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October 16, 2009

Mr. Jay Hall

Review Board Liaison

Kansas Racing and Gaming Commission
700 SW Harrison, Suite 420

Topeka, KS 66603

Dear Jay:

Attached please find our fiscal impact analysis report for the proposed
Chisholm Creek casino. Our report includes three parts:

e Part 1 summarizes relevant casino information and our findings of
fiscal impact.

e Part 2 shows a comparison of MBA’s findings and those provided by
the Proposer.

e Part 3 is the full fiscal impact analysis providing detailed calculations
of findings shown in Parts 1 and 2. Assumptions and data used in the
estimate of the fiscal impact are also outlined in detail in Part 3.

Please do not hesitate to call if you have any questions.
Sincerely,

Eugenia Larmore

Director

Economic Impact Analysis

Fiscal Impact Analysis
Forensic Accounting
Business Valuation
Gaming Feasibility

Litigation Support

660 Sierra Rose Dr., Ste. 2
Reno, |
P: 775
F: 775
Las Vegas
P: 702-433-6835

www.mbareno.com




TAB 1

SUMMARY OF FISCAL IMPACT
FINDINGS



SUMMARY SHEET-SUMNER COUNTY

CHISHOLM CREEK
Phase 1 Opening August-11
Phase 2 Opening January-15
Casino sq. ft. @ Buildout 95,000
Total sq. ft. @ Buildout 241,280
# Hotel rooms @ Buildout 150
Total Construction Costs $ 116,140,069
Total FF&E $ 71,976,655
# Construction Employees Phase 1 402
# Construction Employees Phase 2 873
# Permanent Employees @ Buildout 1,152
Est. Oper. Payroll - 1st full year $ 37,809,982
Annual visitors-1st full year (Wells/Cummings) 2,470,000
Daily visitors 6,767
GGR-1st full year $ 193,932,500
FISCAL IMPACT SUMMARY-6 YEAR TOTAL
REVENUE
Gaming Contribution (tax) $ 192,357,925
Income Tax Revenue 9,618,505
Property Tax Revenue 10,175,044
Sales Tax Revenue 12,185,917
Room Tax Revenue -
Building Permit Revenue -
Total Revenue (w/o school state aid) $ 224,337,391
State Revenue 190,985,381
Sumner County 21,227,756
Mulvane School District 4,478,946
Fire District #9 520,941
Sedgwick County 7,124,368
COSTS
Sumner Costs $ 9,292,832
Fire District 4,943,998
School District Costs -
SURPLUS/(DEFICIT)
Sumner Costs $ 11,934,924
Fire District (4,423,056)
School District Costs 4,478,946

DEVELOPER CONTRIBUTIONS
Following additional gaming contribution amounts are provided:

1% of GGR to Sumner County on GGR between $300 million and $350 million

2% of GGR to Sumner County on GGR over $350 million

Source-Memorandum of Understanding with Sumner County

Meridian Business Advisors-October 2009
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TAB 2
COMPARISON OF ESTIMATES



State Sumner County  Sedgwick Co. Fire District K-12 Schools

REVENUE:

Gaming Rev. Sharing $ 119,444,099 $ 9,953,675 $ 4,976,837 $ - $ -
Property Tax - 10,780,846 - - -
Sales/Use Tax 3,637,396 545,086 - - -
Income Tax 100,000 - - - -
Lodging Tax - 175,000 - - -
Total $ 123,181,495 $ 21,454,606 $ 4,976,837 $ - $ -
COSTS:

Law Enforcement $ - $ 1,658,020 $ - $ - $ -
Public Works - - - - -
Education - - - - -
Fire Protection/EMS - - - 4,312,420 -
Total $ - $ 1,658,020 $ - $ 4,312,420 $ -
Surplus/(Deficit) $ 123,181,495 $ 19,796,586 $ 4,976,837 $ (4,312,420) $ -

State Sumner County  Sedgwick Co. Fire District K-12 Schools
REVENUE:
Gaming Rev. Sharing $ 170,984,822 $ 14,248,735 $ 7,124,368 $ - $ -
Property Tax 130,409 5,044,748 - 520,941 4,478,946
Sales/Use Tax 10,251,645 1,934,273 - - -
Income Tax 9,618,505 - - - -
School State Aid" . . . . .
Total $ 190,985,381 $ 21,227,756 $ 7,124,368 $ 520,941 $ 4,478,946
COSTS:
Law Enforcement $ - $ 7,070,321 $ - $ - $ -
Public Works - - - - -
Education - - - - -
Fire Protection/EMS - - - 4,943,998 -
Admin. Overhead - 2,222,511 - - -
Total $ - $ 9,292,832 $ - $ 4,943,998 $ -
Surplus/(Deficit) $ 190,985,381 $ 11,934,924 $ 7,124,368 $ (4,423,056) $ 4,478,946

1. No school state aid is estimated as local (property tax) revenue exceeds the required general state aid amount.

*Analysis encompasses a total of 6 years:
Phase 1 which consists of 2 years of construction (2010-11) and 1 year of operations (2012).
Phase 2 which consists of 2 years of construction (2013-14) and 1 year of operations (2015).

Voluntary Contributions: Source-Memorandum of Understanding with Sumner County
Following additional gaming contribution amounts are provided:

1% of GGR to Sumner County on GGR between $300 million and $350 million

2% of GGR to Sumner County on GGR over $350 million

769
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State Sumner County Sedgwick Co.  Fire District = K-12 Schools
REVENUE:
Gaming Rev. Sharing $ 8,615661 $ 717,972 $ 358,986 $ - $ -
Property Tax - 1,375,650 - - -
Sales/Use Tax 261,919 39,417 - - -
Income Tax 20,000 - - - -
Building Fees - 175,000 - - -
Total $ 8,897,580 $ 2,308,039 $ 358,986 $ - $ -
COSTS:
Law Enforcement $ - $ 398,280 $ - $ - $ -
Public Works' - - - - -
Education - - - - -
Fire Protection/EMS - - - 895,520 -
Total $ - $ 398,280 $ - $ 895,520 $ -
Surplus/(Deficit) $ 8897,580 $ 1,909,759 $ 358,986 $ (895,520) $ -
Footnotes:

1. Developer responsible for paying for off-site infrastructure improvements relating to facility and to purchase
necessary public work and public safety equipment. (Source: Memorandum of Understanding with County).

