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The conclusions set forth in this report are based on an analysis of the existing and
potential future supply and demand for the identified competitive gaming markets,
as of the date of completion of our fieldwork and analysis, February 19, 2010. This
report has been prepared for your internal management use in determining the
viability of the proposed project, as well as for presentation to other parties involved
in the development and operation of the project as well as to the Pennsylvania
Gaming Control Board.

As in all studies of this type, the estimated results are based on competent and
efficient management and presume no significant change in the gaming regulations.
The terms of this engagement are such that we have no obligation to revise this
report to reflect events or conditions that occur subsequent to the date of
completion of our fieldwork. However, we are available to discuss the necessity for
revision in view of changes in the economy or market factors affecting the relevant
gaming market.

Since the proposed facility’s future performance is based on estimates and
assumptions which are subject to uncertainty and variation, we do not represent
them as results that will actually be achieved, but our projections have been
conscientiously prepared on the basis of information obtained during the course of
this assignment and our experience in the gaming industry. The qualifications of
Peter R. Tyson, Vice President, who performed all of the work on this assignment,
are included as an Addendum to this report.

If we can be of any further assistance in the interpretation of our findings, please feel
free to contact us.

Sincerely Yours,
/ e _
( (L/ InGulTy

PKF Consulting
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INTRODUCTION AND SCOPE

In 2004, legislators in the Commonwealth of Pennsylvania (“the Commonwealth”)
passed enabling legislation providing for the operation of licensed casino gaming facili-
ties at racetracks, resorts and freestanding locations. The facilities were restricted to
slot machines and video gaming devices and were restricted in number. Then, in Janu-
ary 2010, in response to budget shortfalls, the Commonwealth passed new legislation
which, among other things, increased the numbers of slot machines allowed by various
gaming facility categories and legalized table games for all licensees (again, subject to
limitations concerning the numbers of games). The specifics of the new legislation are
discussed later in this report.

Since 2004, a number of Category 1 and Category 2 gaming facilities have opened. Of
the two permitted Category 3 (or “resort”) licenses, only one has been issued, to Valley
Forge Entertainment, for a casino at their hotel/convention complex in King of Prussia.
Under the current legislation, a second Category 3 license is permitted, with the possi-
bility of a third such license to be evaluated in 2017.

At this time, two applicants for the second Category 3 license are contemplated: (1) the
subject project at the Eisenhower Hotel & Conference Center south of Gettysburg in
Adams County; and, (2) the Nemacolin Woodlands Resort in Fayette County, southeast
of Pittsburgh.

We have been retained by Mason-Dixon Resorts, L.P. to estimate how the addition of a
Category 3 license might affect the complex’s performance and, for comparative pur-
poses, what level of stabilized casino win could be expected from a Category 3 license
at Nemacolin Woodlands.

In this regard, we have performed the following specific tasks, among others. We:

e Discussed the project with you and other professionals on the project
team.

e Conducted independent research concerning the performance levels of
the existing gaming facilities in Pennsylvania and the proposed develop-
ment plans for competing gaming facilities elsewhere in the Common-
wealth.

e Analyzed the positioning and characteristics of the existing gaming facili-
ties in West Virginia, New Jersey, Delaware and New York and the poten-
tial competition that could arise from the addition of slots-only gaming at
five locations in Maryland and changes to the gaming regulations in Dela-
ware.

e Gathered available data on relevant existing gaming operations, including
performance information in relation to the gaming markets (adult popula-
tions) in their surrounding areas.




Mason-Dixon Resort & Casino February 26, 2010

e Determined likely zones from which the subject gaming facility and a
Category 3 facility at Nemacolin Woodlands could expect to draw patron-
age in the face of existing and expected gaming competition.

» Obtained actual and projected population data on the defined zones.
o Estimated potential gaming revenues from these “residential” markets.

e Estimated potential gaming revenues from the existing visitor bases in
both Adams and Fayette Counties, with “visitors” being defined as over-
night guests at the area’s hotels.

e Based on the assumptions as to the timing, scope, location and other
characteristics of the other gaming facilities to be developed in certain ar-
eas of Pennsylvania and other competing venues, estimated the market
shares of the residential market that both the subject and Nemacolin
Woodlands casinos could expect to attract, plus estimated visitor wins, to
arrive at reasonable estimates of gaming revenues that each could expect
to achieve.

