We account for stock-based compensation in accordance with SFAS 123R For stock options and stock

appreciation rights SARs we measure fair value using the Black-Scholes model For restricted stock units

compensation expense is calculated based on the fair market value of our stock on the date of grant There are

several management assumptions required to determine the inputs into the Black-Scholes model Our volatility and

expected term assumptions can significantly impact the fair value of stock options and SARs The extent of the

impact will depend in part on the extent of awards in any given year In 2008 we granted 4.9 million SARs with

total fair value of $72 million In 2007 we granted 2.6 million SARs with total fair value of $68 million In 2006

we granted 1.9 million stock options and SARs with total fair value of $28 million

For 2008 awards 10% change in the volatility assumption 50% for 2008 for sensitivity analysis volatility

was assumed to be 45% and 55% would have resulted in $5.5 million or 8% change in fair value 10% change

in the expected term assumption 4.6 years
for 2008 for sensitivity analysis expected term was assumed to be

4.1 years and 5.1 years would have resulted in $3.3 million or 5% change in fair value These changes in fair

value would have been recognized over the five-year vesting period of such awards It should be noted that change

in the expected term would cause other changes since the risk-free rate and volatility assumptions are specific to the

term we did not attempt to adjust those assumptions in performing the sensitivity analysis above

Recently Issued Accounting Standards

Accounting for Business Combinations and Non-Controlling Interests

In December 2007 the Financial Accounting Standards Board FASB issued SFAS No 14 1R Business

Combinations SFAS l4lR and SFAS No 160 Non-controlling interests in Consolidated Financial State

ments an amendment of ARB No 51 SFAS 16ff These standards amend the requirements 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 measurement period and the measurement of non-

controlling interests previously commonly referred to as minority interests at fair value SFAS 141R also includes

additional disclosure requirements with respect to the methodologies and techniques used to determine the fair

value of assets and liabilities recognized in business combination 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 became effective for us on

January 2009 We do not believe the adoption of SFAS 141 and SFAS 160 will have material impact on our

consolidated financial statements

Transfers of Financial Assets and Interests in Variable Entities

In December 2008 the FASB issued FSP FAS 140-4 and FIN 46R-8 Disclosures by Public Entities

Enterprises About Transfers of Financial Assets and Interests in Variable Interest Entities The FSP enhances

disclosures required by FIN 46R to include discussion of significant judgments made in determining whether

variable interest entity VIE should be consolidated as well as the nature of the risks and how its involvement

with VIE affects the financial position of the entity The FSP is effective for us for the fiscal year ended

December 31 2008 The adoption of the FSP did not have material impact on our consolidated financial

statements
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Equity Method Investment Accounting Considerations

In November 2008 the Emerging Issues Task Force EITF of the FASB ratified its consensus on

EITF No 08-6 The EITF reached consensus on the following four issues addressed the initial caiing
value of an equity method investment is determined in accordance with SFAS 141R hequity method investors

should not separately test an investees underlying assets for impairment hut rather recognize other than
temporary

impairments of an equit method in\estment in accordance with APB Opinion 18 exceptions to recognizing

gains from an investees issuance of shares in earnings in accordance with the SECs Staff Accounting Bulletin 51

were remo%ed to achiee consistency with SFAS 160 and the guidance in APB Opinion 18 to account for

change in the investors accounting from the equity method to the cost method should still be applied EITF 08-6

became effective for on Januar 2009 We do not beliee the adoption of EITFO8-6 will have 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 Our primar exposure to market risk is interest rate risk

associated with our long-term debt We attempt to limit our exposure to interest rate risk by managing the mix of our

long-term tixed rate borrowings and short-term borrowings under our bank credit facilities change in interest

rates generally does not have an impact upon our future earnings and cash flow for fixed-rate debt instruments As

fixed-rate debt matures however and if additional debt is acquired to fund the debt repayment future earnings and

cash flow may be affected changes in interest rates This effect would be realized in the periods subsequent to the

periods when the debt matures

As of December 31 2008 long-term fixed rate borrowings represented approximately 58% of our total

borrowings Based on December 31 2008 debt levels an assumed 100 basis-point change in LIBOR would cause

our annual interest cost to change by approximately $57 million The following table provides additional

information about our long-term debt subject to changes in interest rates

Fair %a
Debt Matunng in

December 31
2009 2010 2011 2012 2013 Thereafter Total 200w

In millions

Fixed rate 51.048 SI.088 531 S545 Sl.338 S3.204 S7.754 S5.693

Average interest rate 6.1% 8.7ck 7.9% 6.8% 10.1% 7.0% 7.7%

Variable rate $5710 $5710 S2.855

Average interest rate N/A N/A 3.4% N/A N/A N/A 3.4%
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MANAGEMENTS ANNUAL REPORT

ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Managements Responsibilities

Management is responsible for establishing and maintaining adequate internal control over financial reporting

for MGM MIRAGE and subsidiaries the Company

Objective of Internal Control Over Financial Reporting

In establishing adequate internal control over financial reporting management has developed and maintained

system of internal control policies and procedures designed to provide reasonable assurance that information

contained in the accompanying consolidated financial statements and other information presented in this annual

report is reliable does not contain any untrue statement of material fact or omit to state material fact and fairly

presents in all material respects the financial condition results of operations and cash flows of the Company as of

and for the periods presented in this annual report Significant elements of the Companys internal control over

financial reporting include for example

Hiring skilled accounting personnel and training them appropriately

Written accounting policies

Written documentation of accounting systems and procedures

Segregation of incompatible duties

Internal audit function to monitor the effectiveness of the system of internal control

Oversight by an independent Audit Committee of the Board of Directors

Managements Evaluation

Management has evaluated the Companys internal control over financial reporting using the criteria

established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations

of the Treadway Commission Based on its evaluation as of December 31 2008 management believes that the

Companys internal control over financial reporting is effective in achieving the objectives described above

Report of Independent Registered Public Accounting Firm

Deloitte Touche LLP audited the Companys consolidated financial statements as of and for the year ended

December 31 2008 and issued their report thereon which is included in this annual report Deloitte Touche LLP

has also issued an attestation report on the effectiveness of the Companys internal control over financial reporting

and such report is also included in this annual report
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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 tinancial reporting of MGM MIRAGE and subsidiaries the

Company as of December 31 2008 based on criteria established in Internal Control Irneg ruled Frwnew ark

issued by the Committee of Sponsoring Organizations of the Treadway Commission The Companys management

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 Managements Annual

Report on Internal Control over Financial Reporting Our responsibility is to express an opinion on the effectieness

of the Companys 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 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 reasonable basis for our opinion

companys internal control over financial reporting is process designed by or under the supervision of the

companys principal executive and principal financial officers or persons performing similar functions and

effected by the companys board of directors management and other personnel to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles companys internal control over financial reporting

includes those policies and procedures that pertain to the maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and dispositions of the assets of the company provide reasonable

assurance that transactions 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 provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys

assets that could have 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 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 2008 based on the criteria established in Internal Control Integrated Framework

issued by the Committee of Sponsoring Organizations of the Treadway Commission

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the consolidated financial statements as of and for the year ended December 31 2008 Our report

dated March 17 2009 and June 23 2009 with regards to Note paragraphs one and two of Note II and Note 21

expressed an unqualified opinion on those financial statements and financial statement schedule and included an

explanatory paragraph regarding the adoption of Financial Accounting Standards Board Interpretation No 48

Accounting for Uncertainty in Income Taxes an interpretation of FASB Statement No 109

Is DELOLTIE TOUCHE LLP

Las Vegas Nevada

March 17 2009
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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 accompanying consolidated balance sheets of MGM MIRAGE and subsidiaries the

Company as of December 31 2008 and 2007 and the related consolidated statements of operations stock

holders equity and cash flows for each of the three years in the period ended December 31 2008 These financial

statements are the responsibility of the Companys management Our responsibility is to express an opinion on the

financial statements based on our audits

We conducted our audits 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 the financial statements are free of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as evaluating the overall

financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion such consolidated financial statements present fairly in all material respects the financial

position of MGM MIRAGE and subsidiaries as of December 31 2008 and 2007 and the results of their operations

and their cash flows for each of the three years in the period ended December 31 2008 in conformity with

accounting principles generally accepted in the United States of America

As discussed in Note 12 to the consolidated financial statements on January 2007 the Company adopted the

provisions of Financial Accounting Standards Board Interpretation No 48 Accounting for Uncertaint in Income

Taxes an interpretation of FASB Statement No 109

We have also audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the Companys internal control over financial reporting as of December 31 2008 based on the

criteria established in Internal Conirni Integrated Framework issued by the Committee of Sponsoring Orga

nizations of the Treadway Commission and our report dated March 17 2009 expressed an unqualified opinion on

the Companys internal control over financial reporting

1sf DELOI1TE TOUCHE LLP

Las Vegas Nevada

March 17 2009

June 23 2009 as to Note paragraphs one and two of Note II and Note 21
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MGM MIRAGE AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

At December 31

2008 2007

In tbousands except share

amounts

ASSETS

Current assets

Cash and cash equisalents 295.644 416.124

Accounts receivable net 303.416 412.933

Inventories 111.505 126.941

Income tax receivable 64685

Deferred income taxes 63.153 63.453

Prepaid expenses and other 155.652 106.364

Assets held for sale 538.975

Total current assets 1533030 1125815

Property and equipment net 16.289.154 16.870.898

Other assets

Investments in and ads ances to unconsolidated affiliates 4.642.865 2.482.727

Goodwill 86.353 1.262.922

Other intangible assets net 347.209 362.098

Deposits and other assets net 376.105 623.226

Total other assets 5.452.532 4730.973

$23274716 $22727686

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities

Accounts payable 142.693 220.495

Construction pa able 45103 76.524

Income taxes pa able 284.075

Current portion of long-term debt 1.047.614

Accrued interest on long-term debt 187.597 211.228

Other accrued liabilities 1.549.2% 932.365

Liabilities related to assets held for sale 30.273

Total current liabilities 3.002.576 1.724.687

Deferred income taxes 3.441.198 3.416.660

Long-term debt 12.416.552 11.175.229

Other long-term obligations 440.029 350.407

Commitments and contingencies Note 13

Stockholders equity

Common stock S.Ol par value authorized 600.000.000 shares issued 369.283995

and 368.395926 shares outstanding 276506.968 and 293.768899 shares 3693 3.684

Capital in excess of par value 4018.410 395 1.162

Treasury stock at cost 92.777.027 and 74.627.027 shares 3.355.963 2.115.107

Retained earnings 3.365.122 4.220.408

Accumulated other comprehensive income loss 56.901 556

Total stockholders equity 3.974.361 6.060.703

523.274.716 S22.727.686

The accompanying notes are an integral pan of these consolidated financial statements
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MGM MIRAGE AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues

Casino

Rooms

Food and beverage

Entertainment

Retail

Other

Less Promotional allowances

Expenses

Casino

Rooms

Food and beverage

Entertainment

Retail

Other

General and administrative

Corporate expense

Preopening and start-up expenses

Restructuring costs

Property transactions net

Gain on CityCenter transaction

Depreciation and amortization

Income from unconsolidated affiliates

Operating income loss

Non-operating income expense

Interest income

Interest expense net

Non-operating items from unconsolidated affiliates

Other net

Income loss from continuing operations before income taxes

Provision for income taxes

Income loss from continuing operations

Discontinued operations

Income from discontinued operations

Gain on disposal of discontinued operations

Provision for income taxes

Net income loss

Basic income loss per share of common stock

Income loss from continuing operations

Discontinued operations

Net income loss per share

Diluted income loss per share of common stock

Income loss from continuing operations

Discontinued operations

Net income loss per share

Year Ended December 31

2008 2007 2006

In thousands except per share

amounts

$2975680 3239054 $3130438

1907093 2130542 1991477

1582367 1651655 1483914

546310 560909 459540

261053 296148 278695

611692 519360 452669

7884195 8397668 7796733

675428 706031 620777

7208767 7691637 7175956

16520 17210 11192

609286 708343 760361
34559 18805 16063
87940 4436 15090

539385 705502 780322

668988 2158428 977926

186298 757883 341930

855286 1400545 635996

10461 18473

265813

92400 6205

183874 12268

855286 1584419 648264

3.06 4.88 2.25

0.64 0.04

3.06 5.52 2.29

3.06 4.70 2.18

0.61 0.04

3.06 5.31 2.22

The accompanying notes are an integral part of these consolidated financial statements

1618914 1646883 1586448

533559

930716

384822

168859

397504

1278501

109279

23059

443

1210749

778236

7434641

96271

542289

947475

395611

187386

307914

1251952

193893

92105

186313
1029660

700334

5049869

222162

513522

870683

330439

177479

236486

1169271

161507

36362

1035

40980

629627

5671879

254171

129603 2863930 1758248

29



MGM MIRAGE AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities

Net income loss

Adjustments to reconcile net income loss to net cash provided by operating activities

