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RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)
BALANCE SHEETS

AS OF DECEMBER 31, 2012 AND 2011

(UNAUDITED)
($ IN THOUSANDS)
Line Description Notes 2012 2011
(@) (b) © (d)
ASSETS:
Current Assets:
1 | Cashand Cash Equivalents...........ccccoooiine, | $10,503 $28,000
2 | Short-Term Investments...........c.cccooeveiiiiiccniiiccn, | 0
Receivables and Patrons' Checks (Net of Allowance for
3 | Doubtful Accounts - 2012, $ 8,207 ; 2011, $10,999) | Note4 2,943 5,538
4 | INVENTOMIES ..o | 791 643
S | Other Current ASSEtS...........coovieiiiiiiiiicciciic e, | 2,921 2,246
6 Total Current ASSEtS..........oooeviviiiiiiiccs | 17,158 36,427
{_|Investments, Advances, and Receivables................ccc.co..ee. | Note 5 8,944 12,033
8 |Property and Equipment - Gross............cooueeiiicncisninnn, | 20,079 31,999
9 | Less: Accumulated Depreciation and Amortization......... | 0 (2,946)
10 |Property and Equipment - Net...........ccccoooiiiiiiiiiinnn .| Note 6 20,079 29,053
11 |Other ASSELS.........ccoviuiiiiiiisiisi s Note 7 959 1,732
12 | TOtal ASSELS.........cvvvvvvevecrssssssssnn O $47,140 $79,245
LIABILITIES AND EQUITY:
Current Liabilities:
13 | Accounts Payable..........c..ccocoviriiniiriiciini, | $3,088 $1,964
14 | Notes Payable............ccccoeviiiiiiii | 0
Current Portion of Long-Term Debt:
15 Due to Affiliates...........cocoooviiiiiiiii, | 0
16 EXternal.........coceiiiiiiiiicc e, | 13,125 95
17 | Income Taxes Payable and Accrued...............cccccoeveinnnn |
18 | Other Accrued EXPENSES.........ccceviiieiriiieiiiiiicicnie, | Note 8 13,171 17,168
19 | Other Current Liabilities.............ccoooeiiiiiiiiiiiic, | Note 9 8,898 7,981
20 Total Current Liabilities.............coocoeiiiiiiiciiiccan, | 38,282 27,208
Long-Term Debt:
21 | Due to Affililates.........ccocoeiiiiiiiiiiiiicc [ Note 10 0 0
22 | EXternal..........coiiiiiii | 86 0
23 |Deferred Credits ..., | 0
24 |Other Liabilities.............cocooiiiiiiic, | Note 7 231 231
25 [Commitments and Contingencies..............oooeeeveeiinnnd| 0
26 |Total Liabilities...........ccocviiiiiiiiicc, | 38,599 27,439
27 _|Stockholders', Partners', or Proprietor's Equity.................... | 8,541 51,806
28 |Total Liabilities and EQUItY..........ccccevvrerieriieieiee e $47,140 $79,245

The accompanying notes are an integral part of the financial statements.

Valid comparisons cannot be made without using information contained in the notes.
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RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)

STATEMENTS OF INCOME

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012 AND 2011

(UNAUDITED)
($ IN THOUSANDS)
Line Description Notes 2012 2011

(@) (b) © (d)

Revenue:
L | CaSINO.....ccooiriiiiriic s L $125,920 $143,489
2 | ROOMS.....oiiiiiiiiice s o 11,932 11,818
3 | Food and BeVErage..........cccoovviirciniiiiiicicis L 17,709 18,153
A | OFNEI ..o s o 1,772 3,038
S Total REVENUE........ccviviiicicii s o 157,333 176,498
6 | Less: Promotional Allowances...........c.cccoooviiiiiiiiiiinicinan, o 53,544 49,822
7 NEt REVENUE.........cooiiiiiiii . 103,789 126,676

Costs and Expenses:
8 | Cost of Goods and Services.............ooeveueiiiiiiiiiieiiicciin, o 95,423 119,238
9 | Selling, General, and Administrative.............c.coocoeiiiinnene, o 26,905 25,242
10 | Provision for Doubtful Accounts..............cccoeeuiiiiiiininnnnn, o 651 2,066
11 Total Costs and EXPENSES...........ccccueururueinicinicicicicicicicicie, o 122,979 146,546
12 |Gross Operating Profit..........cccoceiieiininiiiiee e o (19,190) (19,870)
13 | Depreciation and AMOrtization............cccccovivicriiiiiicninnn, o 7,560 5,884

Charges from Affiliates Other than Interest:

14 ManagemMent FEES. ........oiuiriieiiierie e o
15 OBNBL .o e 1 50 1,321
16 |Income (LosS) from Operations..........cccecveeveiveresieesieeresieennnns o (26,800) (27,075)

Other Income (Expenses):
17 | Interest Expense - Affiliates...........cccooooiiiii, o 0 (21,361)
18 | Interest Expense - EXternal...........cccooovviieiiiiiiie s o (1,118) (161)
19 | CRDA Related Income (Expense) - Net........cccccevvrieerirnnnnne o 293 (525)
20 | Nonoperating Income (Expense) - Net........ccccoevveververieennnn o 582 9,697
21 Total Other Income (EXPENSES)......cccvevvveiveeiieeiieeiieeiineenns o (243) (12,350)
22 |Income (Loss) Before Taxes and Extraordinary Items............. o (27,043) (39,425)
23 | Provision (Credit) for Income Taxes..........ccoccevivicciiinnnnen. o 4 0
24 |Income (Loss) Before Extraordinary Items...........cccccoeevveennne, o (27,047) (39,425)