State Sumner County Sedgwick Co. Fire District K-12 Schools

REVENUE:

Gaming Rev. Sharing $ 12,113,760 $ 1,009,480 $ 504,740 $ - $ -
Property Tax 8,312 321,546 - 33,204 285,483
Sales/Use Tax 4,233,232 798,723 - - -
Income Tax 1,401,914 - - - -
School State Aid' - - - - -
Total $ 17,757,217 $ 2,129,749 $ 504,740 $ 33,204 $ 285,483

COSTS:

Law Enforcement $ - $ - $ - $ - $ -
Public Works® - . - - )
Education - - - - -
Fire Protection/EMS - - - - -
Admin. Overhead - - - - -
Total $ % -5 - % - % -

Surplus/(Deficit) $ 17,757,217 $ 2129749 $ 504,740 $ 33,204 $ 285483

Footnotes:

1. No school state aid is estimated as local (property tax) revenue exceeds the required general state aid amount.
2. Developer responsible for paying for off-site infrastructure improvements relating to facility and to purchase
necessary public work and public safety equipment. (Source: Memorandum of Understanding with County).
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State Sumner County Sedgwick Co. Fire District = K-12 Schools
REVENUE:
Gaming Rev. Sharing $ 26,291,289 $ 2,190,941 $ 1,095470 $ - $ -
Property Tax - 2,351,299 - - -
Sales/Use Tax 800,766 119,963 - - -
Income Tax 20,000 - - - -
Building Fees - - - - -
Total $ 27,112,055 $ 4,662,202 $ 1,095470 $ - $ -
COSTS:
Law Enforcement $ - $ 301,680 $ - $ - $ -
Public Works' - - - - -
Education - - - - -
Fire Protection/EMS - - - 821,063 -
Total $ - $ 301,680 $ - $ 821,063 $ -
Surplus/(Deficit) $ 27,112,055 $ 4,360,522 $ 1,095470 $ (821,063) $ -
Footnotes:

1. Developer responsible for paying for off-site infrastructure improvements relating to facility and to purchase
necessary public work and public safety equipment. (Source: Memorandum of Understanding with County).

State Sumner County Sedgwick Co. Fire District = K-12 Schools
REVENUE:
Gaming Rev. Sharing $ 36,341,280 $ 3,028,440 $ 1,514220 $ - $ -
Property Tax 20,620 797,669 - 82,371 708,205
Sales/Use Tax 710,258 134,011 - - -
Income Tax 1,290,213 - - - -
School State Aid" . . . . .
Total $ 38,362,372 $ 3,960,120 $ 1,514,220 $ 82,371 $ 708,205
COSTS:
Law Enforcement $ - $ 1,552,504 $ - $ - $ -
Public Works® - - - - -
Education - - - - -
Fire Protection/EMS - - - 1,107,761
Admin. Overhead - 488,020 - - -
Total $ - $ 2,040,523 $ - $ 1,107,761 $ -
Surplus/(Deficit) $ 38,362,372 $ 1,919,597 $ 1,514,220 $ (1,025,390) $ 708,205

Proposer Consultant  Source: GGR and visitor estimates average of

Estimated GGR $ 117,037,434 $ 151,422,000 Cummings Associates and Wells Gaming Research
Estimated Visitors 2,061,288 1,939,500 estimates, September/October 2009.
Footnotes:

1. No school state aid is estimated as local (property tax) revenue exceeds the required general state aid amount.
2. Developer responsible for paying for off-site infrastructure improvements relating to facility and to purchase
necessary public work and public safety equipment. (Source: Memorandum of Understanding with County).

771
Meridian Business Advisors-October 2009



State Sumner County Sedgwick Co.  Fire District = K-12 Schools
REVENUE:
Gaming Rev. Sharing $ 55380,041 $ 4615003 $ 2,307,502 $ - $ -
Property Tax - 4,702,598 - - -
Sales/Use Tax 1,686,696 252,678 - - -
Income Tax 40,000 - - - -
Building Fees - - - - -
Total $ 57,106,737 $ 9,570,280 $ 2,307,502 $ - $ -
COSTS:
Law Enforcement $ - $ 629,600 $ - $ - $ -
Public Works' - - - - -
Education - - - - -
Fire Protection/EMS - - - 1,707,717
Total $ - $ 629,600 $ - $ 1,707,717 $ -
Surplus/(Deficit) $ 57,106,737 $ 8,940,680 $ 2,307,502 $ (1,707,717) $ -
Footnotes:

1. Developer responsible for paying for off-site infrastructure improvements relating to facility and to purchase
necessary public work and public safety equipment. (Source: Memorandum of Understanding with County).

State Sumner County Sedgwick Co.  Fire District = K-12 Schools
REVENUE:
Gaming Rev. Sharing $ 75985982 $ 6,332,165 $ 3,166,083 $ - $ -
Property Tax 55,637 2,152,249 - 222,250 1,910,860
Sales/Use Tax 4,388,645 828,046 - - -
Income Tax 5,031,790 - - - -
School State Aid' - - - - -
Total $ 85,462,054 $ 9,312,461 $ 3,166,083 $ 222,250 $ 1,910,860
COSTS:
Law Enforcement $ - $ 3,293,792 $ - $ - $ -
Public Works® - - - - -
Education - - - - -
Fire Protection/EMS - - - 2,338,704 -
Admin. Overhead - 1,035,383 - - -
Total $ - $ 4329174 $ - $ 2,338,704 $ -
Surplus/(Deficit) $ 85,462,054 $ 4983286 $ 3,166,083 $ (2,116454) $ 1,910,860
Footnotes:

1. No school state aid is estimated as local (property tax) revenue exceeds the required general state aid amount.
2. Developer responsible for paying for off-site infrastructure improvements relating to facility and to purchase
necessary public work and public safety equipment. (Source: Memorandum of Understanding with County).
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State Sumner County Sedgwick Co. Fire District = K-12 Schools
REVENUE:
Gaming Rev. Sharing $ 29,157,108 $ 2,429,759 $ 1,214,879 $ - $ -
Property Tax - 2,351,299 - - -
Sales/Use Tax 888,016 133,028 - - -
Income Tax 20,000 - - - -
Building Fees - - - - -
Total $ 30,065,123 $ 4,914,086 $ 1,214,879 $ - $ -
COSTS:
Law Enforcement $ - $ 328,460 $ - $ - $ -
Public Works' - - - - -
Education - - - - -
Fire Protection/EMS - - - 888,120 -
Total $ - $ 328,460 $ - $ 888,120 $ -
Surplus/(Deficit) $ 30,065,123 $ 4,585,625 $ 1,214,879 $ (888,120) $ -
Footnotes:

1. Developer responsible for paying for off-site infrastructure improvements relating to facility and to purchase
necessary public work and public safety equipment. (Source: Memorandum of Understanding with County).