Depreciation and amortization

Amortization of debt discounts premiums and issuance costs

Provision for doubtful accounts

Stock-based compensation

Business
interruption

insurance lost profits

Business interruption insurance cost recovery

Property transactions net

Gain on early
retirements of long-term debt

Gain on CityCenter transaction

Gain on disposal of discontinued operations

Income from unconsolidated affiliates

Distributions from unconsolidated affiliates

Deferred income taxes

Changes in current assets and liabilities

Accounts receivable

Inventories

Income taxes receivable and payable

Prepaid expenses and other

Accounts payable and accrued liabilities

Real estate under development

Residential sales deposits

Business interruption insurance recoveries

Other

Net cash provided by operating activities

Cash flows from investing activities

Capital expenditures net of construction payable

Proceeds from contribution of CityCenter

Proceeds from disposals of discontinued operations net

Purchase of convertible note

Investments in and advances to unconsolidated affiliates

Property damage insurance recoveries

Dispositions of property and equipment

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 facilities maturities longer than 90 days

Repayments under bank credit facilities maturities longer than 90 days

Issuance of long-term debt

Retirement of senior notes

Debt issuance costs

Issuance of common stock

Issuance of common stock upon exercise of stock awards

Purchases of common stock

Excess tax benefits from stock-based compensation

Other

Net cash provided 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

Carrying value of net assets contributed to joint venture

CityCenter partial completion guarantee and delayed equity contributions

20500
12366

346878
14983

187858

28891

34685 30334 50784

753032 994416 1231952

781754 2917409
2468652

578873

160000
1279462 31420

21109 207289

85968 47571

27301 15745
__________

1981440 209301
_________

2760450 402300 756850

8170000 6750000 7000000

8450000 7500000 8150000
698490 750000 1500000

789146 1402233 444500
48700 5983 28383

1192758

14116 97792 89113

1240856 826765 246892
9509 102479 47330

1781 3715 13494

1122082 1240537 510024

106326 36820 99549

14154 24538
416124 452944 377933

295644 416124 452944

622297 731618 778590

437874 391042 369450

2773612

1111837

The accompanying notes are an integral part of these consolidated financial statements

Year Ended December 31

2008 2007 2006

In thousands

855286 1584419 648264

778236
10620

80293

36277

9146
27883

1210749

87457

40752
70546

79516

700334
4298

32910

45678

66748
5962

186313

1029660
265813
162217
211062

32813

82666
8511

315877

10937
32720

458165
247046

72711

653919

3096
47950

73626

46581
41135

229295
212477

59764

65467
10431

129929
21921
111559

89724
13970

98786

1758795

103288
209963

11375

1682

1642427
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MGM MIRAGE AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY
For the Years Ended December 31 2008 2007 and 2006

Balances January 2006

Net income

Currency translation adjustment

Other comprehensive income

from unconsolidated affiliate

net

Total comprehensive income

Stock-based compensation

Tax benefit from stock-based

compensation

Cancellation of restricted stock

Issuance of common stock upon

exercise of stock options

Purchases of treasury stock

Restricted shares turned in for tax

withholding

Other

Balances December 31 2006

Net income

Currency translation adjustment

Other comprehensive loss from

unconsolidated affiliate net

Total comprehensive income

Stock-based compensation

Tax benefit from stock-based

compensation

Issuance of common stock

Issuance of common stock upon

exercise of stock options and

stock
appreciation rights

Purchases of
treasury

stock

Other

Balances December 31 2007

Net income loss

Currency translation adjustment

Valuation adjustment to Resort

convertible note net of taxes

Total comprehensive income

loss

Stock-based compensation

Tax benefit from stock-based

compensation

Issuance of common stock upon

exercise of stock options and

stock
appreciation rights

Purchases of
treasury

stock

Other

Balances December 31 2008

48063

115439

14200 883980

5510

9850

293769

3235072

648264

12 13

60033

89113

246892

11764

_________
83

3849549

1584419

583

96746

826765

353

6060703

855286

3190

54267

14116

1240856

229

$56901 3974361

The accompanying notes are an integral part of these consolidated financial statements

Common Stock
Capital in

Shares Par Excess of

Outstanding Value Par Value

Deferred Treasury Retained

Compensation Stock Earnings

In thousands

Total

Stockholders

Equity

285070 $3573 $2586587 $3618

71186 3238

$1338394 $1987725

648264

Accumulated

Other

Comprehensive

Income Loss

801

1213

649480

74424

60033

70 70

5623 56 89057

6500 246892

280 11764

227 310

283909 3629 2806636 1597120 2635989 415

1584419

583

442 442

1584560

48063

115439

1192758

353

3951162

308778

826765

2115107 4220408 556

855286

3190

54267

55 96691

3684

42418

10494

888 14107

18150

229

276507 $3693 $4018410

912743

42418

10494

1240856

$3355963 $3365122
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MGM MIRAGE AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE ORGANIZATION

MGM MIRAGE he Company is Delaware corporation incorporated on Januars 29 1986 As of

December 31 2008 approximately 54% of the outstanding shares of the Compan common stock ere ned by

Tracinda Corporation Nevada corporation wholly owned by Kirk Kerkorian As result Tracinda Corporation

has the ability to elect the Company entire t3oard ot Directors and determine the outcome oI other matters

submitted to the Companys stockholders such as the approval ol significant transactions see Note for additional

information MGM MIRAGE acts largely as holding compan and through wholl -owned subsidiaries owns

and/or operates casino resorts

The Company owns and operates the following casino resorts in Las Vegas Nevada Bellagio MGM Grand

Las Vegas Mandalay Ba The Mirage Luxor Treasure Island TI Ne York-Nev 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 condominium-hotel consisting of three towers Other Nevada

operations include Circus Circus Reno Gold Stnke in Jean and Railroad Pass in Henderson The Company has

50% investment in Silver Legacy in Reno hich is adjacent to Circus Circus Reno The Company also owns

Shadow Creek an exclusive world-class golf course located approximatel ten miles north of its Las Vegas Strip

resorts and Primm Valle Golf Club at the CaliforniaJNe ada state line

In December 2008 the Company entered into an agreement to sell TI for S775 million see Note 21 for

additional information In April 2007 the Company completed the sale of Buffalo Bills Primm Valley and

Whiskey Petes casino resorts the Primm Valley Resortsl not including the Primm Valley Golf Club with net

proceeds to the Company of approximately S398 million In June 2X7 the Company completed the sale of the

Colorado Belle and Edgewater in Laughlin the Laughlin Propertiesi with net proceeds to the Company of

approximately Sl99 million

The Company is S0C/ owner of CityCenter mixed-use development on the Las Vegas Strip between

Bellagio and Monte Carlo City Center will feature 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 luxury hotelier Mandann

Oriental approximately 425.000 square feet of retail shops dining and entertainment venues and approximately

2.1 million square feet of residential space in approximately 2.40 luxur% condominium and condominium-hotel

units in multiple towers CityCenter is expected to open in late 2009 except City Center postponed the opening of

The Harmon Hotel Spa until late 2010 and cancelled the deelopment of approximately 200 residential units

originally planned The other 50% of CitvCenter is owned by Infinity World Development Corp Infinity World
wholly-owned subsidiar of Dubai World Dubai United Arab Emirates government decree entity The

Company is managing the development of CityCenter and upon completion of construction will manage the

operations of CityCenter for fee Construction costs for the major components of CityCenter are covered

guaranteed maximum price contracts GMPsuotaling S6.9 billion which have been fully executed Including the

cancellation of The Harmon residential component the Compan anticipates total cost savings of approximately

$0.5 billion which would reduce the S6.9 billion in GMP construction costs In addition by postponing The Harmon

Hotel Spa by one year the Company expects to defer $0.2 billion of construction costs necessary to complete the

interior fit out Additional budgeted cash expenditures include SI .8 billion of construction costs not included in the

GMPs S0.2 billion of preopening costs and S0.3 hilhon of financing c-o

The Company and its local partners own and operate MGM Grand Detroit in Detroit Michigan The resorts

interim facility closed on September 30 2007 and the new casino resort opened on October 2007 The Company

also owns and operates two resorts in Mississippi Beau Rivage in Biloxi and Gold Strike Tunica Beau Rivage

reopened in August 2006 after having been closed due to damage sustained as result of Hurricane Katrina in

August 2005

The Company has 50% interests in three resorts outside of Nevada MGM Grand Macau Grand Victoria and

Borgata MGM Grand Macau is casino resort that opened on December 18 2X7 Pansy Ho Chiu-King ons the
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MGM MIRAGE AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

other 50% of MGM Grand Macau Grand Victoria is riverboat in Elgin Illinois an affiliate of Hyatt Gaming

owns the other 50% of Grand Victoria and also operates the resort Borgata is casino resort located on Renaissance

Pointe 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 portion of which consists of common roads

landscaping and master plan improvements portion of which is being utilized for an expansion of Borgata and

portion of which is planned for wholly -owned development MGM Grand Atlantic City The Company has made

extensive progress in design and other pre-development activities However current economic conditions and the

impact of the credit market environment have caused the Company to reassess timing for this project Accordingly

the Company has postponed additional development activities The Company has also postponed further design and

pre-construction activities for its planned North Las Vegas Strip project with Kerzner International and lstithmar

see Note 13 for further discussion

NOTE LIQUIDITY AND FINANCIAL POSITION

The Company has significant indebtedness and significant financial commitments in 2009 In addition to

commitments under employment entertainment and other operational agreements the Companys financial

commitments and estimated capital expenditures in 2009 as of December 31 2008 totaled approximately

$2.8 billion and consisted of

Contractual maturities of long-term debt totaling approximately SI .0 billion

Interest payments on long-term debt estimated at S0.8 billion

CityCenter required equity contributions of approximately S0.7 billion

Other commitments of approximately S0.3 billion including S0.2 billion of estimated capital expenditures

To fund its anticipated 2009 financial commitments the Company had the following sources of funds in 2009

as of December 31 2008

Available borrowings under its senior credit facility of Sl.2 billion

Expected proceeds in 2009 from the sale of TI of approximately S0.6 billion

Operating cash flow The Companys current expectations for 2009 indicate that operating cash flow will be

lower than in 2008 In 2X8 the Company generated approximately Sl.8 billion of cash flow from operations

before deducting cash paid for interest which commitments are included in the list above and the tax

payment on the 2007 CityCenter transaction

At March 17 2009 the Company had borrowed the total amount of borroing capacity available under its

S7.0 billion senior credit facility The Company had no other sources of borro ing availability except to the extent

it pays down further amounts outstanding under the senior credit facility Therefore at March 17 2009 the

Company was uncertain as to hether the sources listed aboe would be sufficient to fund its 2009 financial

commitments and could not provide any assurances that it would be able to raise additional capital to fund its

anticipated expenditures in 2009 if the sources listed above were not adequate The conditions and events described

above raised substantial doubt about the Companys ability to continue as going concern at March 17 2009
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NOTES TO CONSOLIDATED FINANCIAl STATEMENTS Continued

In May 2009 the Company executed series of transactions to Improc its financial condition consisting of

the following

The Company entered into an amendment to its senior credit facilit. under which certain co.enants and

potential events of default were waived and other co enants crc amended and under hich the Company

permanently repaid S826 million of credit facility bornwings and the S4X million of previous repayments

under separate amendments were treated as permanent reductions Additional information about the credit

facility amendment is described below

The Company issued approximatel 164.5 million shares including approximatel 21.5 million shares

issued as result of the underwriters exercising their over-allotment option of its common stock at S7
per

share for total net proceeds to the Company of approximately SI .1 billion portion of the shares were

previously held by the Company as treasury stock and portion of the shares were newly issued Proceeds

from the common stock offering and concurrent offering of senior secured notes ..ere and are intended to be

used to repay outstanding amounts under the Companys senior credit facility and redeem certain out

standing senior debentures and senior notes and for general corporate purposes Pursuant to the issuance of

the additional shares of common stock described above Tracinda Corporation no longer owns more than

50% of the Compan common stock

The Company issued 5651 million of 10 175% senior secured notes due 2014 and S850 million of

11.125% senior secured notes due 2017 for net proceeds to the Company of approximately $1.4 billion

The notes are secured by the equity interests subject to gaming approvals and substantially all of the assets

of Bellagio and The Mirage and otherwise rank equally with the Companys existing and future senior

indebtedness

Concurrently with the close of the above transactions on Ma 19 2009 the Compan delivered notice of

redemption for the Sl00 million of outstanding 7.25% senior debentures of Mirage Resorts Incorporated MR1
wholly owned subsidiary of the Company The notes were redeemed on June 18 2009 at total cost of

approximately S127 million All of the covenants applicable to the NIRI notes that may be defeased pursuant to the

terms of the indenture governing the notes were defeased through the deposit of the aggregate redemption price with

the trustee for the notes Additionally in May 2009 the Company commenced tender offers to purchase all

$820.0 million of its outstanding 6.0% senior notes due October 2009 and all S226.3 million of its outstanding

6.50% senior notes due July 2009 of Mandalay Resort Group wholly owned subsidiary of the Company As of the

close of the tender offers on June 10 2009 the Company had received valid tenders for S762.6 million of the senior

notes due October 2009 and S122.3 million of the senior notes duc Jul\ 2009

While the Company was in compliance with the financial covenants under its senior credit facility at

December 31 2008 as previously anticipated the Company was not in compliance with the financial covenants as

of March 31 2009 and received waiver of the requirement to compl ith such covenants through June 30 2009