Extraordinary Items (Net of Income Taxes -
25 20, $0;20_, $0 )RR PRRR o (16,218)
26 [NEt INCOME (LOSS)......euevereierieiieriiiereir ettt ($43,265) ($39,425)
The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
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RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)

STATEMENTS OF INCOME

FOR THE THREE MONTHS ENDED DECEMBER 31, 2012 AND 2011

(UNAUDITED)
($ IN THOUSANDS)
Line Description Notes 2012 2011

(@) (b) (© (d)

Revenue:
L | CaSINO.....ciciiiisi s . $27,208 $28,284
2 | ROOMS.....cooiiiiiiiii s o 2,011 2,215
3 | Food and Beverage..........ccccovvviiueiniiiiiiicieie e o 3,563 3,356
4 | Other.....ccoooi e, o 369 544
S Total REVENUE........ccveiiiiiiic o 33,151 34,399
6 | Less: Promotional Allowances.............ccooviiiiiniiiiicininnn, o 11,156 9,975
7 Net REVENUE.........cociiiiiiii s o 21,995 24,424

Costs and Expenses:
8 | Cost of Goods and SErvices............cooveiiiiiiiiiiiiiicn, o 21,333 24,921
9 | Selling, General, and Administrative...............cccocoeieninene, o 6,285 5,496
10 [ Provision for Doubtful Accounts..............ccoceiiiiiicininnn, o 4 604
11 Total Costs and EXPENSES...........ccceveviiiiircieieiiiecicies o 27,622 31,021
12 |Gross Operating Profit..........ccccccviveviiiieniicie e o (5,627) (6,597)
13 | Depreciation and AMOrtization............cccccovvveeviieiiiiccicinnn, o 3,188 3,412

Charges from Affiliates Other than Interest:

14 Management FEes..........coviiiiiiiii o
15 (@] 1 1< SRS SPRP 1 0 330
16 |Income (LosS) from Operations...........ccoeveerieereneeseeriesenneens o (8,815) (10,339)

Other Income (Expenses):
17 | Interest Expense - Affiliates.............cocoooeiiiiiiiiiiiiinnn o 0 (3,965)
18 | Interest Expense - External..........cccoooviiiiiiiiiieicnieicee o (254) (47)
19 | CRDA Related Income (Expense) - Net........cccccoevevverieennnne. o 709 (93)
20 | Nonoperating Income (Expense) - Net........ccccevvvviiieiennnne o 107 9,393
21 Total Other Income (EXPENSES).........covvvrveveiiiiiiciiieiine, o 562 5,288
22 [Income (Loss) Before Taxes and Extraordinary Items............. o (8,253) (5,051)
23 | Provision (Credit) for Income Taxes..........cccoccovviiiiiiiiinnnn. o 0 (14)
24 |Income (Loss) Before Extraordinary Items..........ccccccoevevvenenne. o (8,253) (5,037)

Extraordinary Items (Net of Income Taxes -
25 20, % ;20 , % ) I TTRRTRRR o (16,218)
26 |NEt INCOME (LOSS)...cuveveiviieriiririeieisiesiee st ($24,471) ($5,037)
The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
12/11 DGE-215



RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)

STATEMENTS OF CHANGES IN PARTNERS',

PROPRIETOR'S OR MEMBERS' EQUITY

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2011
AND THE TWELVE MONTHS ENDED DECEMBER 31, 2012

(UNAUDITED)
($ IN THOUSANDS)

Accumulated Total
Contributed | Earnings Equity
Line Description Notes| Capital (Deficit) (Deficit)
(@) (b) (© (d) (e) )
1 |Balance, December 31, 2010.......... _ | $138,474 | ($465,150) $0 | ($326,676)
2 Net Income (Loss) - 2011.......... o (39,425) (39,425)
3 Capital Contributions................. o 15,000 15,000
4 Capital Withdrawals.................. o 0
5 Partnership Distributions........... o 0
6 Prior Period Adjustments..........| o 1 1
7 Debt Elimination 1 402,906 402,906
8 1 0
9 1 0
10 |Balance, December 31, 2011.......... o 153,475 (504,575) 402,906 51,806
11 Net Income (Loss) - 2012.......... o (43,265) (43,265)
12 Capital Contributions................. o 0
13 Capital Withdrawals.................. o 0
14 Partnership Distributions........... o 0
15 Prior Period Adjustments..........| o 0
16 1 0
17 1 0
18 1 0
19 |Balance, SEPTEMBER 30, 2012.. $153,475 ($547,840) $402,906 $8,541
The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
12/11 DGE-225




RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)

STATEMENTS OF CASH FLOWS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012 AND 2011

(UNAUDITED)
($ IN THOUSANDS)