* Prepared estimated statements of net operating income, after a reserve
for replacement, for the redeveloped Mason-Dixon Resort & Casino.

e Prepared this report summarizing our initial findings, conclusions, assump-
tions and estimates.

e Provided our estimates of casino win and cash flow for the subject project
to Econsult Corporation for its use in preparing estimates of economic im-
pact for the project.

CASINO GAMING INDUSTRY BACKGROUNDS - NATIONAL AND REGIONAL

For decades, Nevada was the sole United States locale for casino gaming. Las Vegas
and Reno, while drive-in markets for parts of California and Arizona, were predomi-
nantly fly-in markets. Hence, a relatively small percentage of the U.S. population was
familiar with casino gaming until the late 1970’s.

In 1978, the first casinos outside of Nevada opened in Atlantic City. At that time, almost
25 percent of the total U.S. population resided within 300 miles of Atlantic City, thus ex-
posing, for the first time, a large portion of the nation’s population to casino gaming and
establishing it as a legitimate form of entertainment for the masses. Win levels at the
Atlantic City casino-hotels initially exceeded all expectations and continued to increase
year after year until 2007 when neighboring competition began to be felt. (Note: Casino
“‘win” is the amount wagered by gamblers less payouts to winners. It equates to the
revenue available to a casino from which all of its expenses must be paid.)

Over the past two decades, the gaming mosaic in the mid-Atlantic and northeastern re-
gions of the U.S. has changed dramatically and Atlantic City no longer has a monopolis-
tic claim to regional gaming. The following, presented in rough chronological order, have
gradually taken their toll on Atlantic City, while further broadening the exposure of the
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region’s population to, and increasing the popularity of, casino gaming as a form of en-
tertainment:

e Connecticut — In 1992, the Foxwoods bingo facility added table games, then
slot machines in 1993. The Mohegan Sun opened in 1996. These two Native
American casinos are two of the largest casinos in the nation and offer full
resort amenities.

¢ Rhode Island — In 1992, video lottery terminals were instituted at racinos in
Rhode Island.

e New York — Turning Stone, a Native American resort, opened its casino in
1993. In 2004, the Mighty M Casino (slots-only) opened at the Monticello
Raceway in the Catskills and Yonkers Raceway added slot machines in
2006. Slots have also been approved for Aqueduct Raceway in New York
City.

o Delaware — Slots-only racinos opened in late 1995 and 1996 at Delaware
Park (just south of Wilmington and not far from Philadelphia) and at Dover
Downs and Harrington Raceways in central Delaware.

e West Virginia — Slots-only racinos opened in 1999 at Charles Town, Wheel-
ing and other locations.

e Maine — A slots-only casino opened in Bangor in 2005.

e Pennsylvania — In late 2006, Pennsylvania’s first casino, the Mohegan Sun in
Wilkes-Barre, opened. At this writing, Pennsylvania has eight casinos in op-
eration.

A major side effect of all of these additions to the gaming competitive mosaic, especially
the introduction of casino gaming in neighboring Pennsylvania, has been a material de-
cline in the win levels in Atlantic City, the cancellation of several major casino projects in
the City and financial difficulties for several of the remaining 11 casino-hotels. The over-
all win in Atlantic City has fallen from a high of $5.22 billion in 2006 to $3.94 billion in
2009, a decline of 24.5 percent. (However, if Pennsylvania’s 2009 win of $1.96 billion is
added to Atlantic City’s win for that year, the combined win is $5.9 billion, reflecting
strong growth in total wins for the two states as compared to when Atlantic City oper-
ated in a relative vacuum, even in the depth of the current recession.)