Subsequent to the receipt of the waiver in May 2009 the Company entered into an amendment of the senior credit

facility referred to above which included the following key terms

Amended certain financial and non-financial covenants to require quarterly minimum EBETDA test

based on rolling 12-month EBITDA provide for covenant limiting annual capital expenditures

eliminate the total leverage ratio and interest charge coverage ratio tests and permanently waive any prior

non-compliance with such ratio tests for the quarter ended March 31 2009 and permanently waive any

potential default from the inclusion of going concern explanatory paragraph in the report of its

independent registered public accountants for the years ended or ending December 31 2008 or December 31

2009

Amended existing restrictions to allow for the issuance of equity and debt securities described above and in

connection therewith amended existing restrictions to allo for the granting of liens to secure indebtedness

of up to S1.5 billion

34



MGM MIRAGE AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

Amended existing restrictions to allow the prepayment redemption or purchase of indebtedness including

payment of
any premium pursuant to the tender offers described above

Amended existing restrictions to allow the redemption prepayment repurchase and/or defeasance of the MRI

notes described above repayment
of

any registered debt securities currently outstanding and maturing through

February 28 2011 utilization of up to $300 million in cash to prepay repurchase or redeem indebtedness with

maturity date following February 28 2011 at discount to par and exchange of indebtedness for up to

$500 million in equity interests as long as change of control does not occur as result of such exchange

The Company is allowed to incur additional indebtedness up to $500 million provided that such indebt

edness must be unsecured indebtedness with maturity after the maturity of the senior credit facility with

covenants no more restrictive than those contained in the indentures governing the Companys existing

senior unsecured indebtedness Without duplication of the requirements described above 50% of the net

proceeds of such indebtedness must be used to permanently reduce the term loan and revolving portions of

the senior credit facility on pro rata basis

Provided that 50% of the net proceeds from any future asset sales would be used to permanently reduce the

term loan and revolving portions of the senior credit facility on pro rata basis subject to any similar

requirements in other debt instruments and

Fixed the LIBOR margin at 4.00% and the base rate margin at 3.00% which margins reflect an increase of

1.00% from the highest corresponding margin previously applicable

The Company granted the lenders security interest in the assets of Gold Strike Tunica and certain

undeveloped land on the Las Vegas Strip to secure up to S300 million of obligations under the credit facility

and MGM Grand Detroit which is co-borrower under the credit facility granted the lenders security

interest in its assets to secure its obligations under the credit facility

The Company believes that the approximately $2.5 billion of proceeds of the common stock and senior secured

notes offering in addition to the covenant relief provided under the amendment to its senior credit facility the

actual $755 million proceeds from the March 2009 sale of TI see Note 21 and the Companys operating cash

flow will allow the Company to fulfill its financial commitments through 2009 and 2010 including any amounts

due under the CityCenter completion guarantee see Note 21 notwithstanding the $1.26 billion of permanent

repayments of credit facility borrowings However the Companys ability to meet its obligation to redeem its

$782 million 8.5% senior notes maturing in September 2010 depends in part on the Companys operating

performance and amounts to be funded under the Companys CityCenter completion guarantee meeting manage
ments current expectations Should operating results or the amount required under the CityCenter Completion

guarantee not meet expectations it may be necessary
for the Company to seek additional financing or explore the

sale of non-core assets to satisfy the September 2010 senior note maturity

NOTE SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRESENTATION

Principles of consolidation The consolidated financial statements include the accounts of the Company and its

subsidiaries Investments in unconsolidated affiliates which are 50% or less owned and do not meet the consolidation

criteria of Financial Accounting Standards Board Interpretation No 46R as amended Consolidation of Variable

Interest Entities an Interpretation of ARB No 51 FIN 46R are accounted for under the equity method All

significant intercompany balances and transactions have been eliminated in consolidation The Companys operations

are primarily in one segment operation of casino resorts Other operations and foreign operations are not material

Managements use of estimates The consolidated financial statements have been prepared in conformity

with accounting principles generally accepted in the United States of America Those principles require the

Companys management to make estimates and assumptions that affect the reported amounts of assets and liabilities

and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of

revenues and expenses during the reporting period Actual results could differ from those estimates
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Financial statement impact of Hurricane Katrina and Monte Carlo fire The Company maintains insurance for

both property damage and business interruption relating to catastrophic events such as Hurricane Katrina affecting

Beau Rivage in August 2005 and the rooftop fire at Monte Carlo in Januar 2008 Business interruption coverage

covers lost profits and other costs incurred during the closure period and up to six months following re-opening

Non-refundable insurance recoveries received in excess of the net book value of damaged assets clean-up and

demolition costs and post-event costs are recognized as income in the period received or committed based on the

Companys estimate of the total claim for property damage recorded as Property transactions net and business

interruption recorded as reduction ofGeneral and administrative expenses compared to the recoenes received at

that time All post-event costs and expected recoveries are recorded net within General and administrative expenses

except for depreciation of non-damaged assets which is classified as Depreciation and amortization

Insurance recoveries are classified in the statement of cash flows based on the coverage to which the relate

Recoveries related to business interruption are classified as operating cash flows and recoveries related to property

damage are classified as investing cash flows However the Companys insurance policy includes undifferentiated

coverage for both property damage and business interruption Therefore the Company classifies insurance

recoveries as being related to property damage until the full amount of damaged assets and demolition costs

are recovered and classifies additional recoveries up to the amount of post-event costs incurred as being related to

business interruption Insurance recoveries beyond that amount are classified as operating or investing cash flows

based on the Coitipanys estimated allocation of the total claimim

The following table shows the net pre-tax impact on the statements of operations for insurance recoveries from

Hurricane Katrina and the Monte Carlo fire

ear Ended December 31

2008 2007 2006

In thousands

Reduction of general and administrative expenses

Hurricane Katrina 66.748

Monte Carlo fire 9146

9146 66748

Reduction of property transactions net

Hurricane Katrina S2l7.290 86.016

Monte Carlo fire 9639

9.639 $217290 86.016

The following table shows the cash flow statement impact of insurance proceeds from Hurricane Katrina and

the Monte Carlo fire

Year Ended December 31

2008 2007 2006

In thousands

Cash flows from operating activities

Hurricane Katrina 72711 98.786

Monte Carlo fire 28.891 _______ _______

S28.891 72.711 98.786

Cash flows from investing activities

Hurricane Katrina $207289 S209.963

Monte Carlo fire 21.109

S21.109 S207.289 S209.963
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Hurricane Katrina The Company reached final settlement agreements with its insurance carners related to

Hurricane Katrina in late 2007 In total the Company received insurance recoveries of $635 million which

exceeded the $265 million net book value of damaged assets and post-storm costs incurred The Company

recognized the $370 million of excess insurance recoveries in income in 2007 and 2008

Monte Carlo fire As of December 31 2008 the Company received $50 million of proceeds from its

insurance carriers related to the Monte Carlo fire Through December 31 2008 the Company recorded write-

down of $4 million related to the net book value of damaged assets demolition costs of $7 million and operating

costs of $21 million As of December 31 2008 the Company had receivable of approximately $1 million from its

insurance carriers

Cash and cash equivalents Cash and cash equivalents include investments and interest bearing instruments

with maturities of three months or less at the date of acquisition Such investments are carried at cost which

approximates market value Book overdraft balances resulting from the Companys cash management program are

recorded as accounts payable construction payable or other accrued liabilities as applicable

Accounts receivable and credit risk Financial instruments that potentially subject the Company to con

centrations of credit risk consist principally of casino accounts receivable The Company issues markers to

approved casino customers following background checks and investigations of creditworthiness At December 31

2008 substantial portion of the Companys receivables were due from customers residing in foreign countries

Business or economic conditions or other significant events in these countries could affect the collectibility of such

receivables

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 received An estimated allowance for doubtful accounts is

maintained to reduce the Companys receivables to their carrying amount which approximates fair value The

allowance is estimated based on specific review of customer accounts as well as historical collection experience and

current economic and business conditions Management believes that as of December 31 2008 no significant

concentrations of credit risk existed for which an allowance had not already been recorded

Real estate under development Until November 2007 the Company 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 joint venture See Note the Company no

longer has real estate under development

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

Property and equipment Property and equipment are stated at cost Gains or losses on dispositions of

property
and equipment are included in the determination of income Maintenance costs are expensed as incurred

Property and equipment are generally depreciated over the following estimated useful lives on straight-line basis

Buildings and improvements 30 to 45 years

Land improvements 10 to 20 years

Furniture and fixtures to 10
years

Equipment to 20 years
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The Company evaluates its property and equipment and other long-lived assets for impairment in accordance

with the Financial Accounting Standards Boards Statement of Financial Accounting Standards No 144 Account

ing for the Impairment or Disposal of Long-Lived Assets For assets to be disposed of the Company recognizes the

asset to be sold at the lower of carrying value or estimated fair value less costs of disposal Fair value for assets to be

disposed of is estimated based on comparable asset sales offers received or discounted cash flow model

For assets to be held and used the Company reviews fixed assets for impairment whenever indicators of

impairment exist If an indicator of impairment exists the Company compares 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 estimated fair value compared to canying value with fair value typically based on

discounted cash flow model If an asset is still under development future cash flows include remaining

construction costs

During the third quarter of 2008 the Company concluded that the Primm Valley Golf Club PVGC should

be reviewed for impairment due to its recent operating losses and the Companys expectation that such operating

losses will continue The estimated future undiscounted cash flows of PVGC do not exceed its carrying value The

Company determined the estimated fair value of PVGC to be approximately Sl4 million based on the comparable

sales approach The carrying value of PVGC exceeds its estimated fair value and as result the Company recorded

an impairment charge of $30 million which is included in Property transactions net in the accompanying

consolidated statements of operations for the year ended December 31 2008 For 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 project interest is

capitalized on amounts expended on the project using the weighted-average cost of the Companys outstanding

borrowings Capitalization of interest ceases when the project is substantially complete or development activity is

suspended for more than brief period

Investment in The Resort UC convertible note In June 2007 the Company purchased $160 million

convertible note issued by The Resort LLC which is developing 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 50% equity interest in The 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

The convertible note is accounted for as hybrid financial instrument consisting of host debt instrument and

an embedded call option on The Resort LLCs equity The debt component is accounted for separately as an

available-for-sale marketable security with changes in value recorded in other comprehensive income The call

option is treated as derivative with changes in value recorded in earnings The initial value of the call option was SO

and the initial value of the debt was $155 million with the discount accreted to earnings over the term of the note

The fair value of the call option was $0 at December 31 2008 and 2007 The entire canying value of the convertible

note is included in Deposits and other assets net in the accompanying consolidated balance sheets

Investments in and advances to unconsolidated affiliates The Company has investments in unconsolidated

affiliates accounted for under the equity method Under the equity method carrying value is adjusted for the

Companys share of the investees earnings and losses as well as capital contributions to and distributions from

these companies
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The Company evaluates its investments in unconsolidated affiliates for impairment when events or changes in

circumstances indicate that the carrying value of such investment may have experienced an other-than-temporary

decline in value If such conditions exist the Company compares the estimated fair value of the investment to its

carrying value to determine if an impairment is indicated and determines whether such impairment is other-than-

temporary based on its assessment of all reles ant factors Estimated fair value is determined using discounted cash

flow analysis based on estimated future results of the investee and market indicators of terminal year capitalization

rates

Goodwill and other intangible assets Goodwill represents the excess of purchase price over fair market

value of net assets acquired in business combinations Goodwill and indefinite-lived intangible assets must be

reviewed for impairment at least annually and between annual test dates in certain circumstances The Company

performs its annual impairment tests in the fourth quarter of each fiscal year No impairments were indicated as

result of the annual impairment review for goodwill and indefinite-lived intangible assets in 2007 and 2006 See

Note for results of our 2008 annual impairment tests

Goodwill for relevant reporting units is tested for impairment using discounted cash flow analysis based on

the estimated future results of the Companys reporting units discounted using the Companys weighted average

cost of capital and market indicators of terminal year capitalization rates The implied fair value of reporting units

goodwill is compared to the carrying value of that goodwill The implied fair value of goodwill is determined by

allocating the fair value of the reporting unit to its assets and liabilities and the amount remaining if any is the

implied fair value of goodwill If the implied fair value of the goodwill is less than its carrying value then it must be

written down to its implied fair value License rights are tested for impairment using discounted cash flow

approach and trademarks are tested for impairment using the relief-from-royalty method If the fair value of an

indefinite-lived intangible asset is less than its carrying amount an impairment loss must be recognized equal to the

difference

Revenue recognition and promotional allowances Casino revenue is the aggregate net difference between

gaming wins and losses with liabilities recognized for funds deposited by customers before gaming play occurs

casino front money and for chips in the customers possession outstanding chip liability Hotel food and

beverage entertainment and other operating revenues are recognized as services are performed Advance deposits

on rooms and advance ticket sales are recorded as accrued liabilities until services are provided to the customer

Gaming revenues are recognized net of certain sales incentives including discounts and points earned in point-

loyalty programs The retail value of accommodations food and beverage and other services furnished to guests

without charge is included in
gross revenue and then deducted as promotional allowances The estimated cost of

providing such promotional allowances is primarily included in casino expenses as follows

iear Ended December 31

2008 2007 2006

In thousands

Rooms 91.292 96183 91.799

Food and beverage 288.522 303.900 296.866

Other 30.742 33.457 34.439

$410556 5433.540 5423.104
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Reimbursed expenses The Company recognizes costs reimbursed pursuant to management services as

revenue in the period it incurs the costs Reimbursed costs related mainly to the Companys management of