Line Description Notes 2012 2011
(@) (b) © (d)
1 |CASH PROVIDED (USED) BY OPERATING ACTIVITIES.. ($18,226) ($28,780)
CASH FLOWS FROM INVESTING ACTIVITIES:
2 | Purchase of Short-Term Investments ..............cccccooeveeinnne, L 0 0
3 | Proceeds from the Sale of Short-Term Investments ................ o 0 0
4 | Cash Outflows for Property and Equipment............c.cccvevnenne. o (4,035) (1,523)
5 | Proceeds from Disposition of Property and Equipment........... o 174 0
6 | CRDA ODlQatioNS ....cccoveiiiiiiiii e o (1,598) (1,857)
7 | Other Investments, Loans and Advances made........................ o 0 0
8 | Proceeds from Other Investments, Loans, and Advances ....... o 0 0
9 | Cash Outflows to Acquire Business Entities...............cc..oo.... L 0 0
o o 0 0
7 o 0 0
12 [Net Cash Provided (Used) By Investing Activities..................... o (5,459) (3,380)
CASH FLOWS FROM FINANCING ACTIVITIES:
13 | Proceeds from Short-Term Debt ...........cccoceiiiiiiiiiiiinen, o 0 0
14 | Payments to Settle Short-Term Debt..........ccoooveviiiiiiiinn, L (2,049) (2,806)
15 | Proceeds from Long-Term Debt ..o, o 7,249 0
16 | Costs of Issuing Debt............ccccciviiiiiiiiiic, L 0 0
17 | Payments to Settle Long-Term Debt............cccccevviiiiiiiininen. o 0 0
18 | Cash Proceeds from Issuing Stock or Capital Contributions...] 0 15,000
19 | Purchases of Treasury StocK............coocoviiiiiiicciiiiiicce, o 0 0
20 | Payments of Dividends or Capital Withdrawals...................... L 0 0
21 |Changes in receivables from affiliates ... o 988 38,153
2
23 [Net Cash Provided (Used) By Financing ACtiVities.................... - 6,188 50,347
24 |Net Increase (Decrease) in Cash and Cash Equivalents.............. o (17,497) 18,187
25 |Cash and Cash Equivalents at Beginning of Period.................... o 28,000 9,813
26 |Cash and Cash Equivalents at End of Period.............cccccoevinnnnnn $10,503 $28,000
CASH PAID DURING PERIOD FOR:
27 | Interest (Net of Amount Capitalized)...........c.ccovvviieiniriinnnne, L $1,118 $161
28 | INCOME TAXES.....oucviceireiissisisissns et $4 $14
The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
12/11 DGE-235
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RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)

STATEMENTS OF CASH FLOWS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012 AND 2011

(UNAUDITED)
($ IN THOUSANDS)
Line Description Notes 2012 2011

(@) (b) © (d)

CASH FLOWS FROM OPERATING ACTIVITIES:
29 [ Net INCOME (LOSS)....ceiviieriiriieiiiesieesesesiee e - ($43,265) ($39,425)
30 | Depreciation and Amortization of Property and Equipment...| 4,533 2,946
31 | Amortization of Other ASSets.............ccoviiiiiicisi, L 3,027 2,938
32 | Amortization of Debt Discount or Premium................cccuuen - 0 0
33 | Deferred Income Taxes - CUITENt ..........cccoeviiiiiiiiiiciniccnnn, L 0 0
34 | Deferred Income Taxes - NoNCUIrent ............cccoeevivicncicnnnn, - 0 0
35 | (Gain) Loss on Disposition of Property and Equipment......... L 0 0
36 | (Gain) Loss on CRDA-Related Obligations.............c.ccccvveneee. - (293) 525
37 | (Gain) Loss from Other Investment Activities........................ L 0 0
38 | (Increase) Decrease in Receivables and Patrons' Checks ....... - 2,595 4,016
39 | (Increase) Decrease in INVENLONIES .........cccovviviviviiiiiiiciiiins L (148) 241
40 | (Increase) Decrease in Other Current Assets...............occeuuen - (675) 1,530
41 [ (Increase) Decrease in Other ASSEtS........ccccvvvevveviveeieesiieaineens 2,117 1,679
42 | Increase (Decrease) in Accounts Payable............c...ccvvvenene. O 1,124 (1,962)
43 | Increase (Decrease) in Other Current Liabilities .................... L (4,059) (1,270)
44 | Increase (Decrease) in Other Liabilities ...............ccccccennen, - 0 2
AS - 0 0
46 [Impairment of Fixed Assets ... - 16,218 0
47 |Net Cash Provided (Used) By Operating Activities.................... ($18,226) ($28,780)

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

ACQUISITION OF PROPERTY AND EQUIPMENT:
48 | Additions to Property and Equipment...........cccccoceveiviciiennane, - ($11,951) ($1,781)
49 | Less: Capital Lease Obligations Incurred..............c.cocoeeunnnn - 7,916 258
50 [Cash Outflows for Property and Equipment............cccccoecervenanen, (%$4,035) ($1,523)

ACQUISITION OF BUSINESS ENTITIES:
51 | Property and Equipment ACQUIred.........c.ccceevveveeiviernsiennnan, - $0 $0
52 | Goodwill ACQUITEd.........cooviviiiiiiiiic L 0 0
53 | Other Assets Acquired - Net ...........cccueveiiiiciiciice, - 0 0
54 | Long-Term Debt AsSUMEd...........ccccvviiiiiiiiiii, L 0 0
55 | Issuance of Stock or Capital Invested.............ccccoovviiiiiiiinn) - 0 0
56 [Cash Outflows to Acquire Business Entities............c.cccocervennanen, $0 $0

STOCK ISSUED OR CAPITAL CONTRIBUTIONS:
57 | Total Issuances of Stock or Capital Contributions.................. L $0 $15,000
58 | Less: Issuances to Settle Long-Term Debt................coocviann L 0 0
59 | Consideration in Acquisition of Business Entities.................. - 0 0
60 |Cash Proceeds from Issuing Stock or Capital Contributions...... $0 $15,000

The accompanying notes are an integral part of the financial statements.
Valid comparisons cannot be made without using information contained in the notes.
12/11 DGE-235A
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RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)
SCHEDULE OF PROMOTIONAL
EXPENSES AND ALLOWANCES

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012

(UNAUDITED)

($ IN THOUSANDS)

