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

BALANCE SHEETS
AS OF JUNE 30, 2013 AND 2012
(UNAUDITED)
($ IN THOUSANDS)
Line Description Notes 2013 2012
(@) (b) ©) (d)
ASSETS:
Current Assets:
1 | Cashand Cash Equivalents...........c..cccocoeirininiicnicincnnnn, | $11,130 $16,278
2 | Short-Term Investments............c.cccooeveiiiiiiiccsiiiccnan L
Receivables and Patrons' Checks (Net of Allowance for
3 | Doubtful Accounts - 2012: $8,302 ; 2011: $9,471).......... | Note 4 3,332 5,386
4 | INVENTONIES ..o | 726 858
5 | Other Current ASSEtS..........ccooveeiiieiiiiiceesc e, | 3,520 3,665
6 Total Current ASSEtS..........oooeviiiiiiiiciccs | 18,708 26,187
7_|Investments, Advances, and Receivables...............ccccooo.ee. | Note 5 8,095 10,188
8 |Property and Equipment - Gross............cooucueviiiiincisisinnen, | 21,455 41,918
9 | Less: Accumulated Depreciation and Amortization......... [ (1,077) (4,424)
10 |Property and Equipment - Net...........cccccooiiiiiiiiinnn .| Note 6 20,378 37,494
11 |Other ASSEtS.......cccciviiiiiiciicic s Note 7 463 959
12 | TOal ASSEIS......orvviriiniiissesiinsssisssisss s [ $47,644 $74,828
LIABILITIES AND EQUITY:
Current Liabilities:
13 | Accounts Payable...........ccooeimniriinniicincc e | $9,224 $4,884
14 | Notes Payable..........cccccoviiiiiiiiiic, |
Current Portion of Long-Term Debt:
15 Due to Affiliates...........cccooveiiiiiiii, |
16 EXternal........cccoceiiiiiiiiiicc e, [ 4,874 7,597
17 | Income Taxes Payable and Accrued..........cccooevvriininennnnnn) |
18 | Other Accrued EXPENSES.........ccceviiicrcieiciiiiiccieienie, | Note 8 14,422 16,332
19 | Other Current Liabilities.............cooooeiiiiiiciiiiiiccn, [ Note 9 9,029 7,566
20 Total Current Liabilities.............cooeeiiiiiiicciiiiicnan, | 37,549 36,379
Long-Term Debt:
21 | Due to Affiliates.........ccocoeiiiiiiciiiiicc [ Note 10 0 0
22 | EXternal.........cooviiiiiii | 0 959
23 |Deferred Credits ..., |
24 |Other Liabilities.............ccooeiiiiii, | Note 7 231 231
25 |Commitments and Contingencies..............ooooeeeveeinnnd|
26 [Total Liabilities...........cceiviiiiiiiciiiccc i, | 37,780 37,169
27 _|Stockholders', Partners', or Proprietor's Equity.................... | 9,864 37,659
28 |Total Liabilities and EQUILY..........ccccvrvviiveiiereieicce e $47,644 $74,828

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 SIX MONTHS ENDED JUNE 30, 2013 AND 2012

(UNAUDITED)
($ IN THOUSANDS)
Line Description Notes 2013 2012

(@) (b) (© (d)

Revenue:
1 | CaSINO...ciiiiiticiececee et o $69,239 $58,034
2 ROOMS. ..ot o 5,265 5,485
3 | FO0Od and BEVEIage.......cccccuevirieiiiaieiie e see e o 8,792 7,470
A | OFNEI ..o s o 1,099 835
5 TOtal REVENUE......ccviiiieiieie s o 84,395 71,824
6 | Less: Promotional AHlOWaNnCes...........cccccevevieeiivereiiieseenns o 29,205 23,571
7 NEt REVENUE. ... o 55,190 48,253