CityCenter and totaled $47 million for 2008 and $5 million for 2007 and are classified as other revenue and other

operating expenses
in the accompanying consolidated statements of operations

Point-loyalty programs The Companys primary point-loyalty program in operation at its major resorts is

Players Club In Players Club customers earn points based on their slots play which can be redeemed for cash or

free play at any of the Companys participating resorts The Company records liability based on the points earned

times the redemption value and records corresponding reduction in casino revenue The expiration of unused

points results in reduction of the liability Customers overall level of table games and slots play is also tracked and

used by management in awarding discretionary complimentaries free rooms food and beverage and other

services for which no accrual is recorded Other loyalty programs at the Companys resorts generally operate in

similar manner though they generally are available only to customers at the individual resorts At December 31

2008 and 2007 the total company-wide liability for point-loyalty programs was $52 million and $56 million

respectively including amounts classified as liabilities related to assets held for sale

Advertising The Company expenses advertising costs the first time the advertising takes place Advertising

expense of continuing operations which is generally included in general and administrative expenses was

$122 million $141 million and $1 19 million for 2008 2007 and 2006 respectively

Corporate expense Corporate expense represents unallocated payroll and aircraft costs professional fees

and various other expenses not directly related to the Companys casino resort operations In addition corporate

expense includes the costs associated with the Companys evaluation and pursuit of new business opportunities

which are expensed as incurred until development of specific project has become probable

Preopening and start-up expenses The Company accounts for costs incurred during the preopening and

start-up phases of operations in accordance with the American Institute of Certified Public Accountants AICPA
Statement of Position 98-5 Reporting on the Costs of Start-up Activities Preopening and start-up costs including

organizational costs are expensed as incurred Costs classified as preopening and start-up expenses include payroll

outside services advertising and other expenses related to new or start-up operations and new customer initiatives

Property transactions nez 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 operations See Note 17 for 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

Year Ended December 31

O8 O7 O6
In thoemnds

Weighted-average common shares outstanding used in the

calculation of basic earnings per share 279815 286809 283140

Potential dilution from stock options stock appreciation rights and

restricted stock 11475 8607

Weighted-average common and common equivalent shares used in

the calculation of diluted earnings per share 279.8 15 298284 291747
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The Company had loss from continuing operations in 2008 Therefore approximately 26 million shares

underlying outstanding stock-based awards were excluded from the computation of diluted earnings per share

because inclusion would be anti-dilutive In 2007 and 2006 shares underlying outstanding stock-based awards

excluded from the diluted share calculation were not material

Currency translation The Company accounts for currency translation in accordance with Statement of

Financial Accounting Standards No 52 Foreign Currency Translation Balance sheet accounts are translated at

the exchange rate in effect at each balance sheet date Income statement accounts are translated at the average rate of

exchange prevailing during the period Translation adjustments resulting from this process are charged or credited

to other comprehensive income

Comprehensive income Comprehensive income includes net income loss and all other non-stockholder

changes in equity or other comprehensive income Elements of the Companys other comprehensive income are

reported in the accompanying consolidated statements of stockholders equity and the cumulative balance of these

elements consisted of the following

At December 31

2008 2007

In thousands

Other comprehensive income loss from unconsolidated affiliates 305

Valuation adjustment to Resort convertible note net of taxes 54.267

Currency translation adjustments 2.634 861

556901 556

Reclassificazions 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 Substantially

all of the prior year reclassifications relate to the classification of meals provided free to employees as General

and administrative expense while in past periods the cost of these meals was charged to each operating

department The total amount reclassified to general and administrative expenses for the years ending 2007

and 2006 was $112 million and $98 million respectively

Fair value measurement The Company adopted Statement of Financial Accounting Standards No 157

Fair Value Measurements SFAS 157 for financial assets and liabilities on January 2008 SFAS 157

establishes framework for measuring the fair value of financial assets and liabilities and requires certain

disclosures about fair value The framework utilizes fair value hierarchy consisting of the following Level

inputs which are observable inputs for identical assets such as quoted prices in an active market Level inputs

which are observable inputs for similarassets and Level inputs which are unobservable inputs The Companys

only significant assets and liabilities affected by the adoption of SFAS 157 are

Marketable securities held in connection with the Companys deferred compensation and supple

mental executive retirement plans and the plans corresponding liabilities As of December 31 2008 the

assets and liabilities related to these plans each totaled S68 million measured entirely using Level inputs

The Companys investment in The Resort LLC convertible note and embedded call option The fair

value of the convertible note was measured using Level inputs The fair value of the embedded call option

was measured using Level inputs consisting primarily of estimates of future cash flows See Compre

hensive income in Note for valuation adjustment recognized during 2008

The partial completion guarantee provided in connection with the CityCenter credit facility discussed

in Note 13 which fair value was measured using Level inputs consisting of budgeted and historical

construction costs
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Recently Issued Accounting Standards The following accounting standards were issued in 2007 and 2008

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 141R Business Combinations SFAS l4lR and

SFAS No 160 Non-controlling 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

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 measurement period and the measurement of non-controlling interests previously commonly
referred to as minority interests at fair value SFAS l4lR also includes additional disclosure requirements with

respect to the methodologies and techniques used to determine the fair value of assets and liabilities recognized in

business combination 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 became effective for the Company on January 2009 The

Company does not believe the adoption of SFAS 141 and SFAS 160 will have material impact on its consolidated

financial statements

Transfers of Financial Assets and Interests in Variable Interest Entities In December 2008 the FASB issued

FSP FAS 140-4 and FIN 46R-8 Disclosures by Public Entities Enterprises About Transfers of Financial Assets

and Interests in Variable Interest Entities The FSP amends SFAS 140 and FIN 46R to enhance the disclosures

required by the standards The FSP enhances disclosures required by FIN 4.6R to include discussion of

significant judgments made in determining whether variable interest entity VIE should be consolidated as

well as the nature of the risks and how an entitys involvement with VIE effects the financial position of the entity

The FSP is effective for the Company for the fiscal year ended December 31 2008 The adoption of the FSP did not

have material impact on the Companys consolidated financial statements

Equity Method Investment Accounting Considerations In November 2008 the Emerging Issues Task Force

EITF of the FASB ratified its consensus on EITF No 08-6 Equity Method Investment Accounting Consid

erations EITF 08-6 The EITF reached consensus on the following four issues addressed the initial

carrying value of an equity method investment is determined in accordance with SFAS 141R equity method

investors should not separately test an investees underlying assets for impairment but rather recognize other than

temporary impairments of an equity method investment in accordance with APB Opinion 18 exceptions to

recognizing gains from an investees issuance of shares in earnings in accordance with the SECs Staff Accounting

Bulletin 51 were removed to achieve consistency with SFAS 160 and the guidance in APB Opinion 18 to account

for change in the investors accounting from the equity method to the cost method should still be applied

EITF 08-6 is effective for the Company on January 2009 The Company does not believe the adoption of

EITF 08-6 will have material impact on its consolidated financial statements
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NOTE ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS

The asset and liabilities of TI are classified as held for sale as of December 31 2008 However the results of its

operations have not been classified as discontinued operations because the Company expects to continue to receive

significant cash flows from customer migration

The following table summarizes the assets held for sale and liabilities related to assets held for sale in the

accompanying consolidated balance sheets

December 31

In thousands

Cash 14154

Accounts receivable net 9962

Inventories 3069

Prepaid expenses and other 3459

Total current assets 30644

Property and equipment net 494.807

Goodwill 7781

Other assets net ________

Total assets 538975

Accounts payable
4162

Other current liabilities 26111

Total current liabilities 30273

Other long-term obligations

Total liabilities 30273

Net assets 5508702

The sale of the Primm Valley Resorts in April 2007 resulted in pre-tax gain of S202 million and the sale of the

Laughlin Properties in June2007 resulted in pre-tax gain of $64 million The results of the Laughlin Properties and

PrimmValley Resorts are classified as discontinued operations in the accompanying consolidated statements of

operations for the years
ended 2007 and 2006 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

Year Ended December 31

2O 2007 2006

In thousands

Net revenues of discontinued operations S128619 $412032

Interest allocated to discontinued operations based on the ratio

of net assets of discontinued operations to total consolidated

net assets and debt 5844 18160
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NOTE CITYCENTER TRANSACTION

In August 2007 the Company and Dubai World agreed to form 50/50 joint venture for the CityCenter

development The joint venture CityCenter Holdings LLC is owned equaHy by the Company and Infinity World

In November 2007 the Company contributed the CityCenter assets which the parties valued at $5.4 billion subject

to certain adjustments Infinity World contributed S2.96 billion in cash At the close of the transaction the Company
received cash distribution of $2.47 billion of which $22 million was repaid in 2008 to CityCenter as result of

post-closing adjustment The Company will continue to serse as developer of CityCenter and upon completion of

construction will manage CitvCenter for fee

The initial contribution of the CityCenter assets was accounted for as partial sale of real estate As partial

sale profit can be recognized when seller retains an equity interest in the assets hut only to the extent of the

outside equity interests and only if the following criteria are met the buyer is independent of the seller

collection of the sales price is reasonably assured and the seller will not be required to support the operations

of the property to an extent greater than its proportionate retained interest

The transaction met criteria and 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 prohibited form of continuing involvement based on the presence of certain contingent

repurchase options including an option to purchase Infinity Worlds interest if Infinity World or Dubai World is

denied required gaming approvals The Company assessed the probability of such contingency as remote and
therefore determined that prohibited form of continuing involvement does not exist

As described above the Company did not receive the entire amount of the sales price as portion remained in

the venture to fund near-term construction costs Therefore the Company believes that portion of the gain does not

meet criteria above and has been deferred The Company recorded gain of $1.03 billion based on the following

in millions

Cash received

Initial distribution 2.468

Post-closing adjustment 22
Net cash received 2.446

Less 50% of cariying value of assets contributed 1387
I.ess l.iahilities resulting from the transaction 29

1.030

The Company is accounting for its ongoing investment in CityCenter using the equity method consistent with

its other investments in unconsolidated affiliates The Company assessed whether CityCenter should be consol

idated under the provisions of FIN 46R and determined that CityCenter is not variable interest entity based on

the following CityCenter does not meet the
scope exceptions in FIN 4.6R the equity at risk in CityCenter is

sufficient based on qualitative assessments the equity holders of CityCenter the Company and Infinity World
have the ability to control CityCenter and the right/obligation to receive/absorb expected returns/losses of

CityCenter and while the Companys 50% voting rights in CityCenter may not be proportionate to its

rights/obligations to receive/absorb expected returns/losses given the fact that the Company manages CityCenter

substantially all of the activities of CityCenter do not involve and are not conducted on behalf of the Company
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NOTE ACCOUNTS RECEIVABLE NET

Accounts receivable consisted of the following

At December 31

2008 2007

In thousands

Casino $243600 $266059

Hotel 112985 181983

Other 46437 50815

403022 498857

Less Allowance for doubtful accounts 99606 85924

$303416 $412933

NOTE PROPERTY AND EQUIPMENT NET

Property and equipment consisted of the following

At December 31

2008 2007

In thousands

Land 7449254 7728488

Buildings building improvements and land improvements 8806135 8724339

Furniture fixtures and equipment 3435886 3231725

Construction in progress
407440 552667

20098715 20237219

Less Accumulated depreciation and amortization 3809561 3366321

$16289154 $16870898

NOTE INVESTMENTS IN AND ADVANCES TO UNCONSOLIDATED AFFILIATES

Investments in and advances to unconsolidated affiliates consisted of the following

At December 31

2008 2007

In thousands

CityCenter Holdings LLC CityCenter 50% $3581188 $1421480

Marina District Development Company Borgat.a 50% 474171 453277

Elgin Riverboat Resort-Riverboat Casino Grand Victoria 50% 296746 297328

MGM Grand Paradise Limited Macau 50% 252060 258298

Circus and Eldorado Joint Venture Silver Legacy 50% 27912 35152

TurnberiyfMGM Grand Towers The Signature at MGM Grand

50% 3309 5651

Other 7479 11541

$4642865 $2482727
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Through December 3l 2008 the Compan and lnfinit World had each made loans of 5925 million to

CityCerner which are sutxrdinate to the credit facility to fund construction costs During the fourth quarter of

2008 5425 million of each partners loan funding was converted to equity and each partner provided additional

equity contributions of S228 million Under the term of the credit facility described below the Company and

Infinity World were each required to make additional equity commitments of up to $731 million as of December 31
2008 which requirement would be reduced by future qualifying financing obtained by CityCenter During the

fourth quarter of 2008 the Company recorded liahilit equal to the present salue of the required future equity

contributions classified as Other accrued liabilities in the accompanying consolidated balance sheet and

corresponding increase to its Investment balance Subsequent to December 31 2008 thepanners made additional

contributions of S237 million each See Note 21 for additional information

In October 2008 CityCenter closed on Sl.8 billion senior secured bank credit facility The credit facility

requires the Company and Infinity World to provide subordinated loans and equity contributions which will be used

to fund construction costs prior to amounts being drawn under the credit facility In conjunction with the CityCenter

credit facility the Company and Infinity World have entered into partial completion guarantees on several basis

see Note 13 See Note 21 for additional information

During the year ended December 31 2008 and 2007 the Company incurred $46 million and S5 million

respectively of costs reimbursable by CityCenter which was comprised primarily of employee compensation
residential sales costs and certain allocated costs Such costs are recorded as Other operating expenses and the

reimbursement of such costs is recorded as Other revenue in the accompanying consolidated statements of

operations

During 2007 sales of units at The Signature at MGM Grand were completed and the joint venture essentially

ceased sales operations During the fourth quarter of 2007 the Company purchased the remaining 88 units in