Promotional Allowances Promotional Expenses
Number of Dollar Number of Dollar
Line Description Recipients Amount Recipients Amount
(@) (b) (© (d) (€) ()
1 |Rooms 249,734 $6,641 10 $2
2 |Food 554,519 7,914 38,680 580
3 |[Beverage 1,572,101 4,087 57,981 151
4 |[Travel 8,023 241
5 |Bus Program Cash 7,133 172
6 |Promotional Gaming Credits 866,443 33,571
7 |Complimentary Cash Gifts 21,405 862
8 |Entertainment 6,251 120
9 |Retail & Non-Cash Gifts 8,651 433
10 |Parking
11 |Other 11,770 177 36,759 1,290
12 Total 3,289,356 $53,544 150,104 $2,697
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2012
Promotional Allowances Promotional Expenses
Number of Dollar Number of Dollar
Line Description Recipients Amount Recipients Amount
(@) (b) (© (d) () ()
1 |Rooms 53,753 $1,443 0 $0
2 |Food 120,196 1,683 6,869 103
3 |[Beverage 341,356 887 8,449 22
4 |[Travel 1,369 49
5 |Bus Program Cash 1,484 38
6 |Promotional Gaming Credits 178,672 6,862
7 |Complimentary Cash Gifts 3,858 153
8 |Entertainment 2,802 59
9 |Retail & Non-Cash Gifts 2,902 146
10 |Parking
11 |Other 2,189 33 5,496 210
12 Total 704,310 $11,158 25,085 $530

*No item in this category (Other) exceeds 5%.
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RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)
STATEMENT OF CONFORMITY,
ACCURACY, AND COMPLIANCE

FOR THE QUARTER ENDED DECEMBER 31, 2012

1. I have examined this Quarterly Report.

2. All the information contained in this Quarterly Report has been
prepared in conformity with the Division's Quarterly Report
Instructions and Uniform Chart of Accounts.

3. To the best of my knowledge and belief, the information contained
in this report is accurate.

4. To the best of my knowledge and belief, except for the deficiencies
noted below, the licensee submitting this Quarterly Report has
remained in compliance with the financial stability regulations
contained in N.J.S.A. 5:12-84a(1)-(5) during the quarter.

(IO
3/31/2013 Q

Date Gregory J. Sherbon

Vice President of Finance
Title

008983-11
License Number

On Behalf of:

RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)
Casino Licensee
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RIH ACQUISITIONS NJ, LLC (THE ATLANTIC CLUB CASINO HOTEL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation and Consolidation

RIH Acquisitions NJ, LLC, a New Jersey limited liability company (the “Company”), owns and operates
The Atlantic Club Casino Hotel located in Atlantic City, NJ (“ACCH”). The Company is a wholly owned
subsidiary of Resorts International Holdings, LLC; a Delaware limited liability company (“RIH”). The
Company’s operations commenced on April 26, 2005.

On April 26, 2005, RIH acquired most of the assets and assumed certain liabilities of four casino
properties, including the Atlantic City Hilton (“*ACH”), from Caesars Entertainment Inc. and Harrah’s
Entertainment Inc. (the “Acquisition”). The debt incurred to finance the Acquisition (the “Term Loans”)
was carried on the balance sheet of RIH and was not allocated to the Company. The assets acquired and
liabilities assumed of the Atlantic City Hilton as a result of the Acquisition were recorded, via a capital
contribution, on the balance sheet of the Company. The Acquisition was accounted for using the purchase
method of accounting, and accordingly, the aggregate purchase price, including transaction fees and
expenses, was allocated based on the estimated fair value of the assets acquired and the liabilities assumed.

RIH and its wholly-owned subsidiaries (the “Borrowers”) entered into a loan agreement with JPMorgan
Chase Bank (“JPMorgan”) (the “Loan”). In conjunction with the refinancing in October 2006, RIH Propco
NJ, LLC (“Propco”) was formed on October 11, 2006. Propco, a wholly-owned subsidiary of the Company,
holds all of the real estate associated with ACCH, as well as its non-gaming furniture, fixtures and
equipment. The Company leased these assets from Propco for an amount that will cover the debt service
under ACCH’s allocation of the Loan.

In July 2009, RIH defaulted on the Loan as a result of its failure to make monthly interest payments
totaling $78.5 million from the date of default thru November 30, 2011. This interest amount includes
$39.2 million in interest expense associated with the Loan’s default rate, which is 3.0% higher than the
standard rate. For the nine months ended December 31, 2012 and 2011, $0 million and $19.4 million,
respectively, of this interest has been allocated to the Company and is reflected in the accompanying
financial statements. On January 18, 2011, the Company and its parent entered into a Standstill Agreement
with the lenders. The Standstill Agreement provided for a forbearance period during which the parties
would cooperate to find a buyer for the Atlantic City Hilton. A financial advisory firm was engaged to find
a buyer on terms agreeable to all parties. In October 2011, after being unable to find a buyer for the
Company, RIH and the lenders reached an agreement whereby Colony Capital would retain ownership of
RIH and the Company debt free, but ownership rights to two RIH Subsidiaries in Tunica, MS, would be
retained by the lenders. The agreement was approved by all the parties and was made final on November
28, 2011. Thus, the associated debt and accrued interest, and any intercompany related balances with RIH
Subsidiaries in Tunica have been forgiven by RIH and eliminated from the financial statements of the
Company as of December 31, 2011. The accounting for these transactions was recorded through
contributed capital as the originating transactions were pushed down to the Company through intercompany
allocations. Also as part of the settlement, Colony funded the Company $15 million and the bank released
$9.3 million insurance settlement.