As the Atlantic City and Delaware casinos quickly discovered to their detriment, the new
casinos in Pennsylvania have been quickly accepted by their respective markets and
Pennsylvania casino revenue levels have been generally strong. Further, up until 2009
in the depth of the recession, the combined wins of the selected regional casinos (New
Jersey, Delaware, Charles Town in West Virginia, Pennsylvania and Yonkers in New
York) reflected significant gaming market expansion. The table on the following page
summarizes the casino revenue data from these areas from 2005 through 2009.
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SELECTED AREA CASINO REVENUES (MILLIONS OF $)
2005 THROUGH 2009

Year NJ DE WV * PA Yonkers Total % Chg.
2005 $5,018 | $580 | $404 $6,002

2006 5,218 652 448 $32 $49 6,399 6.6%
2007 4,921 612 463 1,012 392 7,400 15.6
2008 4,545 589 443 | 1,616 486 7,679 3.8
2009 3,943 564 429 | 1,965 540 7,441 -3.1

* Charles Town only.
Sources: “East Coast Slot Report”, various gaming commissions and annual reports.

In addition to the preceding, the following gaming-related legislations will affect the re-
gional gaming mosaic in the near future:

¢ In 2009, the State of Maryland approved slot casinos at five locations, four of
which in the eastern part of the state. Subsequent legislation has been intro-
duced to allow table games, as well.

e In December 2009, county residents voted to allow table games at the racino
in Charles Town, West Virginia.

e In January 2010, the Governor of Pennsylvania signed legislation permitting
table games at all Pennsylvania casinos.

e In January 2010, Delaware passed legislation enabling table games at its
racinos.

Some key impacts of this spread in casino gaming, and of table games as an element of
this gaming, include:

o Atlantic City will continue to lose market share to the jurisdictions surround-
ing it on three sides.

e Greater portions of the region’s population have been, are being and will
continue to be exposed to gaming in more proximate venues which, accord-
ing to experience over the past 50 years, will result in continued increases in
the overall number of individuals electing to game in a casino or racino as a
form of entertainment.

e Further dilution of the overall regional residential gaming market resulting in
most casinos and racinos becoming “convenience-gaming” facilities with pa-
tronage based primarily on their proximity to, and the density (and income
levels) of the surrounding residential population. This dilution phenomenon
has been experienced, for example, in Pennsylvania as a second, then third
casino opened in the Lehigh Valley/Poconos area with overlapping residen-
tial markets.
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* Those areas with expansive and proven tourist attractions that draw signifi-
cant numbers of tourists from outside of the immediate area, like Philadel-
phia and Gettysburg/Adams County, will benefit additionally and materially
from “visitor” gaming levels.

CASINO GAMING IN PENNSYLVANIA

In 2004, Pennsylvania legislators formulated casino legislation to, in part, aid the ailing
racing industry, to provide property tax relief to property owners in the Commonwealth
and generate tax revenues for economic development and other uses. In general, the
initial legislation provided for slots-only casino gaming in up to 14 venues, categorized
as follows:

e Up to seven Category 1 licenses permitting slot machines at thoroughbred
and harness racetracks:

o Three existing thoroughbred tracks: Penn National Race Course
in Grantville near Harrisburg; Philadelphia Park Racetrack in
Northeast Philadelphia; and, Presque Isle Downs in Erie
Two existing harness tracks: The Meadows near Pittsburgh; and,
the Downs at Pocono near Wilkes-Barre
One proposed harness track in Chester (Chester Downs)

One other racetrack to be built in the state
Up to 5,000 slot machines per facility
Initial license fee of $50 million, with no annual renewal fees

O

0 O O O

e Up to five Category 2 licenses:

Two in Philadelphia

One in Pittsburgh

Two in undetermined locales

Up to 5,000 slot machines per facility

Initial license fee of $50 million, with no annual renewal fees

o}

O O 0 O

e Up to two Category 3 licenses in established resort hotels:
o Minimum of 275 existing hotel rooms
o Minimum $25 expenditure requirement for non-guests to play
o Up to 500 slot machines per facility
o Initial license fee of $5 million, with no annual renewal fees

The Category 1 and 2 licenses were allowed up to 3,000 machines, with a minimum of
1,500 machines, within the first year of licensure, with the possible addition of up to
2,000 more machines after six months of operation. The Category 3 license allowed up
to 500 machines.

The initial legislation for each Category 3 license called for a minimum of 275 existing
guest rooms and a minimum non-hotel guest expenditure of $25 prior to gaming. In April
2007, the Gaming Board revised these provisions to allow for timeshare units available
for rental to the public to be counted as guest rooms in the minimum requirement and to
reduce the non-hotel guest expenditure from a minimum of $25 to a minimum of $10.
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The initial legislation provided that the owners/operators of each facility are to retain 45
percent of gaming revenues to cover their operating and capital costs in the first two
years of operation and 48 percent thereafter. (Thus, the total effective tax rates will be
95 percent in years one and two then 52 percent thereafter.)