State Sumner County Sedgwick Co. Fire District = K-12 Schools
REVENUE:
Gaming Rev. Sharing $ 46,543,800 $ 3,878,650 $ 1,939,325 §$ - $ -
Property Tax 45,840 1,773,283 - 183,116 1,574,398
Sales/Use Tax 919,510 173,492 - - -
Income Tax 1,894,588 - - - -
School State Aid' . . . . .
Total $ 49,403,738 $ 5825426 $ 1,939,325 $ 183,116 $ 1,574,398
COSTS:
Law Enforcement $ - $ 2,224,026 $ - $ - $ -
Public Works® - - - - -
Education - - - - -
Fire Protection/EMS - - - 1,497,533 -
Admin. Overhead - 699,108 - - -
Total $ - $ 2923134 $ - $ 1,497,533 $ -
Surplus/(Deficit) $ 49,403,738 $ 2,902,292 $ 1,939,325 $ (1,314417) $ 1,574,398

Proposer Consultant  Source: GGR and visitor estimates average of

Estimated GGR $ 129,794,817 $ 193,932,500 Cummings Associates and Wells Gaming Research
Estimated Visitors 2,092,254 2,470,000 estimates, September/October 2009.
Footnotes:

1. No school state aid is estimated as local (property tax) revenue exceeds the required general state aid amount.
2. Developer responsible for paying for off-site infrastructure improvements relating to facility and to purchase
necessary public work and public safety equipment. (Source: Memorandum of Understanding with County).
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TAB 3
FISCAL IMPACT ANALYSIS



APPENDIX 1

BUILDOUT ASSUMPTIONS AND ESTIMATED CONSTRUCTION COST

*Hotel square footage average of Harrah's, Marvel, and Penn National 2008 gaming applications of 724 sq. ft. per room, including open space.
**Restaurant square footage from Harrah's, Marvel, and Penn National 2008 gaming applications data for multi-venue restaurant and bar.
Source: Unless otherwise noted, Phase 2 construction data from Chisholm Matrix, September 2009.
. Phase 1: Construction costs estimated using above square footages and cost breakdown provided by the developer in its template document
(land is added in year 1, 33% of building costs are added in year 1, and remainder in year 2, FF&E added in year 2):
Land Building FF&E* Total**
$ 5,755,000 $ 49,232,000 $ 47,987,000 $ 102,974,000
*FF&E-furniture, fixtures and equipment, includes gaming equipment which is allocated to casino.
**Total amount does not equal investment amount as the analysis excludes soft costs such as pre-opening, A & E, project overhead
and public sector infrastructure costs for property tax calculation purposes.
Source: Developer's application template. 775

AT FULL DEVELOPMENT
SQUARE FEET EST. TAXABLE ESTIM. CONSTR. FF&E
YEAR USE TYPE CONSTRUCTED CONSTR. COST MATERIALS COST PURCHASES
Year 1 Casino - $ 16,084,486 $ 8,042,243  § -
Restaurants - - - -
Hotel - - - -
Convention - 6,081,181 3,040,590 -
Subtotal - 22,165,667 11,082,833
Year 2 Casino 57,475 23,816,756 11,908,378 34,821,701
Restaurants - - - -
Hotel - - - -
Convention 21,730 9,004,578 4,502,289 13,165,299
Subtotal 79,205 32,821,333 16,410,667 47,987,000
Year 3 Casino - - - -
Restaurants - - - -
Hotel - - - -
Convention - - - -
Subtotal - - - -
Year 4 Casino - 7,731,238 3,865,619 -
Restaurants - 824,116 412,058 -
Hotel - 22,364,447 11,182,224 -
Convention - 2,472,348 1,236,174 -
Subtotal - 33,392,149 16,696,075 -
Year 5 Casino 37,525 6,427,447 3,213,724 5,554,292
Restaurants 4,000 685,138 342,569 592,063
Hotel 108,550 18,592,922 9,296,461 16,067,111
Convention 12,000 2,055,413 1,027,706 1,776,189
Subtotal 162,075 27,760,920 13,880,460 23,989,655
|TOTAL 241,280 $ 116,140,069 $ 58,070,034 $ 71,976,655 |
APPENDIX 1, ASSUMPTIONS:
1. Construction of the development is estimated to take place in 2 Phases.
Phase 1: 20-month construction period (January 2010 thru August 2011):
Sq. Footage Other Information
Casino 57,475 1,300 slot machines, 30 table games
Restaurants 21.730 3 restaurants
Total 79,205
Source: Developer's application template.
Phase 2: Analysis assumes 18-month construction period (July 2013 to January 2015):
Sq. Footage Other Information
Casino 37,525 200 slot machines, 20 table games
Restaurants 4,000 multi-venue restaurant and bar
Hotel* 108,550 150 rooms
Convention 12,000 meeting and entertainment venue
Total 162,075



APPENDIX 1
BUILDOUT ASSUMPTIONS AND ESTIMATED CONSTRUCTION COST
AT FULL DEVELOPMENT

Phase 2: Total construction cost of $100 million is provided in Chisholm Matrix dated September 2009, cost breakdown percentages from
developer's application template (land is added in year 4, 33% of building costs are added in year 4, and remainder in year 5, FF&E added in year 5):

Land Building FF&E Total*
$ 19,511,690 $ 41,641,379 $ 23,989,655 $ 85,142,724
*Total amount does not equal investment amount as the analysis excludes soft costs such as financing costs and professional fees.
3. Construction materials cost estimated at 50% of construction costs. This cost is estimated for

sales tax purposes. Source: Discussions with commercial developers in Nevada.
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APPENDIX 5
STATE INCOME TAX REVENUE

ESTIMATED ESTIMATED STATE OF
PAYROLL PAYROLL/ KANSAS INCOME
YEAR EXPENDITURES EMPLOYEE TAX REVENUE
Year 1 Construction $ 9,274,978 $ 23,088 $ 413,975
Operating - - -
Subtotal 9,274,978 23,088 413,975
Year 2 Construction 13,561,402 34,632 689,686
Operating 8,521,487 9,751 298,252
Subtotal 22,082,889 987,938
Year 3 Construction - - -
Operating 26,403,936 30,220 1,290,213
Subtotal 26,403,936 1,290,213
Year 4 Construction 15,576,484 23,781 703,340
Operating 27,186,679 31,034 1,339,617
Subtotal 42,763,163 2,042,957
Year 5 Construction 31,152,968 35,671 1,596,712
Operating 28,013,546 31,914 1,392,121
Subtotal 59,166,514 2,988,833
Year 6 Construction - - -
Operating 37,809,982 32,831 1,894,588
Subtotal 37,809,982 1,894,588
|TOTAL $ 197,501,462 $ 9,618,505 |
APPENDIX 5, ASSUMPTIONS:
1. Phase 1: Estimated construction payroll is provided by the Developer at $ 22,836,380

during the construction phase of the project. This includes salaries only, no benefits are included.
The following payroll per employee data is estimated

Year 1 Year 2
Payroll $ 9,274,978 $ 13,561,402
Average Employees 402 392
Payroll/Employee $ 23,088 $ 34,632

Source: Developer's application template.
Phase 2: Construction employees and salary estimated using construction data provided by developer in Phase 1.

Phase 1 Sq.Ft. Construction Payroll $ 22,836,380
Phase 1 Square Feet 79,205
Payroll/Sq.Ft. $ 288.32
Phase 2 Sq.Ft. Constructed 162,075
Year 4 Year 5
Payroll $ 15,576,484 $ 31,152,968
Average Employees 655 873
Payroll/Employee $ 23,781 $ 35,671
Salaries inflated 3% from the salary amount provide in Phase 1.
2. Phase 1: Estimated on-going operating payroll is estimated at $ 26,403,936 per year at full year of
operation for 874 FTE employees. This includes salaries only, no benefit costs are included.
Benefits are estimated at 33.60% of salaries. Source: Developer's template.
The following payroll per employee data is estimated
Year 2 Year 3 Year 4 Year 5 Year 6
Payroll $ 8,521,487 $ 26,403,936 $ 27,186,679 $ 28,013,546 $ 28,877,207
Ave. Employees 874 874 876 878 880
Payroll/Empl. $ 9,751 $ 30,220 $ 31,034 $ 31,914 $ 32,831

Source: Developer's application template.
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APPENDIX 5
STATE INCOME TAX REVENUE

Phase 2: Operating employees and salary data estimated using employment data provided by developer in Phase 1.