Costs and Expenses:
8 | Cost of GO0dS and SErVICES........cccvevveiieiieiieiieveere e 48,100 45,443
9 | Selling, General, and Administrative.............ccccoeevvervrernnn. :::: 12,719 13,323
10 | Provision for Doubtful ACCOUNtS........c.ccoveviveiieiieiecccee, o 45 699
11 Total Costs and EXPENSES........covveruirierienienieseesieeee e o 60,864 59,465
12 |Gross Operating Profit..........ccccoviiiiiiiieie e o (5,674) (11,212)
13 | Depreciation and AMOrtization............cccccovivecviiiiiiciinnn, L 2,459 2,386

Charges from Affiliates Other than Interest:

14 Management FEes..........coviiiiii s o
15 OBNBE .o e 1 0 33
16 [Income (Loss) from Operations...........ccccvevvevveresiieseesiesiennnns o (8,133) (13,631)

Other Income (Expenses):
17 | Interest Expense - Affiliates...........c.cooooeiiiiiiiiiiin L 0 0
18 | Interest Expense - EXternal...........cccocoveiiieiviiiiicse e o (405) (526)
19 | CRDA Related Income (Expense) - Net.........ccoovrervnnnnnnn. o (290) (244)
20 | Nonoperating Income (Expense) - Net........ccccoevveveieeiieennnn Note 12 10,151 258
21 Total Other Income (EXPenses)........ccuvvveeerrerenenieniennnnns o 9,456 (512)
22 |Income (Loss) Before Taxes and Extraordinary Items............. o 1,323 (14,143)
23 | Provision (Credit) for Income TaXesS.........ccccevevveivereerieannnn 4
24 |Income (Loss) Before Extraordinary Items.............cc.cocevurnen.s :::: 1,323 (14,147)

Extraordinary Items (Net of Income Taxes -
25 20 ,%0;20_, %0 PR PSRSR L
26 |NEt INCOME (LOSS)...c.vcveiveieriiriiieieresreeiee et $1,323 ($14,147)
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-210



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

STATEMENTS OF INCOME

FOR THE THREE MONTHS ENDED JUNE 30, 2013 AND 2012

(UNAUDITED)
($ IN THOUSANDS)
Line Description Notes 2013 2012

(@) (b) (© (d)

Revenue:
1 | CaSINO.....ccooiciireicicic s . $37,311 $32,435
2 | ROOMS.....oiiiiiiii L 2,893 3,187
3 | F0Od and BEVEIage.........ccceeiveiieiiieie e see e 4,867 4,488
4| OtNer oo L 724 406
5 TOtal REVENUE........oiviiiieiieieeie e 45,795 40,516
6 | Less: Promotional AllOWANCES............ccoveveeveereereeeesereienes :::: 16,254 15,077
7 NEt REVENUE. ......oiiiiiiiieie e o 29,541 25,439

Costs and Expenses:
8 Cost of Go0OdS aNd SErVICES. ........occvvvieiiiiiiee e o 25,528 23,810
9 | Selling, General, and Administrative.............c.cococoeieiinnene, o 6,436 6,649
10 [ Provision for Doubtful Accounts..............ccoceviiniiiiicininnn, L (48) 263
11 Total Costs and EXPENSES........ccuvvivreeiirienienie e o 31,916 30,722
12 |Gross Operating Profit..........ccccccviveiiiiiiiiicie e o (2,375) (5,283)
13 | Depreciation and AMOrtization............cccccovvvvccriieiiiiicininnn, o 773 1,401

Charges from Affiliates Other than Interest:

14 Management FEes..........cooviiiiiiiiiici s o
15 Other ... 1 0 33
16 |Income (LosS) from Operations..........cccovvreerveresieseeniesiennenns o (3,148) (6,717)