On these terms, nine slots-only casinos have opened in Pennsylvania. The following
table presents selected information on each of these casinos and the map on page 7
indicates their approximate locations. (Note: “WPUD” stands for win-per-unit-per-day.)

PENNSYLVANIA CASINOS — DECEMBER 2009

Map # Slots at 2009 Win Since
Casino Key | Opened | Dec.2009 | Win (000) | WPUD | Open (000)
Mohegan Sun 1 Nov 2006 2,466 $220,808 $245 $603,550
Parx (ex-Phila. Park) 2 Dec 2006 2,813 359,274 339 999,722
Harrah's Chester Downs 3 Jan 2007 3,000 315,938 297 930,361
Presque Isle 4 Feb 2007 2,000 166,701 229 472,410
Meadows 5 Jun 2007 3,725 278,474 243 647,115
Mt. Airy Lodge 6 Oct 2007 2,501 164,364 180 366,770
Hollywood 7 Feb 2008 2,364 237,722 281 408,839
Sands Bethlehem 8 May 2009 3,252 142,268 214 142,268
The Rivers 9 Aug 2009 2,998 78,750 181 78,750
Totals 25119 | $1,964.570 $253 | $4.571,035

Sources: Pennsylvania Gaming Control Board; PKF Consulting.

Three additional casinos, two Category 2 and one Category 3, have received licenses
but have not yet opened. Phase One of the SugarHouse Casino, a Category 2 casino,
is under construction on the Delaware River north of the Benjamin Franklin Bridge in
Philadelphia. The Foxwoods Casino, another Category 2 casino, is proposed for a site
on the Delaware south of Penns Landing in Philadelphia. This casino has received an-
other extension and its final plans have yet to be submitted. A Category 3 resort license
has been approved for a casino at the Valley Forge Entertainment complex in King of
Prussia, but Philadelphia Park has objected to this license and the issue is in the courts.
We assume that this objection will be denied and the casino will be built inside the com-
plex’s existing structure, opening as early as late 2010.

If and when these three facilities are opened, there would still be two licenses yet to be
issued in accordance with the initial enabling legislation — one Category 1 racino license
and one Category 3 resort license.

e The final Category 1 license was to be awarded to a location north of Pitts-
burgh, but it is our understanding that this project (Valley View Downs) has
been aborted.

e Four applications/proposals for the final Category 3 license are expected:
one from the subject project, the Mason-Dixon Resort & Casino in Adams
County in the southcentral portion of the Commonwealth; one from the Ne-
macolin Woodlands Resort in the Laurel Highlands region in southwestern
Pennsylvania, southeast of Pittsburgh; one from the Bushkill Group for the
Fernwood Resort along the Delaware River south of the Poconos; and, one




Mason-Dixon Resort & Casino February 26, 2010

from a group to add a casino to the Crowne Plaza Hotel in Wyomissing, a
suburb of Reading.

The legislation signed by Pennsylvania’s Governor in January 2010 contained the fol-
lowing major provisions:

e Each Category 1 and 2 casino is now permitted to add up to 250 table games
and each Category 3 casino to add up to 50 table games (plus increase its
maximum number of slot machines to 600 from 500).

e The upfront payments to add table games are $16.5 million for Category 1
and 2 casinos and $7.5 million for Category 3 casinos.

e The tax on table game revenues will be 16 percent in year one then drop to
14 percent by the end of year two.

e A possible third Category 3 resort license can be considered as early as
2017.

It appears certain that every Pennsylvania licensee will opt to add table games to its
gaming array for competitive reasons.

The map below indicates the approximate locations of the operating casinos in Penn-
sylvania, the three approved licenses that are not yet open and the major existing and
proposed gaming venues in the neighboring jurisdictions that are most relevant to the
two casino projects under study herein. Certain of the more remote venues in Connecti-
cut, New York and Delaware were not shown as they would have no direct impact on
the two venues under study.