The accompanying consolidated financial statements include the accounts of the Company and its wholly-
owned subsidiary, Propco. All material intercompany balances and transactions have been eliminated in
consolidation.

In 2011, RIH’s license agreement for use of the Hilton name was not renewed. As such, ACH had until
December 31, 2011 to remove the Hilton name on all areas of the property and promotions. Subsequently,
on March 13, 2012, ACH was renamed The Atlantic Club Casino Hotel.

On December 21, 2012, Resorts International Holdings (”Seller”) entered into a Membership Interest
Purchase Agreement (the “Agreement”) with Rational Group US Holdings Inc. and Oldford Group Limited
(collectively, the “Buyer”). Pursuant to the Agreement, at closing, Buyer will acquire 100% of the
outstanding membership interests of RIH Acquisitions NJ, LLC. The closing of the transaction is subject
to the satisfaction of certain conditions, including receipt of approvals from New Jersey regulatory
authorities and other customary closing conditions. There can be no assurance that the transaction for the
sale of RIH Acquisitions NJ, LLC will close.



RIH ACQUISITIONS NJ, LLC (THE ATLANTIC CLUB CASINO HOTEL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies
Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Actual results could differ from those estimates.

Cash Equivalents

Short-term money market securities purchased with original maturities of three months or less are
considered to be cash equivalents. The carrying value of cash equivalents approximates fair value due to
the short-term maturity of these instruments.

Allowance for Accounts Receivable

Allowances for doubtful accounts arising from casino, hotel and other services, are based upon a specific
review of certain outstanding receivables. In determining the amounts of the allowances, certain estimates
and assumptions are made, and actual results may differ from those assumptions.

Inventories

Inventories of provisions, supplies and spare parts are valued at the lower of cost (first-in, first-out) or
market.

Property and Equipment

Property and equipment are stated at cost and are depreciated over their estimated useful lives reported
below using the straight-line method.

Hotels and other buildings 20-40 years
Furniture fixtures and equipment 2-7 years

The provisions of ASC Topic 360- “Property, Plant and Equipment” (“ASC 360”) require, among other
things, that an entity review its long-lived assets and certain intangibles for impairment whenever changes
in circumstances indicate that the carrying amount of an asset may not be fully recoverable. ASC 360
requires an impairment loss to be recognized only if the carrying amounts of long-lived assets to be held
and used are not recoverable from their expected undiscounted future cash flows. See Note 3 “Asset
Impairments.”

Income Taxes

The Company has elected to be treated as a partnership for federal income tax purposes; therefore, no
provision or benefit for federal income taxes for the years ended December 31, 2012 and 2011 has been
recorded. New Jersey state income taxes have been calculated under an alternative minimum assessment of
a percentage of gross revenues.

Revenue Recognition

Gaming revenue is recorded as the net win from gaming activities, which represents the difference between
amounts wagered and amounts won by patrons. Revenues from hotel and related services and from theater
ticket sales are recognized at the time the related service is performed.

Self Insured Health Insurance

The Company provides medical coverage for its non-union employees under a self-insured medical plan up

to a maximum of $275,000 per year for each insured person. Amounts in excess of these thresholds are
covered by the Company’s insurance programs subject to customary policy limits.



RIH ACQUISITIONS NJ, LLC (THE ATLANTIC CLUB CASINO HOTEL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies (continued)
Promotional Allowances

The retail value of hotel accommodations, food, beverage, and other services provided to customers
without charge is included in gross revenues and deducted as promotional allowances.

Cash discounts based upon a negotiated amount with each customer are recognized as a promotional
allowance on the date the related revenues are recorded. Cash back awards given to a customer based upon
earning points for future awards are accrued as the customer earns the points. The amount is recorded as a
promotional allowance in the statement of operations. When estimating the amount of the accrual, the
company calculates a redemption rate based on historical redemption rates.

The Company offers other incentive programs. These are gifts and other promotional items, the type and
distribution of which is determined by management. Since these awards are not cash awards, the Company
records them as gaming expenses in the statement of operations. Such amounts are expensed on the date the
award can be utilized by the customer.

Fair Value of Financial Instruments

The carrying values of cash and cash equivalents are reasonable estimates of fair values because of the
short term maturities of these investments. CRDA Deposits, bonds, and other investments are stated net of
a valuation allowance reflecting the below-market interest rates associated with these investments;
therefore the carrying values approximate their fair values. The carrying value of long-term debt
approximates its fair value.

Advertising

The Company expenses direct-response advertising at the time of the event. Costs associated with mailings
for future promotions are included in prepaid expenses on the Company’s Balance Sheet.

The Company expenses all other advertising costs as incurred. These costs are included in Selling, General
and Administrative costs on the Company’s Statements of Operations.

3. Asset Impairments

Long-Lived Assets

In accordance with Section 10-15, Impairment or Disposal of Long Lived Assets, in ASC Topic 360,
Property, Plant and Equipment, the Company reviews carrying value of long-lived assets for impairment
whenever events or changes in circumstances indicate that the carrying value of the asset may not be
recoverable. 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 impairment is measured as the difference between fair value and carrying value, with fair value
typically based on a discounted cash flow model.

As of December 31, 2012, the Company recorded a non-cash impairment charge in the amount of
approximately $16.2 million which was allocated to its land, building, furniture, fixtures and equipment.