Towers and from the joint venture for S39 million These units have been recorded as property plant and

equipment in the accompaying consolidated balance sheets

The Company recognized the following related to its share of profit from condominium sales based on when

sales were closed in 2007 and 2006

Year Ended December 31

2OO 2007 2006

Un thousands

Income from joint venture 83.728 SI 02.785

Gain on land previousl deferred 8003 14524

Other income loss 776 108

92507 5117201
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Venture-level equity

Fair value adjustments to investments acquired in business

combinationsA

Capitalized interestB

Adjustment to CityCenter equity upon contribution of net assets by

MGM MIRAGEC

CityCenter delayed equity contribution and partial completion

guaranteeD

Advances to CityCenter net of discountE

Other adjustmentsF __________ __________

Includes S90 million increase for Borgata related to land $267 million increase for Grand Victoria related

to indefinite-lived gaming license rights and $35 million reduction for Silver Legacy related to long-term

assets and long-term debt

Relates to interest capitalized on the Companys investment balance during the unconsolidated affiliates

development and construction stages

Relates to land construction in progress real estate under development and other assets see Note

The Company recorded increases to its investment and corresponding liabilities for its partial completion

guarantee and equity contributions both as required under the CityCenter credit facility These basis

differences will be resolved as the Company makes the related payments or such liabilities are otherwise

resolved

The advances to CityCenter are recognized as long-term debt by CityCenter however since such advances

were provided at below market rates CityCenter recorded the advances at discount with corresponding

equity contribution This basis difference will be resolved when the advances are repaid

Other adjustments include the deferred gain on the CityCenter transaction as discussed in Note

The Company recorded its share of the results of operations of the unconsolidated affiliates as follows

Year Ended December 31

2008 2007 2006

In thousands

$222 162

41.140

_______
18.805 _______

_______
$162217

________

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

The Companys investment in unconsolidated affiliates does not equal the venture-level equity due to various

basis differences Basis differences related to depreciable assets are being amortized based on the useful lives of the

related assets and liabilities and basis differences related to non depreciable assets are not being amortized

Differences between the Companys venture-level equity and investment balances are as follows

At December 31

200$ 2007

In thousands

53711.900 $2874157

321814

236810

321.8 14

99055

662492 662492

883.831

323950

172948

$4642865

149807

$2482727

Income from unconsolidated affiliates 96.271

Preopening and start-up expenses
20960

Non-operating items from unconsolidated affiliates 34.559

40752

$254171

8.8 13

16.063

$229295
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Summarized balance sheet information of the unconsolidated affiliates is as follows

Current assets

Property and other assets net

Current liabilities

Long-term debt and other liabilities

Equity

At December 31

2008 2007

In thousands

555615 676.746

11.546.361 7.797.343

945.412 817.208

3.908.088 2.015.631

7248476 5.641250

Summarized results of operations of the unconsolidated affiliates are as follows

Net revenues

Operating expenses except preopening expenses

Preopening and start-up expenses

Operating income

Interest
expense

Other non-operating income expense

Net income

Year Ended December 31

2008 2007 2O
In thousands

1.884.504 2.020.523

1447749 1536253

__________ 79879 .12.285

356876 471.985

47618 37898

_________ 5194 2462

_________
314452 436549

Summarized balance sheet information of the CityCenter joint venture is as follows

Current assets

Property and other assets net

Current liabilities

Long-term debt and other liabilities

Equity

At December 31

2008 2007

In thousands

75944 217.415

8727378 4973.887

573.797 337.598

2041166 286.952

6188.359 4.566752

Summarized income statement information of the CityCenter joint venture is as follows

Operating expenses except preopening expenses

Preopening and start-up expenses

Operating loss

Interest income

Other non-operating income

Net loss

Year Ended

December 31

2008 2007

In thousands

S39.347 53.842

34.420 5258

73.767 9100
5.808 1.913

154

567805 57.187

2.445835

2258033

41442

146360

1.878

5660

58822
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NOTE 9GOODWILL AND OTHER INTANGIBLE ASSETS

Good ill and other intangible assets consisted of the following

At December 31

2008 2007

tin thousands

Goodwill

Mirage Resorts acquisition 2XX 39.48 47186

Mandalay Resort Group acquisition 2005 45.510 1.214.297

Other 1.195 1.439

86.353 Sl262.922

Indefinite-lived intangible assets

Detroit development rights
98.098 98.098

Trademarks license rights and other 235.672 247.346

333.770 345.444

Other intangible assets net 13.439 16.654

S347.209 362098

Changes in the recorded balances of goodwill are as follows

Year Ended December 31

2008 2007

tin thousands

Balance beginning of
year

1.262.922 Sl300.747

Goodwill impairment charge
1.168.088

Resolution of Mirage Resorts acquisition tax reserves 29156

Finalization of the Mandalay purchase price allocation 2693

Other 8.481 5.976

Balance end of the ear 86.353 1.262.922

Goodwill related to the Mirage Resorts acquisition was assigned to Bellagio The Mirage and TI Goodwill

related to the Mandalay Resort Group acquisition was primarily assigned to Mandalay Bay Luxor Excalibur and

Gold Strike Tunica As result of the Companys annual impairment test of goodwill the Company recognized

non-cash impairment charge of goodwill of 1.17 billion in the fourth quarter of 2008 included in Property

transactions net in the accompanying consolidated statement of operations Such charge solely related to goodwill

recognized in the Mandalay acquisition Assumptions used in such analysis were impacted by current market

conditions including llower market valuation multiples for gaming assets higher discount rates resulting from

turmoil in the credit and equity markets and current cash flow forecasts for the affected resorts The remaining

balance of the Mandalav acquisition goodwill primarily relates to goodwill assigned to Gold Strike Tunica

The Companys indefinite-lived intangible assets balance of S334 million includes trademarks and trade

names of S2l7 million related to the Mandalay acquisition As result of the Companys annual impairment test of

indefinite-lived intangible assets the Company recognized non-cash impairment charge of Sl2 million in the

fourth quarter of 2008 included in Property transactions net in the accompanying consolidated statement of

operations Such charge solely related to trade names recognized in the Mandalay acquisition The fair value of the

trade names as determined using the relief-from-royalty method and was negatively impacted by the factors

discussed above relating to the impairment of goodwill The Companys indefinite-lived intangible assets consist

primarily of development rights in Detroit and trademarks

The Company remaining finite lived intangible assets consist primarily of customer lists amortized over

five years lease acquisition costs amortized over the life of the related leases and certain license rights amortized

over their contractual life
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NOTE 10 OTHER ACCRUED LIABILITIES

Other accrued liabilities consisted of the following

At December 31

2008 2007

tin tbousands

Payroll and related 251.750 $304101

Advance deposits and ticket sales 105.809 137.814

Casino
outstanding chip liability 96.365 105.015

Casino front money deposits 74.165 71.069

Other gaming related accruals 82.827 89.906

Taxes other than income taxes 59.948 72.806

Delayed equity contribution to CityCenter 700.224

Other 178.208 151.654

SI .549.296 $932365

NOTE 11LONG-TERM DEBT

Long-term debt consisted of the following

At December 31

Senior credit facility

$180.4 million 6.75% senior notes due 2008 net

$196.2 million 9.5% senior notes due 2008 net

$226.3 million 6.5% senior notes due 2009 net

$820 million 6% senior notes due 2009 net

$297.6 million 9.375% senior subordinated notes due 2010 net

$782 million 8.5% senior notes due 2010 net

$400 million 8.375% senior subordinated notes due 2011

$128.7 million 6.375% senior notes due 2011 net

$544.7 million 6.75% senior notes due 2012

$150 million 7.625% senior subordinated debentures due 2013 net

$484.2 million 6.75% senior notes due 2013

$750 million 13% senior secured notes due 2013 net

$508.9 million 5.875% senior notes due 2014 net

$875 million 6.625% senior notes due 2015 net

$242.9 million 6.875% senior notes due 2016

$732.7 million 7.5% senior notes due 2016

$100 million 7.25% senior debentures due 2017 net

$743 million 7.625% senior notes due 2017

floating rate convertible senior debentures due 2033

$0.5 million 7% debentures due 2036 net

$4.3 million 6.7% debentures due 2096

Other notes

Less Current portion

2008 2007

tin thousands

5.710.000 3229550

180.085

200.203

226.720 227.356

820.894 1.052577

305.893 12.807

781.223 823689

400000 400000

129.399 133320

544.650 550.000

153960 154.679

484226 500000

699440

507.304 523.089

878.728 879173

242900 250000

732749 750.000

85537 84.499

743.000 750000

8.472 8472

573 155835

4265 4265

4233 5.630

13.4.64.166 11.175229

1.047614

S12.416.552 $11175229
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At December 3l 2007 amounts due within one year
of the balance sheet date were classified as long-term in

the accompanying consolidated balance sheets because the Company had both the intent and ability to repay these

amounts with available borrowings under its senior credit facility As discussed in Note the senior credit facility

was fully drawn during February 2009 therefore the Companys senior notes due in 2009 have been classified as

current obligations as of December 31 2008 We have not reclassified amounts outstanding on other long-term debt

obligations including the senior credit facility as current

Interest expense net consisted of the following

Year Ended December 31

2008 2007 2006

In thoands

Total interest incurred 795.049 930.138 900661

Interest capitalized 185.763 215951 122140

Interest allocated to discontinued operations
5844 18160

609.286 708.343 760361

At December 31 2008 the senior credit facility had total capacity of $7 billion and matures in 2011 The

Company had the ability to solicit additional lender commitments to increase the capacity to $8 billion The

components of the senior credit facility include term loan facility of S2.5 billion and revolving credit facility of

$4.5 billion The weighted average interest rate on outstanding borrowings under the senior credit facility at

December 31 2008 was 3.4% At December 31 2008 the Company had approximately $1.2 billion of available

borrowing capacity under the senior credit facility However as of May 17 2009 the Company had borrowed the

entire amount of available borrowings under the senior credit facility See Note for additional information

In November 2008 the Company issued 5750 million in aggregate principal amount of 3% senior secured notes

due 2013 at discount to yield 15% with net proceeds to the Company of $687 million The notes are secured by the

equity interests and assets of New York-New York and otherwise rank equally with the Companys existing and future

senior indebtedness The senior secured notes require that upon consummation of an asset sale such as the proposed

sale ofT the Company either reinvest the net after-tax proceeds which can include committed capital expenditures

or make an offer to repurchase corresponding amount of senior secured notes at par plus accrued interest

In November 2008 the Company redeemed 149.4 million of the aggregate outstanding principal amount of

its 7% debentures due 2036 pursuant to one-time put option by the holders of such debentures The Company

recognized S6 million gain on the redemption of these debentures included within Other net in the

accompanying consolidated statement of operations

In October 2008 the Companys Board of Directors authorized the purchase of up to $500 million of the

Companys public debt securities In 2008 the Company repurchased $345 million of principal amounts of its

outstanding senior notes at purchase price of S263 million in open market repurchases as follows

$230 million in principal amount of our 6% senior notes due 2009

543 million in principal amount of our 8.5% senior notes due 2010

$3.7 million in principal amount of the 6.375% senior notes due 2011

$5.4 million in principal amount of our 6.75% senior notes due 2012

$15.8 million in principal amount of our 6.75% senior notes due 2013

$16.1 million in principal amount of our 5.875% senior notes due 2014

S7.1 million in principal amount of our 6.875% senior notes due 2016

17.3 million in principal amount of our 7.5% senior notes due 2016 and

$7 million in principal amount of our 7.625% senior notes due 2017
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The Company recognized an S82 million gain on the repurchase of the above senior notes included in other

net in the accompanying consolidated statement of operations

In February 2008 the Company repaid the SI 80.4 million of 6.75% senior notes at maturity using borrowings
under the senior credit facility In August 2008 the Company repaid the 196.2 million of 9.5% senior notes at

maturity using borrowings under the senior credit facility

In May 2007 the Company issued S750 million of 7.5% senior notes due 2016 In June 2007 the Company
repaid the S710 million of 9.75% senior subordinated notes at maturity In August 2007 the Company repaid the

S200 million of 6.75% senior notes and the S492.2 million of 10.25% senior subordinated notes at maturity using

borrowings under the senior credit facility

The Company and each of its material subsidiaries excluding MGM Grand Detroit LLC and the Companys
foreign subsidiaries are directly liable for or unconditionally guarantee the senior credit facility senior notes senior

debentures and senior subordinated notes MGM Grand Detroit LLC is
guarantor under the senior credit facility

but only to the extent that MGM Grand Detroit LLC borrows under such facilities At December 31 2008 the

outstanding amount of borrowings related to MGM Grand Detroit LLC was S404 million See Note 19 for

consolidating condensed financial information of the subsidiary guarantors and non-guarantors Substantially all of

the assets of New York-New York serve as collateral for the 13% senior secured notes issued in 2008 otherwise

none of our assets serve as collateral for our principal debt arrangements

The Companys long-term debt obligations contain customary covenants including requiring the Company to

maintain certain financial ratios In September 2008 the Company amended its senior credit facility to increase the

maximum total leverage ratio debt to EBITDA as defined to 7.51.0 beginning with the fiscal quarter ending
December 31 2008 which will remain in effect through December 31 2009 with

step downs thereafter The

Company is also required to maintain minimum coverage ratio EBITDA to interest charges as defined of