Phase 1 Sq.Ft. Phase 1 Employees Sq.Ft./Employee Phase 2 Sq.Ft.
Restaurants 21,730 239 91 4,000
Employees/Slot Source Phase 2 Slots
Casino 0.7 Source: Average all Kansas applicants, 2008 200
Sq.Ft./Employee Source Phase 2 Sq.Ft.
Hotel 1,515 Average Harrah's, Marvel, Penn employees/hotel 108,550
Convention 730 Average Harrah's, Marvel, Penn employees/entert. 12,000
Total 23,976 124,750
Additional Phase 2 Total Year 6
Payroll $ 8,932,775 $ 37,809,982
Average Employees 272 1,152
Payroll/Employee $ 32,831 $ 32,831

3. Personal income tax revenue for the State is estimated as follows, using a 2008 schedule:
For a single person:
Taxable income between $0 and $15,000 is taxed at 3.5%
Taxable income between $15,000 and $30,000 is taxed at 6.25% plus the tax calculated on the first $15,000
Taxable income over $30,000 is taxed at 6.45% plus the tax calculated on the first $30,000
Source: Kansas Department of Revenue. 2008 Kansas Individual Income Tax schedule.

Phase 2 Employees
44

Phase 2 Employees
140

Phase 2 Employees
72
16
272
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APPENDIX 6
SUMMARY OF ESTIMATED REVENUE

STATE OF SUMNER SEDGWICK FIRE OTHER MULVANE
YEAR KANSAS COUNTY COUNTY DISTRICT #9 DISTRICTS SCHOOL DIST.
Year1  Property Tax $ - $ - $ - - - $ -
Sales Tax 587,390 110,828 - - - -
Gaming Revenue - - - - - -
Income Tax Revenue 413,975 - - - - -
Subtotal 1,001,366 110,828 - - - -
Year 2  Property Tax 8,312 321,546 - 33,204 29,092 285,483
Sales Tax 3,645,841 687,895 - - - -
Gaming Revenue 12,113,760 1,009,480 504,740 - - -
Income Tax Revenue 987,938 - - - - -
Subtotal 16,755,852 2,018,921 504,740 33,204 29,092 285,483
Year3  Property Tax 20,620 797,669 - 82,371 72,170 708,205
Sales Tax 710,258 134,011 - - - -
Gaming Revenue 36,341,280 3,028,440 1,514,220 - - -
Income Tax Revenue 1,290,213 - - - - -
Subtotal 38,362,372 3,960,120 1,514,220 82,371 72,170 708,205
Year4  Property Tax 21,239 821,599 - 84,842 74,336 729,451
Sales Tax 1,620,221 305,702 - - - -
Gaming Revenue 37,431,518 3,119,293 1,559,647 - - -
Income Tax Revenue 2,042,957 - - - - -
Subtotal 41,115,935 4,246,594 1,559,647 84,842 74,336 729,451
Year 5  Property Tax 34,398 1,330,650 - 137,408 120,393 1,181,409
Sales Tax 2,768,424 522,344 - - - -
Gaming Revenue 38,554,464 3,212,872 1,606,436 - - -
Income Tax Revenue 2,988,833 - - - - -
Subtotal 44,346,119 5,065,866 1,606,436 137,408 120,393 1,181,409
Year 6  Property Tax 45,840 1,773,283 - 183,116 160,441 1,574,398
Sales Tax 919,510 173,492 - - - -
Gaming Revenue 46,543,800 3,878,650 1,939,325 - - -
Income Tax Revenue 1,894,588 - - - - -
Subtotal 49,403,738 5,825,426 1,939,325 183,116 160,441 1,574,398
|TOTAL $ 190,985,381 $ 21,227,756 $ 7,124,368 520,941 456,432 $ 4,478,946 |

APPENDIX 6, ASSUMPTIONS:

1. State of Kansas revenue includes 2% gaming contribution revenue for problem gambling fund.

2. Other Districts includes Recreation Commission and Udall Community Building districts.
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APPENDIX 10
MULVANE SCHOOL DISTRICT, 263
ESTIMATED NUMBER OF NEW STUDENTS

ESTIMATED NUMBER OF
TOTAL NO. OF NEW # OF NEW # OF NEW
YEAR EMPLOYEES EMPLOYEES HOUSEHOLDS STUDENTS
Year 2 874 130 130 130
Year 3 874 130 130 130
Year 4 876 130 130 130
Year 5 878 130 130 130
Year 6 1,152 130 130 130
APPENDIX 10, ASSUMPTIONS:
1. Number of employees is provided by the Developer (application template).
Analysis assumes only Professional, Manager, Executive and Technician positions will be new to the area. Other jobs
will be filled by existing Sumner County residents. Existing residents are not expected to generate additional students for
the School District.
2. The analysis uses a student per household ratio of 1.00 to estimate the number of

new students added to the school district by this development. Source: Richard Flores, Mulvane School District, 2008.

. The analysis assumes no fiscal impact on K-12 school districts due to the following reasons:

a. The Wichita MSA had 29,700 unemployed people as of August 2009 (Kansas Dept of Labor) indicating
that the labor force availability is more than sufficient to fill new jobs, eliminating the need to import new workers
who may impact the school districts.

b. It is estimated that 130 jobs will be filled by out-of-area employees.

c. Sumner County: Between 2003-04 and 2008-09, the County school districts experienced a decrease in
enrollment of 262 students. KU's Institute for Policy and Social Research estimates a decreasing population in the
County through 2030, thus freeing up more K-12 capacity to absorb casino employees' children.

d. Sedgwick County: Between 2005-06 and 2008-09, County school districts experienced a decrease in
enrollment of 1,310 students. KU's Institute for Policy and Social Research estimates an increasing population in the
County, 12,000 new residents over the next five years.

e. In 2008, the Mulvane School District alone had an existing capacity of 155 students, 25 in grade school, 100 in middle

school and 30 in High School.
Source: Richard Flores, Mulvane School District.
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APPENDIX 11
MULVANE SCHOOL DISTRICT, 263
ESTIMATED SURPLUS/DEFICIT TO STATE

STATE LOCAL GENERAL TOTAL
YEAR FINANCIAL AID EFFORT STATE AID COSTS
Year 1 $ - $ - $ - $ -
Year 2 137,071 285,483 - -
Year 3 548,299 708,205 - -
Year 4 548,340 729,451 - -
Year 5 548,382 1,181,409 - -
Year 6 548,425 1,574,398 - -
ITOTAL $ 2,330,516 $ 4,478,946 $ = $ S

APPENDIX 11, ASSUMPTIONS:

1. FY 09-10 State Financial Aid amount is estimated at $ 4,218 per pupil.
Source: Dale Dennis, Deputy Commissioner, Kansas Department of Education. See Appendix 10 for student estimates.
State Financial Aid is estimated starting in the last quarter of Year 2.