Other Income (Expenses):
17 | Interest Expense - Affiliates...........c.cococoeiiiiiiiiiiiinnn o 0 0
18 | Interest Expense - EXternal..........ccccooiiiiiiiiiiiiiiicie o (199) (445)
19 | CRDA Related Income (Expense) - Net........cccoeevrerinenienne. o (157) (137)
20 | Nonoperating Income (Expense) - Net........ccccvvvvvviveiennnnne Note 12 10,082 (261)
21 Total Other IncOmMe (EXPENSES).......covvvreeieiierienieriesieneeans o 9,726 (843)
22 [Income (Loss) Before Taxes and Extraordinary Items............. o 6,578 (7,560)
23 | Provision (Credit) for Income Taxes...........ccocceviiiiiiininnen. o 4
24 [Income (Loss) Before Extraordinary Items..........c.cccovevvennne. o 6,578 (7,564)

Extraordinary Items (Net of Income Taxes -
25 20, % ;20,9 ) PPN o
26 |NEt INCOME (LOSS)....cveririieieieriirinieiereesisieseresesesesseseesesessesesenes $6,578 ($7,564)
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, 2012
AND THE SIX MONTHS ENDED JUNE 30, 2013

(UNAUDITED)
($ IN THOUSANDS)

Accumulated Total
Contributed | Earnings Equity
Line Description Notes| Capital (Deficit) (Deficit)
(@) (b) (©) (d) (€) ()
1 |Balance, December 31, 2011.......... o $153,475 | ($504,575)|  $402,906 $51,806
2 Net Income (Loss) - 2012.......... L (43,265) (43,265)
3 Capital Contributions................. o 0
4 Capital Withdrawals.................. L 0
5 Partnership Distributions........... o 0
6 Prior Period Adjustments..........| L 0
7 1 0
8 1 0
9 1 0
10 [Balance, December 31, 2012.......... o 153,475 (547,840) 402,906 8,541
11 Net Income (Loss) - 2013.......... o 1,323 1,323
12 Capital Contributions................. L 0
13 Capital Withdrawals.................. o 0
14 Partnership Distributions........... L 0
15 Prior Period Adjustments.........., o 0
16 1 0
17 1 0
18 1 0
19 |Balance, June 30, 2013................... $153,475 ($546,517) $402,906 $9,864
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 SIX MONTHS ENDED JUNE 30, 2013 AND 2012

(UNAUDITED)
($ IN THOUSANDS)

Ling Description Notes 2013 2012
(a) (b) (©) (d)
1 [CASH PROVIDED (USED) BY OPERATING ACTIVITIES..{ $3,821 ($5,512)
CASH FLOWS FROM INVESTING ACTIVITIES:
2 | Purchase of Short-Term Investments ..., L 0 0
3 | Proceeds from the Sale of Short-Term Investments ................ o 0 0
4 | Cash Outflows for Property and Equipment............ccccovvvnnnee o (558) (3,274)
5 | Proceeds from Disposition of Property and Equipment........... o 0 0
6 | CRDA OBIIgAtioNS ......ccvoiviiiiiiiieieeee e o (742) (673)
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.o.o.... L 0 0
o, o 0 0
e L 0 0
12 [Net Cash Provided (Used) By Investing Activities..................... o (1,300) (3,947)
CASH FLOWS FROM FINANCING ACTIVITIES:
13 | Proceeds from Short-Term Debt ...........cccccoeiiiiiiiiiiinen, o 0 0
14 | Payments to Settle Short-Term Debt..........cccocoviiiiiiiiiiiennn, o (1,906) (1,862)
15 | Proceeds from Long-Term Debt ..o, o 0 0
16 | Costs of Issuing Debt.............ccccvviiiiiiiiiic, o 0 0
17 | Payments to Settle Long-Term Debt...........ccccoeveviiiiciiiininnen. o 0 0
18 | Cash Proceeds from Issuing Stock or Capital Contributions...] 0 0
19 | Purchases of Treasury StOCK............cocoeeuiiiiiiicisiiccce, o 0 0
20 | Payments of Dividends or Capital Withdrawals...................... L 0 0
21 |Changes in receivables from affiliates ... o 12 (401)
22|
23 [Net Cash Provided (Used) By Financing Activities.................... - (1,894) (2,263)
24 [Net Increase (Decrease) in Cash and Cash Equivalents.............. o 627 (11,722)
25 |Cash and Cash Equivalents at Beginning of Period.................... o 10,503 28,000
26 |Cash and Cash Equivalents at End of Period...............c.cccoueuu.... $11,130 $16,278
CASH PAID DURING PERIOD FOR:
27 | Interest (Net of Amount Capitalized)...........ccoocvieriniinininnne, L $206 $526
28 | INCOME TAXES.....cvoviceiiriieisiiciis st $0 $4
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 SIX MONTHS ENDED JUNE 30, 2013 AND 2012