2.01.0 At December 31 2008 the Companys leverage and interest
coverage ratios were 6.71.0 and 2.71.0

respectively See Note for further discussion of the financial covenants in our senior credit facility

Maturities of the Companys long-term debt as of December 31 2008 are as follows

In thousands

Years ending December 31

2009 1047675

2010 1080.891

2011 6240015

2012
544.879

2013 1.384226

Thereafter 3.215837

13.5 13523

Debt premiums and discounts net 49357

3464166

The estimated fair value of the Companys long-term debt at December 31 2008 was approximately
$8.5 billion versus its book value of S13.5 billion At December 31 2007 the estimated fair value of the

Companys long-term debt was approximately 10.9 billion versus its book value of $11.2 billion The estimated

fair value of the Companys senior and senior subordinated notes was based on quoted market prices on or about

December 31 2008 and 2007 the fair value of the Companys senior credit facility is based on estimated amounts
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NOTE 12INCOME TAXES

The Company accounts for income taxes in accordance with Statement of Financial Accounting Standards No 109

Accounting for Income Taxes SFAS 109 SFAS 109 requires the recognition of deferred income tax assets net of

applicable reserves related to net operating loss carryforwards and certain temporary differences The standard requires

recognition of future tax benefit to the extent that realization of such benefit is more likely than not Otherwise

valuation allowance is applied

The income tax provision attributable to continuing operations and discontinued operations is as follows

Year Ended December 31

2008 2007 20
In thousands

S757883

________
92400 ________

________
S850283

________

The income tax provision attributable to income loss from continuing operations before income taxes is as

follows

leer Ended December 31

2008 2007 20
In thousands

Current federal 186051 S729249 $328068

Deferred federal 16.921

Other noncurrent federal ________
6326

________

Provision for federal income taxes ________
752496

________

Current state 2.493

Deferred state 728

Other noncurrent state ________
2.166 ________

Provision for state income taxes ________
5387

_________

Current foreign

Deferred foreign ________ ________ ________

Provision for foreign income taxes
_________

reconciliation of the federal income tax statutory rate and the Companys effective tax rate is as follows

lear Ended December 31

2008 2007 2006

Federal income tax statutory rate 35.0% 35.0% 35.0%

State income tax net of federal benefit 0.8 0.1 0.4

Goodwill write-down 61.1

Reversal of reserves for prior tax years
0.2 0.8

Losses of unconsolidated foreign affiliates 1.0 2.0

Domestic Production Activity deduction 1.8

Tax credits 1.0 0.3 0.6

Permanent and other items 0.9 0.3 1.0

27.8% 35.1% 35.0%

Continuing operations
S186.298

Discontinued operations

S186.298

S341.930

6205

$348135

14.537

8.627

180.141

8.608

651
1.800

6.157

8152

336220

3920

1432

5352

72
430

358

$341930$186298 S757.883
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The major tax-effected components of the Compan net deferred tax liability are as follows

At December 31

200$ 2007

Un thousands

Deferred tax assets federal and state

Bad debt reserve 41.452 38.144

Deferred compensation 35978 48.439

Net operating loss carryforward 1.204 1.054

Preopening and start-up costs 4.928 4.278

Accruals reserves and other 69.321 70.350

Stock-based compensation 50.677 37059

Tax credits 2491 2491

206051 201815

Less Valuation allowance 4197 4047

201.854 197.768

Deferred tax liabilities federal and state

Property and equipment 3.455.987 3.420.115

Long-term debt 6.500 1479
Investments in unconsolidated affiliates 15.709 26.M3

Intangibles 101.703 102738

3.579899 3.550975

Deferred taxes foreign 2034 2.2 14

Less Valuation allowance 2.034 2.2 14

Net deferred tax liability $3.378.045 53353.207

For federal income tax purposes the Company has foreign tax credit carryforward of $2 million that will

expire in 2015 if not utiliied

For state income tax purposes the Company has New Jersey net operating loss carryforwards of $21 million

which equates to deferred tax asset of SI million after federal tax effect and before valuation allowance The

New Jersey net operating loss canyforwards will expire at various dates from 2009 through 2015 if not utilized

At December 31 2008 there is S2 million valuation allowance after federal effect provided on certain

New Jersey state net operating loss carrvforwards and other New Jersey state deferred tax assets valuation

allowance of $2 million on the foreign tax credit and $2 million valuation allowance related to certain foreign

deferred tax assets because management believes these assets do not meet the more likely than not criteria for

recognition under SFAS 109 Management believes all other deferred tax assets are more likely than not to be

realized because of the future reversal of existing taxable temporary differences and expected future taxable

income Accordingly there are no other valuation allowances provided at December 31 2008

Effective January 2007 the Company 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 Iwo-step process tax position is recognized if it meets more
likely than not threshold and is measured at the largest amount of benefit that is greater than 50 percent likely of

being realized Uncertain tax positions must be reviewed at each balance sheet date Liabilities recorded as result
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of this analysis must generally be recorded separately from any current or deferred income tax accounts and at

December31 2008 the Company has classified SI million as current Other accrued liabilities and $118 million

as long-term Other long-term obligations in the accompanying consolidated balance sheets based on the time

until expected payment cumulative effect adjustment to retained earnings was not required as result of the

implementation
of FIN 48

reconciliation of the beginning and ending amounts of gross unrecognized tax benefits is as follows

in thousands

sear Ended December 31

2008 2007

Gross unrecognized tax benefits at January
77.328 $105139

Gross increases Prior period tax positions 25391 14.423

Gross decreases Prior period tax positions 12467 47690

Gross increases Current period tax positions 13058 13.220

Settlements with taxing authorities 527 7162

Lapse in statutes of limitations 602

Gross unrecognized tax benefits at December 31 S102.783 77.328

The total amount of net unrecognized tax benefits that if recognized would affect the effective tax rate was

$29 million and S24 million at December 31 2008 and December 31 2007 respectively

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in income tax

expense This policy did not change as result of the adoption of FIN 48 The Company had S17 million and

$11 million in interest related to unrecognized tax benefits accrued as of December 31 2008 and December 31

2007 respectively No amounts were accrued for penalties as of either date Income tax expense for the years
ended

December 31 2008 and December 31 2007 includes interest related to unrecognized tax benefits of S6 million and

$7 million respectively For the year prior to adoption of FIN 48 income tax expense
included amounts accrued for

interest expense of $2 million for the year
ended December 31 2006

The Company files 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 As of December 31 2008 the

Company was no longer subject to examination of its 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 extended in order for the Company to appeal issues related to

land sale transaction that were not agreed upon at the closure of the examination The appeals discussions

continue and the Company has requested to enter into appeals mediation procedures with the IRS Consequently

the Company believes that it is reasonably possible to settle these issues within the next twelve months The IRS is

currently examining the Companys federal income tax returns for the 2003 and 2004 tax years and subsidiary of

the Company for the 2004 through 2006 tax years Tax returns for subsequent years of the Company are also subject

to examination In addition during the first quarter of 2009 the IRS initiated an examination of the federal income

tax return of Mandalay Resort Group for the pre-acquisition year ended April 25 2005 The statute of limitations for

assessing tax for the Mandalay Resort Group federal income tax return for the year
ended January 31 2005 has been

extended but such return is not currently under examination by the IRS

As of December 31 2008 the Company was no longer subject to examination of its various state and local tax

returns filed for years ended prior to 2003 Mandalay Resort Group subsidiary return for the pre-acquisition year

ended April 25 2005 is under examination by the City of Detroit During the first quarter of 2008 the state of

Mississippi settled an examination of returns filed by subsidiaries of MGM MIRAGE and Mandalay Resort Group

for the 2004 through 2006 tax years This settlement resulted in payment of additional taxes and interest of less

than $1 million No other state or local income tax returns of the Company are currently under exam
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The Company believes that it is reasonahl possible that the total amounts of unrecognized tax benefits at

December 31.2008 rna decrease range of SOto S2 million within the next telve months primarily on the

expectation that the appeal of the 2001 and 2002 tax year issues may close during such period As of December 31
2007 the Company believed that it was reasonably possible that the amount of unrecognized tax benefits at such

date may decrease range of SO to S8 million during the sear ended December 31 2008 primarily on the

expectation that the appeal of the 2Xl and 22 tax year issues would close and various statutes of limitation would

lapse during 2X8 Ho ever the appeal did not close during 2X8 and the Compan increased the amount of certain

other unrecogni/ed tax benefits during 2N8 based upon reassessment of the measurement of such tax benefits

during the year

NOTE 13 COMMITMENTS AND CONTINGENCIES

Leases The Compan leases real estate and various equipment under operating and to lesser extent capital

lease arrangements Certain real estate leases provide for escalation of rent based upon specified price index

and/or based upon periodic appraisals

At December 31 2008 the Compan as obligated under non-cancelahk operating leases and capital leases to

make future minimum lease pa Illents as follus

Operating Capital

l.ea.ses Leases

In thousands

Years ending December 31

2009 S13.626 1.887

2010 10.844 1.859

2011 8.974 1.670

2012 7901 l2M
2013 5884 37

Thereafter 44S2

Total minimum lease payments 591.281 6.657

Less Amounts representing interest

Total obligations under capital leases 6445

Less Amounts due ithin one ear 1.685

Amounts due after one sear 4.760

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 S29 million for December 31 2X8 and

$36 million for each of the years ended December 31 2007 and 2006

Mashantucket Pequor Tribal Nation The Company entered into series of agreements to implement

strategic alliance with the Mashantucket Pequot Tribal Nation MPTN which owns and operates Foxwoods

Casino Resort in Mashantucket Connecticut The Company and MPTN have formed jointly owned company

Unity Gaming LLC to acquire or develop future gaming and non-gaming enterprises Under certain circum

stances the Compan ill pros ide loan of up to $200 million to finance portion of MPTNs investment in joint

projects

Kerzner/i.siiihnar Joint Venture In September 2007 the Company entered into detinitive agreement with

Kerzner International and lstithmar forming joint venture to develop multi-billion dollar integrated resort to be

located on the southwest corner of Las Vegas Boulevard and Sahara Avenue In September 2X8 the Company and
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its partners agreed to defer additional design and pre-construction activities and amended their joint venture

agreement accordingly In the event the joint venture determines that the resort will be developed the Company will

contribute 40 acres of land 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 of which $200 million will be distributed to

the Company for the other 50% of the equity

CizyCenter completion guarantee As discussed in Note the Company and Infinity World have entered into

partial completion guarantees in conjunction with the CityCenter credit facility The partial completion guarantees

provide for additional contingent funding of construction costs in the event such funding is necessary to complete

the project up to maximum amount of $600 million from each partner During the fourth quarter of 2008 the

Company recorded liability of $205 million classified as Other long-term obligations in the accompanying

consolidated balance sheets equal to the fair value of its partial completion guarantee in accordance with FASB

Interpretation No 45 Guarantors Accounting and Disclosure Requirements for Guarantees Including Indirect

Guarantees of Indebtedness of Others See Note 21 for additional information

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 Companys 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 312008 the

Company had provided $92 million 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 liability of the Company

Though not subject to letter of credit the Company has an agreement with the Nevada Gaming Control Board to

maintain $120 million of availability under its senior credit facility to support normal bankroll requirements at the

Companys Nevada operations Due to the fact that the Company borrowed the remaining available funds under its

senior credit facility after December 31 2008 as described in Note the Company has established separate bank

accounts to hold minimum of $120 million to support its obligation under the bankroll requirements

Sales and use tax on complimentary meals In March 2008 the Nevada Supreme Court ruled in case

involving another casino company that food and non-alcoholic beverages purchased for use in providing com

plimentary meals to customers and to employees were exempt from sales and use tax The Company had previously

paid use tax on these items and has generally filed for refunds for the periods from January 2001 to February 2008

related to this matter The amount subject to these refunds including amounts related to the Mandalay Resort Group

properties prior to the Companys 2005 acquisition of Mandalay Resort Group is approximately $38 million

The Nevada Department of Taxation the Department filed petition for rehearing which the Nevada

Supreme Court announced in July 2008 it would not grant As of December 31 2008 the Company had not

recorded income related to this matter because the refund claims are subject to audit and it is unclear whether the

Department will pursue alternative legal theories in connection with certain issues raised in the Supreme Court case

in any audit of the refund claims However the Company is claiming the exemption on sales and use tax returns for

periods after February 2008 in light of the Nevada Supreme Court decision

Litigation The Company is party to various legal proceedings most of which relate to routine matters

incidental to its business Management does not believe that the outcome of such proceedings will have material

adverse effect on the Companys financial position or results of operations

NOTE 14 STOCKHOLDERS EQUITY

Tender offer In February 2008 the Company and wholly-owned subsidiary of Dubai World completed

joint tender offer to purchase 15 million shares of Company common stock at price of $80 per share The Company

purchased 8.5 million shares at total purchase price of $680 million

Stock sale On October 18 2007 the Company completed the sale of 14.2 million shares of common stock to