2. Local Effort includes school districts' property tax revenue only; other revenue sources are a small percentage of the
total and are not estimated. Property tax revenue estimated for Kansas City School Districts in Appendix 2.

3. General State Aid is estimated by subtracting Local Effort revenue from State Financial Aid revenue. As the Local
Effort revenue exceeds State Financial Aid revenue, no General State Aid revenue is estimated.
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Chisholm Creek Responses
To Requests From the
Lottery Gaming Facility Review Board
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Chisholm Creek Casino Resort Response to the
KANSAS LOTTERY GAMING FACILITY REVIEW BOARD
Response to September 17, 2009 Inquiry

September 21, 2009

Prepared by
Lakes Entertainment, Inc.
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Contents

The following inquiries were provided to the Applicant by Mr. Stephen Martino on
behalf of the Kansas Lottery Review Board on September 17, 2009. This document

contains the responses to those inquires.
Question
1. Explain the equity ownership positions of all parties.

2. Outline nongaming amenities found in the first phase of all the
casinos developed, constructed or opened by the Lakes.

3. Explain how the applicant intends to spend the remaining $100
million of its initial capital investment requirement.

4. Explain if Och-Ziff and Clairvest are investing from cash reserves
or if they are seeking debt financing from another source to make
their equity contributions to the proposal.

5. Explain contingency plans in place should Lakes not raise enough
money in its stock offering to cover its capital commitment to the
proposal.

6. Explain the involvement in this project by individuals and entities
that were participating in the Prairie Sky proposal under the name
Double Down. Individuals or companies included in this could
include McPherson Contractors, MRV, Equity Ventures, Nancy
Seitz, Bruce Christiansen, Bruce McPherson, Michael McPherson,
James Walker and Jeffrey Ungerer. Indicate if any of these groups
or individuals has an equity interest now. Explain if these groups
have they been approached to have an equity interest in phase 11?
Explain if there are any relationships -- contractual, written or
otherwise -- between the applicant, Chisholm Creek, and any of these
individuals or entities.

7. Submit the entire consultant study that was commissioned by the
applicant to assess potential income of the proposal including gross
gaming revenue. Include the methodology for these studies.

8. Outline Phase Il financing plans.

9. Submit electronic copies of all drawings and renderings shown
yesterday.
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1. Explain the equity ownership positions of all parties.

Foxwoods
Development
Company, LLC

100%

Kansas Gaming
Holdings
Investor LLC!

FDC Chisholm
Creek, LLC?

Lakes Kansas

Casino CVG Kansas Kansa}s Gaming
Management, Gaming LLC* Holdings LLC
LLcd

[17]% L33]% [50]%%

Lakes Kansas
Casino
Management,
LLC?

1 Manager 1 Kansas Gaming
Partners, LLC

100%

Chisholm Creek
Casino Resort, LLC

(1) Subsidiary of Och-Ziff Real Estate.

(2) FDC Chisholm Creek, LLC is entitled to a promoted interest after Kansas Gaming Holdings Investor LLC receives
a preferred return.

(3) Subsidiary of Lakes Entertainment, Inc.

(4) Clairvest investment entity.
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2. Outline nongaming amenities found in the first phase of all the

casinos developed, constructed or opened by the Lakes.

The charts below illustrate the size and scope of past Lakes Entertainment projects. The
top chart illustrates the amenities included at the opening of each project. The second
chart illustrates amenities added in following phases. Pages in this section following the

chart include photos and a description of the projects. Note:

Entertainment operated as Grand Casinos.

prior to 1998 Lakes

Ex | E £ £ £E.| £ | E Z = 2 E <
Phase One Totals =3 s 'é = £ == = E; = 'g = E 3 E = % = i =
52 S | E3 | B | 5z | E& | EF = |22 = =
Hotel Rooms 0 0 0 0 0 0 756 1,500 0 165 0
RV Spaces 0 272 0 0 0 0 0 0 0 0 0
Restaurants 3 4 5 6 3 3 6 6 0 6 6
Restaurant Seats 690 1,180 980 1,200 750 530 1,650 1,600 0 910 1,010
Valet Yes Yes Yes Yes Yes Yes Yes Yes No Yes Yes
Parking Spaces 1,700 1,800 2,800 3,100 1,350 1,500 5,000 4,000 75 4,400 3,600
Golf Course No No No No No No Yes No No No No
Meeting Sq. Ft. 0 0 0 0 0 0 0 0 1,200 0
Entertainment Sq. Ft. 1,200 2,000 0 0 1,500 2,000 5,000] 40,000 0 1,600 2,000
Retail Qutlets 1 1 1 1 1 1 1 35 0 4 1
Retail Sq. Ft. 1,000 1,000 2,000 1,500 1,200 1,200 2,000] 120,000 0 7,000 1,500
Spa/Pool Sq. Ft. 0 0 0 0 0 0 0 5,000 0 0 0
Child Care 6,000 0 5,000 5,000 0 6,000 0 0 0 8,000 8,000
Arcade 3,000 0 2,500 2,500 0 3,000 0 0 0 4,000 4,000
Totals After &S E2 | Fs | &z | &3 | 8 | &¢ B c 2 S 8 Z 2
" 22 |2t |25 |32 | 28| 38 | =5 | § |2 | %: | =3
Additional Phases S = = :I:E ERE s & = 2 = E = :3 = ;E 5 5 E T 5
6% |57 | & |6 | 57|67 |5 a |° | =8 |~
Hotel Rooms 284 454 1,000 1492 220 380 1,356 1,500 0 165 0
RV Spaces 0 272 0 0 227 256 200 0 0 0 0
Restaurants 4 5 7 8 5 6 6 6 1 6 6
Restaurant Seats 810 1,230 1,280 1,450 950 1,200 1,650 1,600 35 910 1,100
Valet Yes Yes Yes Yes Yes Yes Yes Yes No Yes Yes
Parking Spaces 1,900 2,300 3,500 3811 2,250 3,000 7,213 4.000 300 4,400 3,600
Golf Course No Yes Yes Yes Yes Yes Yes No No No No
Meeting Sq. Ft. 18,000 11,000 9.000| 17000 5,000 10,000 62,000 0 1,200 0
Entertainment Sq. Ft. 1,200 20,000 12,0000 62,000 31,000 12,000] 45000 40000 0 1,600 2,000
Retail Outlets 1 1 3 & 1 1 3 35 0 3 1
Retail Sq. Ft. 1,000 2,000 6,500 8,500 1,200 1,200 5,000] 120,000 0 6,000 1,500
Spa/Pool Sq. Ft. 2,500 2,500 12,0000 10000 5,000 5,000 20,000 5,000 0 0 0
Child Care Sq. Ft. 6,000 8,000 8,000 8,000 6,000 6,000 10,000 0 0 8,000 8,000
Arcade Sq. Ft. 3,000 4,000 4.000 4.000 3,000 3,000 4.000 0 0 4,000 4.000
T —4—
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Grand Casinos opened Grand Casino Mille Lacs in Onamia, Minnesota in 1991. Grand
Casinos designed, constructed and managed Grand Casino Mille Lacs for the Mille Lacs
Band of Ojibwe Indians.