(UNAUDITED)
($ IN THOUSANDS)
Line Description Notes 2013 2012

(@) (b) (©) (d)

CASH FLOWS FROM OPERATING ACTIVITIES:
29 | Net INCOME (LOSS).....covurrrrniinrieinieicicicssssssssess e - $1,323 ($14,147)
30 | Depreciation and Amortization of Property and Equipment...| 1,077 1,478
31 | Amortization of Other ASSets..........cccccooviiiiiiiiicic, L 1,382 908
32 | Amortization of Debt Discount or Premium...............cccoeuuen - 0 0
33 | Deferred Income Taxes - CUITENt .........cccceviiiiiiciiiiiicnnn, L 0 0
34 | Deferred Income Taxes - Noncurrent ............cccoeeeivicncininnn, - 0 0
35 | (Gain) Loss on Disposition of Property and Equipment......... L 0 0
36 | (Gain) Loss on CRDA-Related Obligations........................... - 290 244
37 | (Gain) Loss from Other Investment Activities........................ . 0 0
38 | (Increase) Decrease in Receivables and Patrons' Checks ....... - (389) 152
39 | (Increase) Decrease in INVENLONIES .........ccevveierienininieieenns - 65 (215)
40 | (Increase) Decrease in Other Current ASSetS........cccccvevvvevennn. - (599) (1,419)
41 | (Increase) Decrease in Other ASSEtS.........cccovvierenerenenenenn 544 2,197
42 | Increase (Decrease) in Accounts Payable.............c...covvvenene. T 6,136 2,920
43 | Increase (Decrease) in Other Current Liabilities .................... O (6,008) 2,370
44 | Increase (Decrease) in Other Liabilities ...............ccccoeveinin, - 0 0
a1 o 0 0
46| 0 0
47 |Net Cash Provided (Used) By Operating Activities.................... T $3,821 ($5,512)

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

ACQUISITION OF PROPERTY AND EQUIPMENT:
48 | Additions to Property and EQUIPMENt.........ccoovveviieerinierenines - ($1,376) ($9,919)
49 | Less: Capital Lease Obligations Incurred...............c.cocoeeuinnn - 818 6,645
50 |Cash Outflows for Property and EQUipmMeNt..........ccccervvvrvereinnnne ($558) ($3,274)

ACQUISITION OF BUSINESS ENTITIES:
51 | Property and Equipment ACQUIred...........cccevevrevieeereiieienenn, - $0 $0
52 | Goodwill ACQUITEd.........cooviviiiiciiiccc L 0 0
53 | Other Assets Acquired - Net ..........cccoeveveiiiiicinciicce, - 0 0
54 | Long-Term Debt ASSUMEd...........cccceviiiiiiiiiiiic, L 0 0
55 | Issuance of Stock or Capital Invested............ccoeveveiiveiiennnnnd) 0 0
56 |Cash Outflows to Acquire Business ENntities...............ccccoeuennee. - $0 $0

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

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 SIX MONTHS ENDED JUNE 30, 2013

(UNAUDITED)
($ IN THOUSANDS)