The key to the venues shown on the map is found on the following page.
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KEY TO COMPETING EXISTING AND PROPOSED GAMING VENUES MAP
State Key Venue Facilities
Pennsylvania 1 Mohegan Sun Category 1 racino, harness track
2 Parx (ex-Philadelphia Park) Category 2 casino, thoroughbred track
3 Harrah’s Chester Downs Category 1 racino, harness track
4 Presque Isle Category 1 racino, harness track
5 Meadows Category 1 racino, harness track
6 Mt. Airy Lodge Category 2 casino, resort
7 Hollywood/Penn National Race Course | Category 1 racino, thoroughbred track
8 Sands Bethlehem Category 2 casino
9 The Rivers Category 1 casino
10 | Valley Forge Entertainment Proposed Category 3 casino
11 | SugarHouse Casino Category 2 casino, under construction
12 | Foxwoods Casino Proposed Category 2 casino
13 | Mason-Dixon Resort & Casino Proposed Category 3 casino
14 | Nemacolin Woodlands Proposed Category 3 casino
15 | Fernwood Resort Proposed Category 3 casino
16 | Wyomissing/Crowne Plaza Proposed Category 3 casino
New Jersey A | Atlantic City Existing casinos (11)
New York B | Yonkers Raceway Existing racino (slots), harness track
C | Aqueduct Racetrack Proposed racino (slots), thoroughbred track
D | Big M Gaming/Monticello Raceway Existing racino (slots), harness track
Delaware E Delaware Park Racetrack & Slots Existing casino (slots), thoroughbred track,
table games approved
F Dover Downs Existing casino (slots), harness track, NASCAR
track, hotel, table games approved
West Virginia | G | Charles Town Races & Slots Existing racino (slots only), harness track, hotel,
table games approved
H | Wheeling Island Hotel, Racetrack & Existing racino, greyhound track, hotel
Casino
| Mountaineer Casino, Racetrack & Existing racino, thoroughbred track, hotel
Resort
Maryland J Perryville Proposed casino (slots only so far)
K City of Baltimore Proposed casino (slots only so far)
L | Arundel Mills Proposed casino (slots only so far)
M Ocean City Proposed racino (slots only so far)
N Rocky Gap State Park Proposed smaller casino (slots only so far)

With all of these existing, under construction and proposed gaming venues in mind, we
then estimated the casino win potential for the proposed Mason-Dixon Resort & Casino.

POTENTIAL FOR A CATEGORY 3 FACILITY IN ADAMS COUNTY

The proposed Category 3 gaming facility is to be part of the redeveloped Eisenhower
Hotel & Conference Center complex in Adams County, Pennsylvania in the location in-
dicated in the following maps.
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The following is a Google Earth aerial photo of the existing complex.
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The Eisenhower Hotel & Conference Center is an established, expansive resort com-

plex abutting limited-access Route 15 just south of Gettysburg and features the follow-

308 guest rooms in two building complexes, Eisenhower | and Eisenhower ll;
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12,420 square feet of meeting space in Eisenhower | with six meeting rooms
including a ballroom of some 9,800 square feet;

e 15,563 square feet of meeting space in Eisenhower Il with 19 meeting rooms
including a ballroom of some 9,700 square feet;

¢ Richard’s Restaurant and Lounge;

* An interior tropical courtyard with an opening sky dome, indoor pool and Ja-
cuzzi;

s A fitness room and dry saunas;
¢ A business center;
¢ Outdoor recreational amenities; and

o The Alistar (Events) Complex of some 48,260 square feet currently used for
events, exhibits, etc.

The plan is to convert and expand the Events Complex to incorporate a casino with 600
slot machines, 50 table games, a food court and a lounge. The following layout was pre-
pared for the casino building prior to the legislation allowing table games. Thus, it will be
changed slightly to provide for more slot machines and table games.
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The gaming revenue potential for a Category 3 casino (“the Casino”) to be developed as
part of the redeveloped Eisenhower Hotel & Conference Center, to be then known as
the “Mason-Dixon Resort & Casino”, in Adams County, Pennsylvania for a “stabilized”
year (after the Casino has been open for some time and the market has been thor-
oughly introduced to the gaming facility) was estimated on basis of the residential and
visitor populations in the area, the estimated propensities of these populations to visit
gaming facilities, the estimated frequencies of their visitation, the estimated gaming
budgets per visit and the penetration of the overall demand that the proposed facility
could expect.