At opening the casino included a 400-seat bingo area, three restaurants, a Kids Quest and
a Grand Arcade. Shortly after opening a 175-room luxury hotel was added. While Grand
Casinos managed the property, the size grew from approximately 13,000 square feet to
40,000 square feet of casino gaming space.
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Grand Casino Hinckley opened in Hinckley, Minnesota in 1992. Grand Casino Hinckley
was designed, constructed and managed for the Mille Lacs Band of Ojibwe Indians.

At opening the casino included four restaurants, two full-service bars, a lounge and an
RV Resort with fully furnished rental units. An expansion in 1994 included a 5,000 seat
amphitheater; 154 room hotel; a Kids Quest expansion and non-smoking slot gaming
space. In 1995, an 18-hole golf course was opened and an indoor lodge and swimming
pool were added to the RV Resort.

<& ~6— -
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Grand Casino Gulfport opened in January, 1993. Grand Casino Gulfport was Grand
Casino’s first company-owned property. Amenities offered at Grand Casino Gulfport
included a Kids Quest, a Grand Arcade, seven restaurants and a poker room.

In May 1995, America Live, a tri-level entertainment complex, opened adjacent to the
casino. America Live offered a variety of entertainment options including two dining
venues, dancing to live music, a comedy club and a dueling piano club with sing-along
entertainment.

A 400-room, full-service hotel opened at October 1995. Every guest room in the 17-story
hotel featured a view of the Gulf of Mexico. The hotel also included the Grand Spa, an
indoor pool and jacuzzi, the Crab House restaurant, specialty shops and 9000 square feet
of flexible banquet space. In 1999, a 1,800 acre recreation area was developed as a shared
resource for Grand Casino Gulfport and Grand Casino Biloxi. This area included a Jack
Nicklaus championship golf course, a clubhouse, sporting clays shooting facility and golf
academy.

<& ~7- -
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Grand Casino Biloxi opened in January 1994, just 15 miles up the coast from its sister
facility in Gulfport. Grand Casino Biloxi was a three-story facility with a Kids Quest, a
Grand Arcade, six restaurants and a poker room.

In March 1995, an 1800-seat theater complex was opened adjacent to the casino. The
Biloxi Grand Theater was home to Las Vegas style production shows and also used for
special events such as headline acts, local civic activities, conventions and festivals.

In April 1995, the 500-room, 12-story Grand Casino Biloxi Hotel opened. The hotel
offered amenities found in finer hotels including an outdoor pool, full-service Grand Spa,
a variety of specialty shops and the Crab House restaurant overlooking the Gulf of
Mexico. Nearly 17,000 sq. ft. of meeting and banquet space was also available for groups
and conventions.

Yol -8—
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Grand Casino Avoyelles opened in June 1994 and was owned by the Tunica-Biloxi Tribe
of Louisiana. It was located in Marksville, in east central Louisiana. Grand Casino
Avoyelles opened with three restaurants, an entertainment lounge and a poker room.

In 1995, a new wing was added to the casino which housed a Kids Quest and Grand
Arcade. Then in 1996, a 220 room hotel with an outdoor swimming pool, fitness center
and meeting facilities was added by an independent company.

<o -9- -
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Grand Casinos Inc. designed and constructed Grand Casino Coushatta for the Coushatta
Tribe of Louisiana. At opening in 1995 the casino offered three restaurants, an
entertainment lounge, Kids Quest and a Grand Arcade.

Just six months after opening, a 27,000 square-foot expansion was added to the casino to
house additional games and dining option in order to keep pace with the demand.

<& -40- -
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Grand Casinos opened Grand Casino Tunica in June 1996 as the closest gaming facility
to the Memphis market. At the time, it was the largest casino between Atlantic City and
Las Vegas. Also, it was the largest floating casino in the world.

The facility consisted of three connected casinos with different themes. The resort
included 756 hotel rooms; an entertainment barge; restaurants; entertainment lounges; a
Kids Quest; a Grand Arcade; a golf course; and swimming and recreational facilities.

AU/ 11 :
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A majority Owned affiliate of Grand Casinos, Stratosphere Corporation, constructed an
integrated casino/hotel and entertainment complex located at the north end of the Las
Vegas Strip.

The Stratosphere included the 1,149-foot Stratosphere Tower, the tallest free-standing
observation tower in the United States. The complex included a 1,500-room hotel, a
118,000-square-foot casino and a 160,000-square-foot retail and entertainment center. It
also featured indoor and outdoor observation decks, a revolving restaurant, cocktail
lounge, three wedding chapels and two thrill rides.
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In May 2006 Lakes Entertainment began managing Cimarron Casino for the lowa Tribe
of Oklahoma. As part of the managerial responsibilities, Lakes oversaw the remodel of
the existing facility. Regulatory constraints prohibited the expansion of the existing
building’s size or changes to the exterior. However, using the existing building, Lakes
was able to increase the game count from 150 to over 300, add a snack bar and provide a
training space for employees. Revenues have increased dramatically. Lakes is currently
working with the lowa Tribe to develop a larger facility between Tulsa and Oklahoma
City, Oklahoma.
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In August of 2007, Lakes Entertainment opened and began managing Four Winds Casino
Resort in New Buffalo, Michigan for the Pokagon Band of Potawatomi Indians. The
resort is located just over one hour east of Chicago on 1-94 at Michigan Exit 1. The
property consists of 3000 slots machines, 100 table games, a poker room, six restaurants,
retail space and a 165-room hotel.

Four Winds continues to be one of the leading properties in the entire region today. This
has been due in part to a rapidly growing and loyal customer base. After a year and a half
of operation, the property boasted over half a million members in its loyalty club. In
internal surveys, gamblers in the region consistently ranked Four Winds the most
desirable casino resort in the region and many local tourism publications have named it
the best casino in the area. More than a third of the casino’s customers are from the
Chicago area and drive past multiple other casino to reach Four Winds.
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Lakes oversaw the development, design, construction and now manages Red Hawk
Casino just outside of Sacramento, California for the Shingle Springs Band of Miwok
Indians. The property opened in December of 2008. The facility consists of 2,100 slot
machines, 75 table games and six restaurants.

Construction of this project took approximately 18 months. The site’s unique location
required the construction of a multi-million dollar interchange to connect to Highway 50.
The location also dictated the construction of a multiple tiered parking ramp and a two-
level casino design. As part of the opening, Lakes screened over 20,000 applicants to fill
nearly 2,000 jobs; conducted free table games dealer schools; and hosted vendor fairs for
local businesses.