Promotional Allowances Promotional Expenses
Number of Dollar Number of Dollar
Line Description Recipients Amount Recipients Amount
(@) (b) © (d) (€) ®
1 |Rooms 138,641 $3,789 0 $0
2 |Food 315,069 4,387 11,824 414
3 |Beverage 794,053 2,065 8,378 84
4 |[Travel 0 0 1,375 82
5 |Bus Program Cash 3,237 86 0 0
6 [Promotional Gaming Credits 130,383 18,065 0 0
7 [Complimentary Cash Gifts 3,265 633 0 0
8 |Entertainment 4,703 94 0 0
9 [Retail & Non-Cash Gifts 0 0 10,974 182
10 [Parking 0 0 0 0
11 |Other 5,749 86 18,503 628
12 Total 1,395,100 $29,205 51,054 $1,390
FOR THE THREE MONTHS ENDED JUNE 30, 2013
Promotional Allowances Promotional Expenses
Number of Dollar Number of Dollar
Line Description Recipients Amount Recipients Amount
(@) (b) © (d) (€) ®
1 |Rooms 75,032 $2,142 0 $0
2 |Food 174,613 2,443 6,297 221
3 |Beverage 426,255 1,109 4,354 44
4 |Travel 0 0 941 46
5 |Bus Program Cash 2,228 60 0 0
6 |[Promotional Gaming Credits 78,125 10,054 0 0
7 [Complimentary Cash Gifts 1,721 326 0 0
8 |Entertainment 3,953 79 0 0
9 [Retail & Non-Cash Gifts 0 0 6,205 104
10 [Parking 0 0 0 0
11 |Other 2,775 41 10,028 340
12 Total 764,702 $16,254 27,825 $755
*No item in this category (Other) exceeds 5%.
12/11 DGE-245



RIH ACQUISITIONS NJ, LLC (The Atlantic Club Casino Hotel)
STATEMENT OF CONFORMITY,
ACCURACY, AND COMPLIANCE

FOR THE QUARTER ENDED JUNE 30, 2013

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.

(O
8/14/2013 6

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

12/11 DGE-249



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”), formerly the Atlantic City Hilton
(“ACH™). 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.

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 would have acquired 100% of the
outstanding membership interests of RIH Acquisitions NJ, LLC. During late 2012 and early 2013, the
Buyer advanced $11.0 million to ACCH for the on-going operations of the Company which has been
reported in Other Current Liabilities on the accompanying balance sheet. The closing of the transaction was
subject to the satisfaction of certain conditions, including receipt of approvals from New Jersey regulatory
authorities and other customary closing conditions. The Agreement was terminated by the Sellers in
accordance with its terms on April 27, 2013. On May 6, 2013, the Buyer filed suit against Seller to prevent
the termination of its acquisition deal and was granted a temporary restraining order preventing the
Company from entering into negotiations with other potential buyers. The temporary restraining order was
lifted by the court in a hearing on May 17, 2013. The Buyer later amended its claims to cease pursuing
equitable remedies.

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.



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

2. Summary of Significant Accounting Policies (continued)
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 six months ended June 30, 2013 and 2012 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.

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 June 30 (in thousands):

2013 2012

GAMING ..ottt ettt bbb b bbb s e bbb bbb s s sttt bbb $ 9,538 $ 11,766
Less: allowance for doubtful aCCOUNTS..........ccoeiiiiiiiiiie e (8,244) (9,713)
1,294 2,053

Non-gaming:
Hotel and related............oceeiininiiee e 270 456
Due from affiliates, Net ... - -
OB bbbt 1,780 2,899
2,050 3,355
Less: allowance for doubtful aCCOUNTS..........ccooiiiiiiiiii e (12) (22)
2,038 3,333
RECEIVADIES, NEL.....c..eiviiie e $ 3332 $ 5386

5. Investments, Advances and Receivables

Components of investments, advances and receivables were as follows at June 30 (in thousands):

2013 2012
CRDA bonds and direCt INVESIMENLES .........ceeiiiuiieiiiii ettt e s snae s $ 12,286 $ 11,500
CRDA GEPOSIES ...ttt sttt b et te b et e s e aeebesbesbe e ene e e eneeneee 2,835 5,962
Valuation @HIOWANCE .........oiuiieiieie ettt (7,026) (7,274)
$ 8,095 $ 10,188