Infinity World Investments wholly-owned subsidiary of Dubai World at price of $84 per share for total proceeds
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of approximateh SI .2 billion These shares were previously held by the Company as treasurY stock Proceeds from

the sale were used to reduce amounts outstanding under the senior credit facility

St ok repurchases Share repurchases are only conducted under repurchase programs approved by the Board

of Directors and publicly announced At December 31 2008 the Company had 20 million shares available for

repurchase under the May 2008 authorization Share repurchase activity was as follows

Year Ended December 31

2008 2007 2006

In thousands

Jul 2004 authorization million and 6.5 million shares

purchased S659.592 S246.892

December 2007 authorization 18.1 million and 1.9 million

.hares purchased 1240856 167173

$1240856 $826765 $246892

Average price of shares repurchased 68.36 83.92 37.98

NOTE 15 STOCK-BASED COMPENSATION

Information about the Companys share-based awards The Company adopted an omnibus incentive plan in

2005 which as amended allows it to grant stock options stock appreciation rights SARs restricted stock

restricted stock units RSUs and other stock-based awards to eligible directors officers and employees of the

Company and its subsidiaries The plans are administered by the Compensation Committee the Committee of

the Board of Directors The Committee has discretion under the omnibus plan regarding which type of awards to

grant the vesting and service requirements exercise price and other conditions in all cases subject to certain limits

including

As amended the omnibus plan allows for the issuance of up to 35 million 20 million prior to an August 2008

amendment shares or share-based awards

For stock options and SARs the exercise price of the award must be at least equal to the fair market value of

the stock on the date of grant and the maximum term of such an award is 10 years

Stock options and SARs granted under all plans generally have terms of either seven or ten years and in most

cases vest in either four or five equal annual installments RSUs granted vest ratably over years The Companys

practice is to issue new shares upon exercise or vesting of awards

Ev/lane ofir In September 2008 the Company offered certain eligible employees an opportunity to

exchange certain outstanding stock options and SARs for RSUs which provide right to receive one share of

common stock for each RSU The exchange offer expired in October 2008 The number of RSUs tobe granted in the

exchange offer was based on an exchange ratio for each grant determined by the Committee The total number of

stock options and SARs eligible to be exchanged was approximately 4.7 million of which approximately

4.2 million were exchanged for total of approximately 0.7 million RSUs On the date of the exchange the

estimated fair value of the RSUs did not exceed the estimated fair value of the exchanged stock options and SARs

calculated immediately prior to the exchange Therefore the Company will not record additional
expense

related to

the exchange and the unamortized compensation related to the exchanged stock options and SARs will continue to

be amortized to expense ratably over the remaining life of the new RSUs The RSUs granted in the exchange offer

will vest on the same dates that the underlying stock options and SARs would have otherwise vested except that no

RStJs will vest prior to July 2009 All exchanged stock options and SARs which have vested or would have

vested before July 2009 were replaced by RSUs that vest on July 2009
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Acirirv under share-based paYment plans As of December 31 2008 the aggregate number of share-based

awards available for grant under the omnibus plan was 17.6 million summary of activity under the Companys

share-based payment plans for the twelve months ended December 31 2008 is presented below

Stock options and stock appreciation rights

Weighted

Weighted Average Aggregate

Average Rem2rning Intrinsic

Shares Exercise Contractual Value

000s PrIce Term $000s

Outstanding at January 2008 26.674 S31.90

Granted 4952 35.60

Exercised 888 16.08

Exchanged 4235 68.06

Forfeited or expired 1.293 34.91

Outstanding at December 31 2008 25210 26.98 4.02 $7348

Vested and expected to vest at December 31 2008 24938 26.96 4.75 $7348

Exercisable at December 31 2008 16301 23.34 3.60 $7348

As of December 2008 there was total of S54 million of unamortized compensation related to stock

options and SARs expected to vest which is expected to be recognized over weighted-average period of 1.9 years

The following table includes additional information related to stock options and SARs

Year Ended December 31

200$ 2007 2006

In thousands

Intrinsic value of stock options and SARs exercised $33342 $339154 $166257

Income tax benefit from stock options and SARs exercised 10494 114641 56351

Proceeds from stock option exercises 14.116 97792 89113

Restricted stock units

During the fourth quarter of 2008 the Company issued RSUs for 0.7 million shares as part of the exchange

offer discussed above and granted additional RSUs for 0.4 million shares to certain eligible employees

Weighted

Average
Shares Grant-Date

000s Fair Value

Nonvested at January 2008

Granted in exchange offer 699 18.90

Granted 386 19.00

Vested

Forfeited 31 19.00

Nonvested at December 31 2008 1054 18.93

As of December 31 2008 there was total of $73 million of unamortized compensation related to restricted

stock units which is expected to be recognized over weighted-average period of 2.1 years $67 million of such
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unamortized compensation relates to the RSUs granted in the exchange RSUs granted to corporate officers are

subject to certain performance requirements detennined by the Committee Such performance requirements do not

apply to RSUs granted in the exchange offer

Recognition of compensation cost The Company adopted Statement of Financial Accounting Standards

No 123 revised 2004 Share-Based Payment SFAS 123R on January 2006 using the modified

prospective method The Company recognizes the estimated fair value of stock options and SARs granted under

the Companys omnibus plan based on the estimated fair value of these awards measured at the date of grant using

the Black-Scholes model For restricted stock units compensation cost is calculated based on the fair market value

of our stock on the date of grant For stock options 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 1231 For all awards granted after adoption such expense is being recognized on straight-line

basis over the vesting period of the awards Forfeitures are estimated at the time of grant with such estimate updated

periodically and with actual forfeitures recognized currently to the extent they differ from the estimate The

Company capitalizes stock-based compensation related to employees dedicated to construction activities In

addition the Company charges CityCenter for stock-based compensation related to employees dedicated to

CitvCenter

The following table shows information about compensation cost recognized

lear Ended December 31

2008 2007 2006

In thousands

Compensation cost

Stock options and SARs 37.766 48.063 71.386

Restricted stock and RSUs 4.652 3.038

Total compensation cost 42.418 48.063 74.424

Less CitvCenter reimbursed costs 6.019 796
Less Compensation cost capitalized 122 1589 798

Compensation cost recognized as expense 36.277 45.678 73.626

Less Related tax benefit 12.569 15734 24.901

Compensation expense net of tax benefit 23.708 29.944 48.725

Compensation cost for stock options and SARs was based on the estimated fair value of each award measured

by applying the Black-Scholes model on the date of grant using the following weighted-average assumptions

lear Ended December 31

2008 2007 2006

Expected volatility 50% 32% 33%

Expected term 4.6 years 4.1 years 4.1 years

Expected dividend yield Oc7c 0%

Risk-free interest rate 2.7% 4.4% 4.9%

Forfeiture rate 3.5% 4.6% 4.6%

Weighted-average fair value of options granted 14.49 25.93 14.50

Expected volatility is based in part on historical volatility and in part on implied volatility based on traded

options on the Companys stock The expected term considers the contractual term of the option as well as historical

exercise and forfeiture behavior The risk-free interest rate is based on the rates in effect on the grant date for

U.S Treasury instruments with maturities matching the relevant expected term of the award
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NOTE 16 EMPLOYEE BENEFIT PLANS

Employees of the Company who are members of various unions are covered by union-sponsored collectively

bargained multi-employer health and welfare and defined benefit pension plans The Company recorded an

expense of $192 million in 2008 S194 million in 2007 and S189 million in 2006 under such plans The plans

sponsors have not provided sufficient information to permit the Company to determine its share of unfunded vested

benefits if any

The Company is self-insured for most health care benefits for its non-union employees The liability for claims

filed and estimates of claims incurred but not reported S22 million and S25 million at December 31 2008 and

2007 respectively is included in Other accrued liabilities in the accompanying consolidated balance sheets

The Company has retirement savings plans under Section 401k of the Internal Revenue Code for eligible

employees The plans allow employees to defer within prescribed limits up to 30% of their income on pre-tax

basis through contributions to the plans The Company matches within prescribed limits portion of eligible

employees contributions In the case of certain union employees the Company contributions to the plan are based

on hours worked The Company recorded charges for 401k contributions of $25 million in 2008 and $27 million in

2007 and 2006

The Company maintains nonqualified deferred retirement plans for certain key employees The plans allow

participants to defer on pre-tax basis portion of their salary and bonus and accumulate tax deferred earnings

plus investment earnings on the deferred balances as deferred tax savings Through December 31 2008

participants earned Company match of up to 4% of salary net of any Company match received under the

Companys 401k plan All employee deferrals vest immediately The Company matching contributions vest

ratably over three-year period The Company recorded charges for matching contributions of million in 2008

and 2007 and $2 million in 2006

The Company also maintains nonqualified supplemental executive retirement plans SERP for certain key

employees Until September 30 2008 the Company made quarterly contributions intended to provide retirement

benefit that is fixed percentage of participants estimated final five-year average annual salary up to maximum

of 65% Company contributions and investment earnings on the contributions are tax-deferred and accumulate as

deferred tax savings Employees do not make contributions under these plans portion of the Company
contributions and investment earnings thereon vest after three

years
of SERP participation and the remaining

portion vests after both five years of SERP participation and 10 years of continuous service The Company recorded

expense under this plan of $4 million in 2008 and $7 million in 2007 and 2006

Pursuant to the amendments of the nonqualitied deferred retirement plans and SERP plans during 2008 and

consistent with certain transitional relief provided by the Internal Revenue Service pursuant to rules governing

nonqualitied deferred compensation the Company permitted participants under the plans to make one-time

election to receive without penalty all or portion of their respective vested account balances Based on elections

made the Company made payments to participants of S62 million subsequent to December 31 2008 In addition

the Company made payments of S57 million to participants in 2008 related to previous versions of these plans that

were terminated during the year
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NOTE 17 PROPERTY TRANSACTIONS NET

Property transactions net consisted of the following

lear Ended December 31

2008 2007 2006

In thousands

Goodwill and other indefinite-lived intangible assets

impairment charge Sl.179.788

Other write-downs and impairments 52.170 33.624 -U.865

Demolition costs 9160 5.665 348

Insurance recoveries 9.639 217.290 86.016

Other net gains losses on asset sales or disposals 20.730 8.312 3.823

$1210749 5186313 S40980

See discussion of goodwill and other indefinite-lived intangible assets impairment charge in Note Other

write-downs and impairments in 2008 included $30 million related to land and building assets of Primm Valley Golf

Club The 2008 period also includes demolition costs associated with various room remodel projects and gain on

the sale of an aircraft of $25 million

Write-downs and impairments in 2007 included write-offs related to discontinued construction projects and

write-off of the carrying value of the Nevada Landing building assets due to its closure in March 2007 The 2007

period also includes demolition costs primarily related to the Mandalay Bay room remodel

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 capital projects

Insurance recoveries in 2008 related to the insurance recoveries received related to property damage from the

Monte Carlo fire in excess of the book value of the damaged assets and post-fire costs incurred Insurance recoveries

in 2007 and 2006 related to the 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

NOTE 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 planning development and construction of CityCenter and will manage

the operations of CityCenter for fee upon completion of construction The Company is being reimbursed for

certain costs in performing the development services During the years
ended December 31 2008 and 2007 the

Company incurred $4.6 million and $5 million respectively of costs reimbursable by the joint venture primarily for

employee compensation and certain allocated costs As of December 31 2008 CityCenter owes the Company

$5 million for unreimbursed development services costs

Borgata leases 10 acres from the Company on long-term basis for use in its current operations and for its

expansion and nine acres from the Company on 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 2008 2007 and 2006

The Company paid legal fees to firm that was affiliated with the Companys general counsel Payments to the

firm totaled $10 million $11 million and $8 million for the years ended December 31 2008 2007 and 2006

respectively At December 31 2008 and 2007 the Company owed the firm $4 million and $3 million respectively

The Company has occasionally chartered aircraft from its majority shareholder Tracinda and pays Tracinda at

market rates No payments were made to Tracinda in 2008 or 2007 Payments to Tracinda for the use of its aircraft

totaled $2 million for the year ended December 31 2006

Members of the Companys 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 wholly-owned development The Company collected S6 million of deposits

related to such purchases in 2007 amounts collected in 2006 were not material
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NOTE 19 CONDENSED CONSOLIDATING FINANCIAL INFORMATION