Currently over 300,000 people visit the property each month including nearly 20,000 bus
passengers traveling over 100 miles from San Francisco.

g '15 LAKES «s
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3. Explain how the applicant intends to spend the remaining $100 million of its
initial capital investment requirement.

Build out of Phase Il would include additional gaming floor space, food & beverage
outlets, the hotel, and related infrastructure improvements. The sequencing of such
build-out would be based on the Applicant’s experience with Phase | — for example, if
Applicant receives guest feedback to indicate that there is demand for more F&B venues,
Applicant’s priority would be to add such amenities. Applicant believes that phasing in
this manner will allow it to best provide the optimal package of amenities for the market.
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4. Explain if Och-Ziff and Clairvest are investing from cash reserves or if they are
seeking debt financing from another source to make their equity contributions to
the proposal.

Cash. Och-ziff and Clairvest are private equity funds and have committed capital from
their institutional limited partners that they have complete discretion to invest.

T 17 :
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5. Explain contingency plans in place should Lakes not raise enough money in its
stock offering to cover its capital commitment to the proposal.

Och-Ziff and Clairvest have sufficient resources to make the capital contribution, and
have the right to make such contribution under the limited liability company agreement.

A 18 :
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6. Explain the involvement in this project by individuals and entities that were
participating in the Prairie Sky proposal under the name Double Down. Individuals
or companies included in this could include McPherson Contractors, MRV, Equity
Ventures, Nancy Seitz, Bruce Christiansen, Bruce McPherson, Michael McPherson,
James Walker and Jeffrey Ungerer. Indicate if any of these groups or individuals
have an equity interest now. Explain if these groups have they been approached to
have an equity interest in phase 11? Explain if there are any relationships --
contractual, written or otherwise -- between the applicant, Chisholm Creek, and any
of these individuals or entities.

These individuals have no equity ownership in Applicant, nor any agreement with
Applicant to provide equity for the project. Applicant believes that their development
and local experience can be valuable in constructing the project, and has engaged these
individuals to perform certain pre-development consulting services for Applicant. As
was indicated in the Amendment, they may also be given the opportunity to invest a
small amount of equity (e.g., 4.9%), but there is currently no agreement (written or
otherwise) regarding any such investment, and any such investment would also be subject
to the approval of the Kansas Lottery Commission and the Kansas Racing and Gaming
Commission.
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7. Submit the entire consultant study that was commissioned by the applicant to
assess potential income of the proposal including gross gaming revenue. Include the
methodology for these studies.

We believe we have taken a realistic and conservative approach in preparing our Phase |
projections based largely on an Innovation Group study. The scope and timing of some
components has changed from when Innovation Group did their study to what is now
1,300 slot machines, 30 table games, no poker, a buffet, a steakhouse and a snack bar for
Phase | and Phase 1l being developed as market demands over the 144 months after
opening. Our projections have been updated to reflect the new scope.

The Innovation Group was commissioned and completed a market analysis for gamer
visitation and gross gaming revenue in April 2009 based on two phases:

1. Phase I — 1,300 slot machines, no table games and food court

2. Phase Il — Starting in year 2, and depending on market demands, we anticipate the
facility would have 2,000 slot machines, 50 table games, 10 poker tables, a buffet,
a steakhouse and food court

Although the timing and components have changed from Phase I in the Innovation study
to now contain table games & additional food venues, many of the components of the
original study are still valid.

We have taken a conservative approach by using the original Phase | as the baseline for
slot revenue for year 1, adding table game revenue for 30 tables based on the win per unit
per day of the 50 table phase Il. In preparing gaming revenue projections for this project,
the market areas, participation rates (propensity & frequency) and win per visit were
largely kept intact with the original Phase | Gravity Model with a few adjustments for
Year 1.
The adjustments include:

1. Adding 30 tables with a win per unit per day (WPUPD) of $983.56. This is the

same table game WPUPD that was in Phase Il Innovation study

2. Adjusting the gravity model in year 1 to reflect additional table game revenue:

a. Added Oklahoma City at 50% of what was in Phase Il of the Innovation
study. Oklahoma City was added due to the addition of table games that
aren’t currently available in the state of Oklahoma such as no ante table
games and craps with dice

b. Primary market — propensity-frequency and win per guest were adjusted to
reflect the addition of table games and additional food outlets which will
increase the attractiveness and visitation to the casino

3. The new participation rate for the primary market and participation rates from
Phase | was used against each year’s population estimate to calculate the
visitation from each area.
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4. Win per guest for each market area was increased 3% per year, per the inflation
template assumption from the Kansas Racing and Gaming Commission.

5. From the Innovation population estimates, 2011 is assumed to be the first full year
of operation

6. Please note the matrix reflects calendar years with a September 2011 opening. As
a result, 2011 reflects 4 months of the first full year of operations and 2012
contains 8 months of the first full year and 4 months of the second full year. (Full
year data in Exhibit 2)

7. In addition to the gamer visits calculated by the gravity model, non-gaming
visitors are assumed to be 10% of non-gaming and 20% of tourist visitors

8. Non gaming revenue, payroll, FTE’s and operating expense were derived from
manager’s internal models

The following Exhibits are attached to support the revenue and visitation estimates

e Exhibit 1 Chisholm Creek — First Full Year — gravity model for the first full year
of operation. The population from 2011 was used to calculate the number of
visits

e Exhibit 2 — Chisholm Creek Full Year Visitation and Gaming Revenue — contains
full year data for each of the first 5 years of operation. In the matrix this
information is prorated over the calendar year

e Exhibit 3 - Full Year 1 Innovation Study 1,300 Machines and Food Court — This
is the Phase | 2011 gravity model and revenue build from the Innovation Group
study

e Exhibit 4 — Full Year 2012 Innovation Study — 2,000 Machines, 50 Table Games,
10 Poker, Buffet, Steakhouse & Food Court — This is the Phase 11 2012 gravity
model and revenue build from the Innovation Group Study

e Exhibit 5 - Market Area Map — Market area approximates 100 miles as defined by
Innovation Group.
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Exhibit 1 — Chisholm Creek — First Full Year