RIH ACQUISITIONS NJ, LLC (THE ATLANTIC CLUB CASINO HOTEL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

4, Receivables

Components of receivables were as follows at December 31 (in thousands):

2012 2011
GAMING ..ottt ettt bbb b bbb e s bbb bbb b s s st ettt et b $ 9,606 $ 14,830
Less: allowance for doubtful aCCOUNTS..........ccooiiiiiiiii e (8,193) (10,969)
1,413 3,861
Non-gaming:
Hotel and related............ooceiiiiniii e 103 414
Due from affiliates, Net ... - -
ORI 1,441 1,293
1,544 1,707
Less: allowance for doubtful aCCOUNTS..........coiiiiiiiiiiic e (14) (30)
1,530 1,677
RECEIVADIES, NEL.......eviiiii e $ 2943 $ 5,538

5. Investments, Advances and Receivables

Components of investments, advances and receivables were as follows at December 31 (in thousands):

2012 2011
CRDA bonds and direCt iINVESIMENES .........ceeeiiuiieiiiiie e e e $ 12,508 $ 10,412
CRDA GEPOSIES ...ttt ettt sttt st ebe st e et e b sbesbe e e e eneaneeneanas 3,173 9,707
Valuation @HIOWANCE .........coiieiiiii et (7,529) (8,086)
$ 8,152 $ 12,033

The New Jersey Casino Control Act, as amended, requires The Atlantic Club to purchase bonds issued by
the Casino Reinvestment Development Authority (“CRDA”) or make other investments authorized by the
CRDA, in an amount equal to 1.25% of RIH’s gross gaming revenue, as defined.

The CRDA bonds have interest rates ranging from 2.6% to 7.0% and have repayment terms of between 20
and 50 years. The Atlantic Club records charges to expense to reflect the below-market interest rate
payable on the bonds it may have to purchase to fulfill its investment obligation at the date the obligation
arises.

The charges for the twelve months ended December 31, 2012 and 2011 for discounts on obligations arising
in that period were $499,000 and $525,000, respectively.

From time to time, The Atlantic Club has donated certain funds it has had on deposit with the CRDA in
return for either relief from its obligation to purchase CRDA bonds or credits against future CRDA
deposits. At December 31, 2012, ACCH owned $12.3 million face value of bonds, issued by the CRDA
and had $3.2 million on deposit with the CRDA. The majority of the Company’s deposits have been
pledged for specific projects.

6. Property and Equipment

Components of property and equipment were as follows at December 31 (in thousands):

2012 2011
Land and 1and FIghtS .......cccvoieiiiiiiceiceee e $ 10,018 $ 10,054
Hotels and other BUIAINGS .......coiviiiiiiiieceecse e 5,450 14,509
Furniture, fixtures and eqQUIPMENT..........coviiiiiiiieiec e 4,539 6,242
CONSEIUCLION 1N PIOGIESS ...vvveiviviiesieeie e ste st st ettt a et eseetesbe b e e essereareeras 72 1,194

20,080 31,999
Less: accumulated depreCiation .............cceoeierieneeiieeee e - (2,946)
Net property and eQUIPMENT..........ooiiiiiiieiere ettt $ 20,080 $ 29,053




RIH ACQUISITIONS NJ, LLC (THE ATLANTIC CLUB CASINO HOTEL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7. Other Assets

Components of deferred charges and other assets were as follows at December 31 (in thousands):

2012 2011
RESIIICIEA CASI -ttt ettt et e et et et er e et e e et e re et e e eneeneeneenereeaseeanes $ 231 $ 1,004
L©1 LT SRR 728 728
$ 959 $ 1,732

As a condition of a sale of land in November 2006, the Company was required to deposit $500,000 from
the sale price in an escrow account to be used for potential future environmental clean-up costs for certain
portions of the parcels sold (see Note 12). The current escrow balance is $231,000 and is included in
Other Assets and Other Long-Term Liabilities on the consolidated balance sheet at December 31, 2012.

8. Other Accrued Expenses

Components of other accrued expenses were as follows at December 31 (in thousands):

2012 2011

PAYIONL.c...vviiieeceetete ettt bbbttt bbbt n e ane $ 7,179 $ 8,754
Unredeemed CUSTOMET INCENTIVES .......ocivuvieiiieiiiiiieeeeeiie e et e st e s ebee e s svae e s sbeeessreae s 1,081 1,547
Gaming taXeSs AN FEES .....c.eiuiieiiree et 663 752
NON-gaming taXxes and fEES .........ccviveiiiieiiiere st 380 360
REAI ESTALE TAXES ..veivveieiriiiriiteeteiteeteseesresteesbesre e e sbe et e sbe s b e sbeebesbeersesbesnbesbesreebeenees 928 877
(@)1 11 SO SRS RRPT PP 2,940 5,274

$ 13,171 $ 17564

On May 31, 2012, following protracted real estate tax assessment appeal negotiations, the Company
reached an agreement with the City of Atlantic City. Following the agreement, the combined assessed
value of the ACCH property was reduced from $540 million to $165 million. The Company has paid all
outstanding real estate taxes for 2012. The 2011 accrual recorded on the financial statements represents the
amount that was expected to be due at that time. The 2012 accrual represents fees and interest related to an
outstanding real estate tax lien.

9. Other Current Liabilities

Components of other current liabilities were as follows at December 31 (in thousands):

2012 2011
Unredeemed chip lability.........cccoceiiiieiiiicc s $ 618 $ 703
CRDA OBIIGAtION ...ttt ens 343 351
ORI bbbt 197 175
DU £0 ATFIIIALES. ... .eeiiieriie ittt et e e e e s bt e e s st a e s s bt e e s sabee s sbenesenes 7,740 6,884
$ 8,898 $ 8,113

10. Debt

In October 2006, the RIH refinanced its outstanding debt by entering into a Commercial Mortgage Backed
Security with JP Morgan Chase. The Loan Agreement (the “Loan”) has a principal amount of $960
million. Under the Loan the total principal is allocated to each of RIH’s operating properties, including the
Atlantic City Hilton. The Loan originally was to mature November 9, 2008 and included the option to
extend the life of the Loan for three successive terms of one year each. In November 2008, RIH exercised
this option and extended the term of the loan for one year.