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 six months ended June 30, 2013 and 2012 for discounts on obligations arising in that
period were $290,000 and $244,000, 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 June 30, 2013, ACCH owned $12.2 million face value of bonds, issued by the CRDA and had
$2.8 million on deposit with the CRDA. The majority of the Company’s deposits have been pledged for
specific projects.
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6. Property and Equipment

Components of property and equipment were as follows at June 30 (in thousands):

2013 2012
Land and 1and FIghtS ........ccovciiiiieiicecee et $ 10,018 $ 10,054
Hotels and other BUHAINGS .......cviviiiiiiiceccec s 5,450 14,509
Furniture, fixtures and equipment 4,539 6,242
CONSEIUCLION 1N PIOGIESS ...vveveviviiesiesieeste st e sttt be et e bt resbesbe b b eraeneeneans 1,449 11,113

21,455 41,918
Less: accumulated depreciation (1,077) (4,424)
Net property and equipment $ 20,378 $ 37,494

7. Other Assets

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

2013 2012
$ 231 $ 231
232 728
$ 463 $ 959

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 March 31, 2013.

8. Other Accrued Expenses

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

2013 2012

PAYIONL.... ottt ettt $ 7,547 $ 7,622
Unredeemed CUSTOMET INCENTIVES .......ocicveieiiiiieiciiieestiie e s erte s stee s sbee e s estaessesbaesssreneseans 1,052 1,154
Gaming taXeSs AN FEES .....c.eiiiiieeee e 611 680
NON-gaming taXxeS AN FEES ........eiuiieiii ettt 523 634
REAI ESTALE TAXES ... eeiiitiieiteie ettt e ettt e e ettt e s ettt e s st be e s bt a e s ettt e e s sabe e s sbeaesssbaeessbbeessnbeaessans 1,220 2,276
ORI bbbttt 3,469 3,966

$ 14,422 $ 16,332

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 2012 accrual recorded on the financial statements represents the
amount that was expected to be due at that time. The 2013 accrual represents fees and interest related to an
outstanding real estate tax lien.
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9. Other Current Liabilities

Components of other current liabilities were as follows at June 30 (in thousands):

2013 2012
Unredeemed chip liability............ccocieiiiiiiiiicececcceee s $ 598 $ 579
CRDA OBIIGALION ...t 472 409
(@11 oSO SU T SURR 207 227
DUE 10 AFFITIAIES. ... 7,752 6,351
$ 9,029 $ 7,355

As of June 30, 2013, 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.

10. Debt

Components of debt were as follows at June 30 (in thousands):

2013 2012
CaPItAl IBASES ....vevvveeitetiietee ettt ettt b et e b b $ 1,740 $ 4,878
Real eState TaX 1IN ....o.eiieiiice 3,134 3,278
1o)UY SRS 4,874 8,156
LeSS: CUTENT POFLION ...ttt ettt ettt sttt r e e s (4,874) (559)
LONG TEIM DEDL....coviviviviiiieee ettt bbbttt $ - $ 7,597

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 which has been reported in the current portion of
long-term debt on the accompanying consolidated balance sheets.

The company has financed certain equipment purchases through the use of capital leases with expiration
dates ranging from August 2013 to May 2014.

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 six months ended June 30, 2013 and 2012 has been
recorded. New Jersey state income taxes have been calculated under an alternative minimum assessment of
a percentage of gross revenues (“NJAMA™).

12. Non-Operating Income

During late 2012 and early 2013, the Buyer advanced $11.0 million to ACCH for the on-going operations
of the Company. W.ith the termination of the Agreement, the advances have been reported in Non-
Operating Income on the accompanying statement of operations.

13. 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.
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13. Commitments and Contingencies (continued)
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.

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 six months ended June 30, 2013 and 2012, the Company recognized $724,000 and
$603,000, respectively, related to its portion of the $30 million contribution.

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
June 30, 2013, $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
license to operate ACCH, subject to certain conditions and on-going review.
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