Consideration was given in arriving at these estimates to the existing and proposed
competitive gaming venues that will compete with the subject facility, most particularly
those casinos and racinos located in central Pennsylvania, Charles Town in West Vir-
ginia and proposed for Maryland. The win-projection methodology utilized herein has
been developed over the years and successfully tested in existing gaming venues to
ensure its reasonableness and validity and is, in essence, identical to the methodology
used by the Control Board’s Financial Suitability Task Force.

The markets for the proposed Casino in Adams County will consist of: (1) residents from
the area located around the site and up to mid-way between this casino and its closest
gaming competitors; and, (2) visitors staying overnight in the area who are likely to be
from outside the “residential” market areas.

Gaming Demand from Residential Target Markets

The Casino would most directly compete with the Hollywood Casino at Penn National
Racetrack in Grantville, Pennsylvania (for demand from the Harrisburg area and from
the east), Charles Town Slots & Racetrack in Charles Town, West Virginia (for demand
from the southwest, south and the Washington/Baltimore area) and from the new Mary-
land casinos to be developed along 1-95 from Arundel Mills to the south to Perryville to
the north and in Rocky Gap State Park to the west (for demand from the east). The rela-
tive locations of these gaming venues are shown on the map on page 7.

The first step in determining the Residential Market for the Casino was to define a zone
surrounding the Casino wherein the Casino would be closer for the populations therein
than any other gaming facility.

The zone map on the following page presents two drive-time zones originating at the
Casino’s site:

¢ The 30-Minute Drive-time Zone: This zone is delineated by the blue line and
extends to the approximate halfway points between the Casino and the Hol-
lywood Casino in Grantville and between the Casino and the 1-95 corridor in
the Baltimore area; and

e The 60-Minute Drive-time Zone: This zone is delineated by the red line and
extends almost to the Hollywood Casino to the northeast, half-way to the
proposed Rocky Gap gaming site in Maryland and roughly three-quarters of
the way to the Baltimore-area proposed casino sites in Maryland.

11
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Highlighted in yellow is the area encompassing all of the zip code areas that fall within
the 30-minute drive-time boundaries and defined this as “Zone 1”. The Casino should
be able to attract almost all of the gaming demand generated by the populations in
these zip codes as it will be the most proximate and convenient venue.

We then highlighted in peach those zip code areas within the 30- to 60-minute drive-
time ring which will be closer to the Casino than to other gaming venues and defined
this as “Zone 2". The theory is that the Casino should also be able to materially pene-
trate these markets, although not as exclusively as in Zone 1.

We then categorized the identified zip codes by the counties in which they are located
for adult population, and eventual gaming demand, estimation purposes.

Population figures for each zip code were obtained from the U.S. Census Bureau for
2000 then aggregated by county and Zone. These figures were then adjusted to reflect
the portion of each county’s population in 2000 that was comprised of adults of 21 years
of age or above (the potential gaming market), again based on U.S. Census estimates
from 2000. Population estimates for the Casino’s “stabilized year”, assumed to be 2014,
were then prepared by extrapolating the overall population percentage change esti-
mates from the U.S. Census Bureau through 2008 to 2014. All but one of the seven

12
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counties in the Casino’s two residential zones reported double-digit growths in popula-
tion between 2000 and 2008 and the remaining county reported high single-digit growth.
Thus, the Casino’s primary residential market area is one evidencing strong population
growth, which bodes well for the Casino.

The following table summarizes the resulting adult population estimates for 2014 by
county and Zone for the subject casino.