RIH ACQUISITIONS NJ, LLC (THE ATLANTIC CLUB CASINO HOTEL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

10. Debt (continued)

The cash flows of ACCH and the other casino properties owned by RIH were the only source to fund the
interest payments of the debt issued by RIH. Substantially all of the Company’s assets were pledged as
collateral on the Loan, and the Company was named as a guarantor on the Loan. In accordance with Topic
460 “Guarantees” of the Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) (“ASC 460”), ACCH’s allocated portion of the Loan was classified as short-term
debt and a reduction in member’s equity in the consolidated balance sheets at June 30, 2011.

In July 2009, RIH defaulted on the Loan as a result of its failure to make monthly interest payments
totaling $78.5 million from the date of default thru November 30, 2011. This interest amount includes
$39.2 million in interest expense associated with the Loan’s default rate, which is 3.0% higher than the
standard rate. For the six months ended December 31, 2012 and 2011, $0 million and $19.4 million,
respectively, of this interest has been allocated to the Company and is reflected in the accompanying
financial statements. On January 18, 2011, the Company and its parent entered into a Standstill Agreement
with the lenders. The Standstill Agreement provided for a forbearance period during which the parties
would cooperate to find a buyer for the Atlantic City Hilton. A financial advisory firm was engaged to find
a buyer on terms agreeable to all parties. In October 2011, after being unable to find a buyer for the
Company, RIH and the lenders reached an agreement whereby Colony Capital would retain ownership of
RIH and the Company debt free, but ownership rights to two RIH Subsidiaries in Tunica, MS, would be
retained by the lenders. The agreement was approved by all the parties and was made final on November
28, 2011. Thus, the associated debt and accrued interest, and any intercompany related balances with RIH
Subsidiaries in Tunica have been forgiven by RIH and eliminated from the financial statements of the
Company as of December 31, 2011. The accounting for these transactions was recorded through
contributed capital as the originating transactions were pushed down to the Company through intercompany
allocations. Also as part of the settlement, Colony funded the Company $15 million and the bank released
$9.3 million insurance settlement.

As of December 31, 2012, the Company had a net due to RIH of $7.7 million. RIH provides payments for
certain services (e.g. health care, property insurance, etc.) that pertain to all of the associated companies
under its financing structure, the appropriate shares of which are then allocated to the Company.

During the protracted real estate tax appeal negotiations with the City of Atlantic City, the City sold certain
real estate tax liens. Most have been settled as part of the agreement with the City of Atlantic City.
However, one lien remains in the amount of $3.1 million.

11. Income Taxes

The Company has elected to be treated as a partnership for federal income tax purposes: therefore, no
provision or benefit for federal income taxes for the twelve months ended December 31, 2012 and 2011 has
been recorded. New Jersey state income taxes have been calculated under an alternative minimum
assessment of a percentage of gross revenues (“NJAMA?”).

12. Commitments and Contingencies

Litigation

The Atlantic Club is a defendant in certain litigation. In the opinion of management, based upon advice of
counsel, the aggregate liability, if any, arising from such litigation will not have a material adverse effect
on the financial position, results of operations, or liquidity of The Atlantic Club.

Union Employees

Approximately 45% of the Company’s employees are represented by labor unions. The contract for the

largest labor union, representing approximately 41% of the Company’s total workforce, expired in
September 2011. A new agreement was reached effective on March 5, 2012 thru September 14, 2014.



RIH ACQUISITIONS NJ, LLC (THE ATLANTIC CLUB CASINO HOTEL)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

12. Commitments and Contingencies (continued)

Atlantic City Tourism District

In February 2011, as part of the State of New Jersey's plan to revitalize Atlantic City's casino and tourism
industries, a law was enacted requiring the creation of a tourism district (the “Tourism District”) to be
administered and managed by the CRDA. The Tourism District includes each of the Atlantic City casino
properties, along with certain other tourism related areas of Atlantic City. The law requires, among other
things, the creation of a public-private partnership between the CRDA and a private entity that represents
existing and future casino licensees. The private entity, known as The Atlantic City Alliance (the “ACA”),
was established in the form of a not-for-profit corporation, of which the Company is a member. The
public-private partnership established between the ACA and the CRDA is for an initial term of five years.
Its general purpose is to revitalize and market the Tourism District. The law requires that a $5 million
contribution be made to this effort by all casinos prior to 2012, followed by an annual amount of $30
million to be contributed by the casinos commencing January 1, 2012 for a term of five years. Each
casino’s portion of the annual contributions will equate to the percentage representing its gross gaming
revenue for the prior calendar year compared to the aggregate gross gaming revenues for that period for all
casinos. During the twelve months ended December 31, 2012, the Company recognized $1,254,000 related
to its portion of the $30 million contribution made during 2012.