BALANCE SHEET

Current assets

Property and equipment net

Investments in subsidiaries

Current liabilities

Intercompany accounts

Deferred income taxes

Long-term debt

Other long-term obligations

Stockholders equity

126009 1346094

15564669

18920844 625790

4389058

__________
500717

___________
$22426328

1282641

194793

$19241646

1683932

1501070 1451897

3441198

11320620 692332

322605 66642

3974361 18932816
_________ __________

$19241646 $22426328
_________ __________

For the Year Ended December 31 2008

The Companys subsidiaries excluding MGM Grand Detroit LLC and certain minor subsidiaries have fully

and unconditionally guaranteed on joint and several basis payment of the senior credit facility and the senior and

senior subordinated notes of the Company and its subsidiaries Separate condensed consolidating financial

statement information for the subsidiary guarantors and non-guarantors as of December 31 2008 and 2007 and

for the years ended December 31 2008 2007 and 2006 is as follows

At December 31 2008

Guarantor Non-Guarantor

Parent Subsidiaries Subsidiaries Elimination Consolidated

In thousands

Investments in and advances to unconsolidated affiliates

Other non-current assets

60927 1533030

736457 11972 16289154

19546634

253807 4642865

114157 809667

$1165348 $19558606 $23274716

36003 3002576

49173

3441198

403600 12416552

50782 440029

625790 19558606 3974361

$1165348 $19558606 $23274716

Guarantor Non-Guarantor

Parent Subsidiaries Subsidiaries Elimination Consolidated

In thousands

STATEMENT OF OPERATIONS

Net revenues 6623068 $585699 7208767

Equity in subsidiaries earnings 262825 49450 213375

Expenses

Casino and hotel operations 14173 3688837 331364 4034374

General and administrative 9485 1160754 108262 1278501

Corporate expense 13869 94958 452 109279

Preopening and
start-up expenses 22924 135 23059

Restructuring costs 443 443

Property transactions net 1204721 6028 1210749

Depreciation and amortization 724556 53680 778236

37527 6897193 499921 7434641

Income from unconsolidated affiliates 84942 11329 96271

Operating income 300352 139733 97107 213375 129603

Interest expense net 517971 58468 16327 592766

Other net 140968 61466 26121 53381

Income loss from continuing operations before income taxes 677355 259667 54659 213375 668988

Provision for income taxes 177931 3158 5209 186298

Income loss from continuing operations 855286 262825 49450 213375 855286

Net income loss $855286 262825 49450 $213375 855286

STATEMENT OF CASH FLOWS

Net cash provided by used in operating activities $982489 1658238 77283 753032

Net cash provided by used in investing activities 1970738 4721 5981 1981440

Net cash provided by used in financing activities 962756 230120 76775 5981 1122082
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At December 31 2007

Guarantor Non-Guarantor

Parent Subsidiaries Subsidiaries Elimination Consolidated

In thousands

BALANCE SHEET

Current assets 81379 983836 60600 1125815

Property and equipment net 16091836 791034 11972 16870898

Investments in subsidiaries 19169892 484047 19653939

Investments in and advances to unconsolidated

affiliates 2224429 258298 2482727

Other non-current assets 244857 1892685 110704 2248246

$19496128 $21676833 $1220636 $1966591 $22727686

Current liabilities 459968 1217506 47213 $1724687

Intercompany accounts 125094 396080 270986

Deferred income taxes 3416660 3416660

Long-term debt 9347527 1467152 360550 11175229

Other long-term obligations 86176 209554 54677 350407

Stockholders equity 6060703 19178701 487210 19665911 6060703

$19496128 $21676833 $1220636 $1966591 $22727686

For the Year Ended December 31 2007

Guarantor Non-Guarantor

Parent Subsidiaries Subsidiaries Elimination Consolidated

In thousands

STATEMENT OF OPERATIONS

Net revenues 7204278 487359 7691637

Equity in subsidiaries earnings 2982008 34814 3016822

Expenses

Casino and hotel operations 14514 3738593 274451 4027558

General and administrative 11455 1167233 73264 1251952

Corporate expense 35534 158359 193893

Preopening and
start-up expenses 731 28264 63110 92105

Property transactions net 186313 186313

Gain on CityCenter transaction 1029660 1029660

Depreciation and amortization 1497 667015 31822 700334

63731 4543491 442647 5049869

Income from unconsolidated affiliates 222162 222162

Operating income 2918277 2917763 44712 3016822 2863930

Interest expense net 599178 86473 5482 691133

Other net 575 14890 54 14369

Income from continuing operations before income taxes 2319674 2816400 39176 3016822 2158428

Provision for income taxes 731456 22065 4362 757883

Income from continuing operations 1588218 2794335 34814 3016822 1400545

Discontinued operations 3799 187673 183874

Net income 1584419 2982008 34814 $3016822 $1584419

STATEMENT OF CASH FLOWS

Net cash provided by used in operating activities $1098889 2008888 84417 994416

Net Cash provided by used in investing activities 621727 407745 4681 209301

Net cash provided by used in financing activities 1108286 2675119 321615 4681 1240537
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For the Year Ended December 31 2006

Guarantor Non-Guarantor

Parent Subsidiaries Subsidiaries Elimination Consolidated

In thousands

STATEMENT OF OPERxrIoNs

Net revenues 6714659 461297 7175956

Equity in subsidiaries earnings 1777144 167262 1944406

Expenses

Casino and hotel operations 19251 3444697 251109 3715057

General and administrative 20713 1092061 56497 1169271

Corporate expense 40151 121356 161507

Preopening and start-up expenses 523 32526 3313 36362

Restructuring costs 1035 1035

Property transactions net 10872 51853 40980
Depreciation and amortization 2398 611045 16184 629627

93908 5250867 327104 5671879

Income from unconsolidated affiliates 218063 36108 254171

Operating income 1683236 1849117 170301 1944406 1758248

Interest income expense net 708902 40407 140 749169

Other net 1978 29962 787 31153

Income from continuing operations before income taxes 972356 1778748 171228 1944406 977926

Provision for income taxes 312288 25676 3966 341930

Income from continuing operations 660068 1753072 167262 1944406 635996

Discontinued operations 11804 24072 12268

Net income 648264 $1777144 $167262 $1944406 648264

STATEMENT OF CASH FLOWS

Net cash provided by used in operating activities 896346 1974375 $153923 1231952

Net cash provided by used in investing activities 5300 1359878 283241 4608 1642427
Net cash provided by used in financing activities 874485 503801 134732 4608 510024

65



MGM MIRAGE AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Continued

NOTE 20 SELECTED QUARTERLY FINANCIAL RESULTS UNAUDITED

Quarter

First Second Third Fourth Total

In thousands except per share amounts

2008

Net revenues $1893391 $1905333 $1785531 1624512 $7208767

Operating income loss 341288 333784 241557 1046232 129603

Income loss from continuing operations 118346 113101 61278 1148011 855286

Net income loss 118346 113101 61278 1148011 855286

Basic income loss per share

Income loss from continuing operations .41 .41 .22 4.15 3.06

Net income loss .41 .41 .22 4.15 3.06

Diluted income loss per share

Income loss from continuing operations .40 .40 .22 4.15 3.06

Net income loss .40 .40 .22 4.15 3.06

2007

Net revenues $1929435 $1936416 $1897070 $1928716 $7691637

Operating income 445133 468973 464613 1485211 2863930

Income from continuing operations 163010 182898 183863 870774 1400545

Net income 168173 360172 183863 872211 1584419

Basic income per share

Income from continuing operations .57 .64 .65 2.96 4.88

Net income .59 1.27 .65 2.96 5.52

Diluted income per share

Income from continuing operations .55 .62 .62 2.85 4.70

Net income .57 1.22 .62 2.85 5.31

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 the Company recorded $1.18 billion impairment charge related to goodwill and

indefinite-lived intangible assets recognized in the Mandalay acquisition in 2005 The impairment was recorded in

the fourth quarter of 2008 and resulted in $4.25 impact on fourth quarter 2008 diluted loss per share and $4.20

impact on full year 2008 diluted loss per share

As discussed in Note the Company recorded $1.03 billion pre-tax gain on the contribution of the

CityCenter assets to joint venture The gain was recorded in the fourth quarter of 2007 and resulted in $2.23

impact on fourth quarter 2007 diluted earnings per share and $2.28 impact on full year 2007 diluted earnings

per share

As discussed in Note 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
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NOTE 21 SUBSEQUENT EVENTS

TI sale The Company closed the sale of TI to Ruffin Acquisition LLC on March 20 2009 At closing the

Company received S600 million in cash proceeds and Sl75 million secured note bearing interest at 10% payable

not later than 36 months after closing Ruffin Acquisition LLC exercised its option provided for by an amendment

to the purchase agreement to prepay the note on or before April 30 2009 and receive $20 million discount on the

purchase price In connection with the sale of TI including the transfer of all of the membership interest in TI TI

was released as guarantor of the outstanding indebtedness of the Company and its subsidiaries

CirvCenter Through March 17 2009 each partner had made required equity contributions in 2009 of

$237 million In March and April 2009 the Company funded an additional S270 million of which $135 million was

Infinity Worlds share In conjunction with the amendments to the joint venture agreement and CityCenter credit

facility as discussed below in April 2009 Infinity World agreed to fund its remaining equity contributions including

the $135 million previously funded on its behalf by the Company and the Company agreed to fund its remaining

equity contributions of $224 million through irrevocable letters of credit

In April 2009 the Company and Dubai World entered into an amended and restated joint venture agreement

Also in April 2009 CityCenter and its lenders entered into an amendment to the CityCenter senior secured credit

facility The key terms of the amendment to the credit facility included the following

Reduce the maximum amount of the credit facility to Sl.8 billion

Change the maturity date from April 2013 to June 2012 and increase the pricing of the facility

Require the entire amount of remaining equity contributions to be funded through irrevocable letters of

credit at the closing and require the lenders to fund the remaining S800 million of the credit facility at the

closing

Amend the funding order such that future funding is pro rata between the equity contributions and the

amounts available under the credit facility with the equity contributions drawn from the letters of credit

Amend the completion guarantees to relieve Dubai World of its completion guarantee as amounts are

funded from its letter of credit and require an unlimited completion and cost overrun guarantee from the

Company secured by its interests in the assets of Circus Circus Las Vegas and certain adjacent undeveloped

land The Companys measurement of the fair value of its new completion guarantee is still in progress but

the Company does not currently expect the fair alue of the ne completion guarantee to exceed the

$205 million recorded for the previous completion guarantee see Note 13

Allow for the first S250 million of net residential sales proceeds to be used to fund project costs which would

otherwise be funded under the new completion guarantee

The key terms of the amendment to the joint venture agreement included the following

Provide for funding under the letters of credit to be drawn as follows Infinity World for the first $135 million

the Company for the next S224 million and Infinity World for the final S359 million

Amend the provisions for distributions to allow the first $494 million of available distributions to be

distributed on priority basis to Infinity World with the next $494 million of distributions made to the

Company and distributions shared equally thereafter
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INVESTOR IN FORMATION
Common Stock Information

The following table represents the high and low trading prices of the Companys common stock

For the years ended December 31 2008

HIGH LOW

$84.92 $57.26

62.90 33.00

38.49 21.65

27.70 8.00

2007

HIGH LOW

$75.28 $56.40

87.38 61.17

91.15 63.33

100.50 80.50

The Companys common stock is listed on the New York Stock Exchange under the symbol MGM There were approximately 4198 record

holders of our common stock as of March 2009 We have not paid dividends on our common stock in the last two fiscal years We intend

to retain our earnings to fund the operation of our business to service and repay our debt to make strategic investments in high return

growth projects at our proven resorts to repurchase shares of common stock and to reserve our capital to raise our capacity to capture

investment opportunities overseas and in emerging markets Furthermore as holding company with no independent operations our ability

to pay dividends will depend upon the receipt of dividends and other payments from our subsidiaries Our senior credit facility contains

financial covenants that could restrict our ability to pay dividends Our Board of Directors periodically reviews our policy with respect to

dividends and any determination to pay dividends in the future will be at the sole discretion of the Board of Directors

Forward-Looking Statements

Form 10-K

copy of the Companys annual report on Form 10-K

as filed with the Securities and Exchange Commission

will be furnished without charge to any stockholder

upon written request to

Mr John McManus

Senior Vice President Assistant General Counsel

and Assistant Secretary

MGM MIRAGE

3950 Las Vegas Blvd South

Las Vegas NV 89119

Stock Performance Graph

The Graph to the
right compares the cumulative 5-year

__________________________________________________________
total return of holders of MGM MIRAGES common

stock with the cumulative total returns of the Dow

Jones US Total market index and the Dow Jones US

Gambling index The graph tracks the performance of

$100 investment in our common stock and in each of

the indexes with the reinvestment of all dividends from

12/31/2003 to 12/31/2008

New York Stock Exchange Corporate

Governance Matters

Pursuant to Section 303A.12 of the NYSE Listed-Company manual MGM MIRAGES CEO must certify to the NYSE each year whether

or not he is aware of any violations of the NYSE Corporate Governance listing standards and ii that the Section 302 Certifications of

Sarbanes-Oxley Act were filed with the SEC On May 28 2008 Mr Terrence Lanni submitted the Annual CEO Certification to the NYSE
which stated that he was not aware of any violations Additionally on March 17 2009 MGM MIRAGE filed its Form 10-K with the SEC for

the year ended 2008 which included the Section 302 certifications

Transfer Agent and Registrar For Common Stock

BNY Mellon Shareowner Services

480 Washington Blvd

Jersey City NJ 0731 0-1 900

800 368-2066 United States

201 680-6578 Foreign

800 231-5469 TDD for Hearing Impaired

201 680-6610 TDD for Foreign Stockholders

www.bnymellon.com/shareowner/isd

Independent Registered Public Accounting Firm

Deloitte Touche LLP

3883 Howard Hughes Parkway

Suite 400

Las Vegas NV 89169
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Second Quarter

Third Quarter

Fourth Quarter

This Annual Report contains some forward-looking statements which are subject to change Actual results may differ materially from those

described in any forward-looking statement Additional information concerning potential factors that could affect our future results is included

under item 1A Risk Factors in our Annual Report on Form 10-K for the year ended December31 2008 This statement is provided as

permitted by the private Securities Litigation Reform Act of 1995
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