T MASON DIXON RESORT & CASINO e ‘
ESTIMATED ADULTS IN RESIDENTAL ZONES 1 & 2 2014
Est. Adult
# of Populations - 2000 | Population
Zone County State | Zip Codes| Total Adults 2014
Zone 1: | Adams PA 10 79,978 56,265 67,399
York PA 3 10,588 7,571 9,126
Franklin PA 3 35,503 26,225 31,511
Carroll MD 2 12,108 8,186 10,025
Frederick MD 7 53412 37,317 48,186
25 191,589| 135,564 166,247
Zone 2: | York PA 7 196,283 140,365 169,197
Franklin PA 4 75,742 54,910 65,978
Cumberiand PA 5 95,771 67,408 76,289
Carroll MD 2 23,544 16,276 19,933
Frederick MD 2 41,864 29,949 38,672
Washington MD 4 93,277 67,423 79,984
24 526,481] 376,331 450,053
Totals 49 718,070 511,895 616,300

We then estimated the probabilities of the various populations in the counties and
Zones to participate in casino gaming in general. Our participation estimates utilized
data from periodic “Profile of the American Gambler” studies published by Harrah’s En-
tertainment and percentages derived by industry experience, adjusted to reflect the
characteristics of the populations in the various counties/Zones (e.g. the propensities to
gamble decrease as the distances from existing gaming venues and metropolitan areas
increase; the somewhat conservative nature of the central Pennsylvania population, the
relatively strong levels of median household income in the defined area, etc.).

In arriving at our propensity-to-game estimates, we also reviewed and considered the
estimates utilized by the Financial Suitability Task Force of the Pennsylvania Gaming
Control Board in the numerous drive-time analyses it submitted to the Board for various
venues around the Commonwealth.

As previously mentioned, it has been demonstrated consistently that the propensity-to-
game increases with the proximity to a gaming venue. It has also been demonstrated
that the propensity-to-game in casinos increases with household income. The weighted
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average median household incomes for the areas in the Casino’s zones, in 1999, were
calculated to be $45,286 for Zone 1 and $43,312 for Zone 2, in comparison to $40,106
for the Commonwealth as a whole.

We then applied participation or propensity-to-game percentages to the adult population
estimates presented in the previous table to arrive at the estimated numbers of potential
gamers from the defined zones. Participation percentages typically range from highs in
the vicinity of 50 percent in urban areas and/or areas within 15-minute drives of quality
established gaming facilities to below 10 percent in areas not familiar with casino gam-
ing or more than a two- to three-hour drive from the closest venue. As the defined zones
herein are within a one-hour drive of the Casino and as the area’s population is gener-
ally knowledgeable about casino gaming (having had Atlantic City nearby for 30-plus
years and casinos in Charles Town, West Virginia, around Philadelphia and near Har-
risburg), we estimated moderate levels of visitation of 30 percent for those residents
within Zone 1 (within a 30-minute drive) and 25 percent of those within Zone 2 (between
a 30-minute and a 60-minute drive).

The next step in the process of estimating gaming revenue levels for the proposed
Category 3 facility in Adams County was to estimate the number of visits to all gaming
venues in the region that the adult residential gamers in the market would generate. We
based our estimate on data developed from the experiences of other gaming areas, the
data published in various Harrah’s studies and, again, the estimates used in the various
Financial Suitability Task Force analyses. Even though the defined zones herein extend
out to only a 60-minute-drive radius, we conservatively estimated 12.0 (or monthly) vis-
its per year for the gamers from Zone 1 and 4.0 (or quarterly) visits per year for the
gamers from Zone 2.

We then estimated the distribution of the gaming visits for the residents of the zip codes
in the various counties and Zones. Again, experience indicates that most gaming pa-
trons will tend to primarily patronize the gaming venues closest to their residence, all
other factors being equal. However, they will travel further to patronize venues with spe-
cial attributes or periodically just to vary their routine. Based on our experience in the
gaming industry and our assumptions as to the number and types of competing venues
that will be in operation in the period under study, we estimated that 75 percent of the
gaming demand generated by the residents of Zone 1 and 50 percent of the demand
generated by the Zone 2 residents will accrue to the Mason-Dixon Resort & Casino. The
remainder of the gaming demand generated by these residents will gravitate to the Hol-
lywood Casino in Grantville and other existing and proposed venues in West Virginia,
Pennsylvania and Maryland and some will continue to periodically make the trek to At-
lantic City.

The estimated gaming expenditures/budgeted gaming amounts per visit were based on
the household income data for the target counties, our and others’ experience with ex-
isting gaming markets, internal analyses conducted by gaming companies and general
estimates used by gaming companies, analysts and the Financial Suitability Task Force.