Environmental Matters

An independent environmental consultant performed a Phase | environment site assessment in accordance
with American Society for Testing and Materials standards on the Atlantic City Hilton property dated
November 18, 2004. In August 2004, the New Jersey Department of Environmental Protection, or the
NJDEP, inspected the onsite BP Service Station which resulted in the detection of volatile organic
compounds in excess of applicable regulatory standards. The Phase | report notes that this matter remains
open and the future action is subject to regulatory agency requirements. At the location of a former high
school building onsite, contaminated soils and groundwater associated with the removal of an underground
storage tank were identified. The Phase | report notes that this contamination may extend beneath a public
right-of-way. In addition, site impacts still remain from several underground storage tanks. The Company
expects to manage these environmental conditions with the completion of additional site investigations and
approval of remedial action work plans from the NJDEP. There can be no assurance, however, that the
remedial activity for the Atlantic City Hilton property will not exceed the Company’s estimates based upon
the current limited available site information. The former high school site was one of the parcels of land
sold by the Company in November 2006; under the terms of the sale, the Company was required to deposit
$500,000 from the sale price in an escrow account to be used for future clean-up costs of the site. As of
December 31, 2012, $271,000 has been utilized for the clean-up.

On July 21, 2005, an oil pipeline ruptured at the Atlantic City Hilton which resulted in an oil-spill. The
Company is in the process of resolving the issue in accordance with NJDEP and U.S. Environmental
Protection Agency guidelines. At this time, the Company has no indication that surrounding areas of other
properties sustained any damage. The estimated cost to remediate the issue of $371,000 is reflected in the
accompanying balance sheets.

Licensing

On April 18, 2007, the New Jersey Casino Control Commission (the "NJCCC") granted the Company a
five-year casino license to operate ACCH, subject to certain conditions.



RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)
ANNUAL FILINGS

FOR THE YEAR ENDED DECEMBER 31, 2012

SUBMITTED TO THE
DIVISION OF GAMING ENFORCEMENT
OF THE
STATE OF NEW JERSEY

OFFICE OF FINANCIAL INVESTIGATIONS
REPORTING MANUAL




RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)
ANNUAL SCHEDULE OF RECEIVABLES AND PATRONS' CHECKS

FOR THE YEAR ENDED DECEMBER 31, 2012

(UNAUDITED)
($ IN THOUSANDS)

ACCOUNTS RECEIVABLE BALANCES

Accounts Receivable

Line Description Account Balance | Allowance | (Net of Allowance)
(@ (9)) (© (d) (e)
Patrons' Checks:
1 Undeposited Patrons' Checks..........cccccocvevvevnenne. $521
2 Returned Patrons' Checks..........ooooooveeeeciiiieeen. 9,085
3 Total Patrons' ChecksS........ccouveeeeeeeeeeeeeeeeeeeeen 9,606 $8,193 $1,413
4 |Hotel Receivables........c.ooooeeeeeeeeeeeeeeeee e, 103 14 $89
Other Receivables:
5 Receivables Due from Officers and Employees.... -
6 Receivables Due from Affiliates...........cccccceeee. -
7 Other Accounts and Notes Receivables................] 1,441
8 Total Other Receivables..........cooooovveeviovceeeee.. 1,441 $1,441
9 |Totals (Form DGE-205).......cccccecviivmiverieiiesiesiennnns $11,150 $8,207 $2,943
UNDEPOSITED PATRONS' CHECKS ACTIVITY
Line Description Amount
U] (¢)) (h)
10 |Beginning Balance (JANUAIY 1).......c.ccceiiieieeieiieieeie et eee st e et ne e sne e ens $1,712
11 COUNTEE CRECKS ISSUBT.......ceeeeeeeeeeeeeeeeeeeeeeeee ettt 20,579
12 Checks Redeemed Prior t0 DEPOSIL........ccveiiiiiiiiieeiie e (13,118)
13 Checks Collected Through DePOSITS.........ccueiverieeiieiieieee e sre e (7,948)
14 Checks Transferred to Returned Checks...........ccooiiiiiiiiieiie e (702)
15 Other AQJUSTMENTS. ... ...veieciece ettt e e e sraenreenee e 0
16 |ENAING BAIANCE.......coiiiiiiiiciecie ettt ne e $523
17 |"Hold" Checks Included in Balance 0N LiNG 16..........uueeeeeeeeeeeeeieieeeeeeeeeeeeeeeeeeeeeeeeneneed 0
18 [Provision for Uncollectible Patrons' ChECKS..........ooo oot $8,193
19 |Provision as a Percent of Counter Checks ISSUE...........ooveeeeeeee oo 39.8%
12/11 DGE-340




RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)

ANNUAL EMPLOYMENT AND PAYROLL REPORT
AT DECEMBER 31, 2012

($ IN THOUSANDS)

Number of Salaries and Wages
Line Department Employees Other Employees | Officers & Owners Totals
(@) (b) (©) (d) (e) ()
CASINO:
1 Table and Other Games 479
2 Slot Machines 41
3 Administration 0
4 Casino Accounting 12
5 Simulcasting 0
6 Other 5
7 |Total - Casino 537 $10,182 $0 $10,182
8 [ROOMS 234 5,601 0 5,601
9 [FOOD AND BEVERAGE 464 9,312 0 9,312
10 |GUEST ENTERTAINMENT 14 508 0 508
11 |[MARKETING 67 2,098 0 2,098
12 |OPERATION AND MAINTENANCE 84 4,133 0 4,133
ADMINISTRATIVE AND GENERAL.:
13 Executive Office 13 780 2,782 3,562
14 | Accounting and Auditing 24 766 0 766
15 | Security 177 4,065 0 4,065
16 Other Administrative and General 24 1,319 0 1,319
OTHER OPERATED DEPARTMENTS:
17 [Uniform Room 10 254 254
18 |Health Club 5 76 76
19 [Other 60 560 560
20 0
21 0
22 0
23 |TOTALS - ALL DEPARTMENTS 1,713 $39,654 $2,782 $42,436
12/11 DGE-370
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