The following table presents recent win-per-visitor results for the Atlantic City and Mis-
sissippi Gulf Coast markets. It should be noted that the Gulf Coast is still rebounding
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from the effects of Hurricane Katrina in 2005 which destroyed most of the area’s casi-
nos and that the Gulf Coast casinos have proportionately fewer table games, which
typically generate higher wins-per-player.

CASINO WINS-PER-VISITOR (“WPV”)
ATLANTIC CITY AND MISSISSIPPI GULF COAST

2005 THROUGH 2008
Atlantic City Mississippi Gulf Coast
Year | Win (000) | Visitors (000) | WPV | Win (000) | Visitors (000) | WPV
2005 | $5,018,275 34,924 $144 $886,158 12,254 $72
2006 | 5,217,715 34,534 151 910,696 10,172 90
2007 | 4,920,786 33,300 148 1,302,102 16,759 78
2008 | 4,545,236 31,813 143 1,258,355 15,216 83

Sources: New Jersey & Mississippi Gaming Commissions.

Our analysis was tempered by the fact that non-hotel guests at a Category 3 facility will
be required to spend a minimum of $10 on the property before being permitted to gam-
ble. This requirement should not be much of a competitive deterrent, as most patrons
fully expect to spend at least $10 on food, beverages and merchandise during their visit.
In this instance, they will simply be required to do so prior to gaming. (Note: It is uncer-
tain how this requirement will be enforced. It is possible that a patron could simply pay
$10 at the entrance and be given a card/voucher for $10 for use in the Center’s restau-
rant, lounge and/or retail outlets.)

Upon consideration of all of these data, we conservatively assumed that the gaming
revenue/win per residential gaming patron per day will be $100 for the Zone 1 gamers
and $120 for the Zone 2 gamers, both in 2010 dollars.

The following table summarizes all of the preceding assumptions and presents our es-
timate of residential gaming win in a stabilized year of approximately $71.9 million in
2010 dollars.

W ESTIMATED RESIDENTIAL CASINO WIN MASON DIXON RESORT & CASINO
. S STABILIZED YEAR 2014 i
Adult
Population Participation | Gaming Visits/ Annual Mason-Dixon { Mason-Dixon| Win Per | Estimated
Zone 2014 Percentages} Adults Year Visits Share Gamers Visit Win
Zone 1 166,247 30.0% 49,874 12 598,489 75% 448,867 $100 | $44,886,690
Zone 2 450,053 25.0% 112,513 4 450,053 50% 225,027 $120 | $27,003,180
Totals 616,300 26.3% 162,387 6 1.048.542 64% 673,893 $107 | $71.889,870

We also estimated additional win to arise from area “visitors”. The following paragraphs
discuss this element of the projected win for the Casino.

Gaming Demand from the “Visitor” Market
Gettysburg and its environs already constitute a major visitor attraction, with some three
million visitors coming to its historical sites and coming to the area to conduct business
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or attend conventions, association gatherings and group meetings. Many of these visi-
tors come from afar and stay overnight in the area’s hotels. These guests represent a
viable secondary market for a casino in Adams County.

According to the “2007 Pennsylvania Travel Profile”, with data supplied by D.K. Shifflet
& Associates, Ltd., the Hershey/Gettysburg/York “secondary region” (comprised of Ad-
ams, Cumberland, Dauphin, Franklin, Lebanon, Perry and York Counties) ranked sec-
ond in 2007 (up from third in 2006) among the Commonwealth’s tourism regions with an
estimated 7.9 million overnight leisure visitors. Some 71 percent of these visitors paid
for overnight stays at hotels or motels, with the remainder staying in a private homes or
campgrounds. The average length of stay of these visitors was 3.1 days and their me-
dian age was 42. Their average expenditures were $102.80 per person per day and
$907 per trip. Their median household income was $80,200. Some 52 percent of these
visitors were visiting on vacation, including getaway weekends. Pennsylvania residents
accounted for 23 percent of these visits, followed by residents of New York (15 percent),
New Jersey (12 percent), Maryland (9 percent) and Virginia (9 percent). There were no
specific visitor statistics for Gettysburg, but the Gettysburg Convention & Visitors Bu-
reau estimates some three million visitors per year to the Gettysburg area.

The major attraction in Adams County