Chisholm Creek Model (1300 machine with Adjustments)
Population
Range Propensity Frequency WPG 2008 2009 2010 2011 2012 2013 2014 2015
Primary 50 36.38% 13.24 $ 59.48 386,389 388,990 391,608 394,165 396,791 399,435 402,123 404,830
Secondary North 100 21.44% 812 $ 92.26 80,777 80,597 80,416 80,235 80,055 79,876 79,698 79,519
Salina 100 18.79% 743 S 92.20 83,988 83,734 83,480 83,223 82,970 82,717 82,466 82,216
Secondary North East 100 22.52% 866 S 78.38 50,618 50,629 50,639 50,649 50,660 50,670 50,681 50,691
Secondary South East 50 22.35% 8.15 $ 87.96 14,426 14,355 14,284 14,212 14,141 14,071 14,002 13,932
Tertiary East 100 13.69% 6.60 $ 97.38 52,018 51,739 51,461 51,178 50,901 50,625 50,353 50,083
Secondary South 50 33.58% 11.98 $ 56.83 42,184 42,021 41,859 41,694 41,532 41,370 41,210 41,051
Secondary West 50 23.91% 878 $ 84.68 18,442 18,335 18,228 18,119 18,013 17,907 17,803 17,699
Tertiary West 100 19.82% 7.60 $ 96.20 32,156 32,055 31,953 31,851 31,750 31,649 31,549 31,450
Oklahoma Northern 100 43.41% 1472 $ 53.34 59,634 59,178 58,725 58,260 57,809 57,362 56,923 56,488
Oklahoma Tertiary 100 25.21% 932 $ 76.88 168,133 169,218 170,309 171,376 172,471 173,573 174,693 175,819
988,765 990,847 992,962 994,962 997,093 999,255 1,001,500 1,003,779
Market
Gamers Visits Revenue Capture Visits WPG Revenue
Primary 50 143,378 1,898,477 $ 112,927,526 71% 1,349,281 $ 6116 82,525,495
Secondary North 100 17,199 139,626 $ 12,881,849 41% 57,610 $ 72.26 4,162,767
salina 100 15,640 116,282 $ 10,720,955 19% 21,930 $ 78.94 1,731,149
Secondary North East 100 11,405 98,754 $ 7,740,504 10% 10,087 $ 75.42 760,750
Secondary South East 50 3,177 25,900 $ 2,278,106 27% 6,958 $ 72.15 501,990
Tertiary East 100 7,004 46,253 $ 4,504,344 11% 5073 $ 90.52 459,218
Secondary South 50 14,001 167,750 $ 9,533,345 81% 136,540 $ 53.94 7,365,150
Secondary West 50 4332 38,046 $ 3,221,913 52% 19,848 $ 67.61 1,341,844
Tertiary West 100 6,312 47,989 $ 4,616,567 32% 15,466 $ 78.35 1,211,736
Oklahoma Northern 100 25,292 372,234 $ 19,855,069 2% 7,309 $ 66.83 488,431
Oklahoma Tertiary 100 43,207 402,562 $ 30,948,363 11% 45,058 $ 78.37 3,531,292
290,947 3,353,873 219,228,541 50% 1,675,160 $ 62.13 104,079,822
Hotel
Inventory Occupancy Demand Capture Gamer Room n Win per night Visits (1.5 adult per room)
Overnight 8,245 70.00% 2,106,522 2.93% 61,616 $ 95.02 92,424 $ 5,855,039
Traffic Intercept AADT Pass through  Adults/vehicle  Capture Gamer Visit ~ Win per Visit
Interstate 35 19,059 60.00% 141 0.90% 53,176 $ 46.80 53,176 $ 2,488,657
Oklahoma City Population Propensity Gamers Frequency Visits
877,150 2.2% 19,297 1.75 33,771 $ 96.83 33,771 $ 3,270,000
1,854,531 115,693,518 62.38 115,693,518
# Devices
Slots 91% 104,923,547 1,300.00 $ 221.12
Tables 9% 10,769,971 30.00 $ 983.56
115,693,518
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Exhibit 2 — Chisholm Creek Full Year Visitation and Gaming Revenue
Visitation Summary

WPG Full Year 1 Full Year 2 Full Year 3 Full Year 4 Full Year 5
2011 1 2 3 4
Primary $ 61.16 1,349,281 1,358,270 1,367,321 1,376,523 1,385,788
Secondary North S 72.26 57,610 57,481 57,352 57,224 57,096
Salina $ 78.94 21,930 21,863 21,797 21,731 21,665
Secondary North East S 75.42 10,087 10,089 10,091 10,093 10,095
Secondary South East S 72.15 6,958 6,923 6,889 6,855 6,821
Tertiary East S 90.52 5,073 5,046 5,018 4,991 4,964
Secondary South S 53.94 136,540 136,009 135,479 134,955 134,434
Secondary West S 67.61 19,848 19,732 19,616 19,502 19,388
Tertiary West S 78.35 15,466 15,417 15,368 15,319 15,271
Oklahoma Northern S 66.83 7,309 7,252 7,196 7,141 7,087
Oklahoma Tertiary S 78.37 45,058 45,346 45,636 45,930 46,226
Within 100 Miles 1,675,160 1,683,429 1,691,763 1,700,265 1,708,836
Hotel S 63.35 92,424 92,880 93,340 93,809 94,282 Visitation change consistent with overall growth.
Traffic Intercept S 46.80 53,176 53,438 53,703 53,973 54,245
Oklahoma City S 96.83 33,771 33,937 34,105 34,277 34,449
179,371 180,256 181,148 182,059 182,976
Total Gamer Visits 1,854,531 1,863,685 1,872,911 1,882,324 1,891,812
Non-Gaming Resident 10% 167,516 168,343 169,176 170,027 170,884
Non-Gaming Tourist 20% 35,874 36,051 36,230 36,412 36,595
Total Including Non-Gaming 2,057,921 2,068,079 2,078,317 2,088,763 2,099,291
Gaming Revenue Summary
Gaming Revenue (assume 3% inflation)
Primary 82,525,495 85,567,554 88,721,862 91,998,553 95,396,259
Secondary North 4,162,767 4,278,031 4,396,520 4,518,296 4,643,446
Salina 1,731,149 1,777,663 1,825,410 1,874,474 1,924,858
Secondary North East 760,750 783,743 807,414 831,809 856,941
Secondary South East 501,990 514,467 527,278 540,414 553,877
Tertiary East 459,218 470,434 481,920 493,713 505,794
Secondary South 7,365,150 7,556,629 7,752,968 7,954,701 8,161,683
Secondary West 1,341,844 1,374,014 1,406,906 1,440,686 1,475,277
Tertiary West 1,211,736 1,244,130 1,277,378 1,311,546 1,346,629
Oklahoma Northern 488,431 499,189 510,189 521,475 533,009
Oklahoma Tertiary 3,531,292 3,660,471 3,794,375 3,933,415 4,077,550
104,079,822 107,726,325 111,502,219 115,419,082 119,475,323
Hotel 5,855,039 6,060,459 6,273,175 6,493,844 6,722,375
Traffic Intercept 2,488,657 2,575,970 2,666,384 2,760,178 2,857,314
Oklahoma City 3,270,000 3,384,725 3,503,526 3,626,769 3,754,401
11,613,696 12,021,154 12,443,085 12,880,791 13,334,091
Total Revenue 115,693,518 119,747,479 123,945,304 128,299,873 132,809,414
91% Slots 104,923,547 108,600,123 112,407,171 116,356,370 120,446,115
9% Tables 10,769,971 11,147,356 11,538,134 11,943,503 12,363,298
0% Poker - - - - -
115,693,518 119,747,479 123,945,304 128,299,873 132,809,414
WPG S 62.38 S 64.25 S 66.18 $ 68.16 $ 70.20
# of Units WPG All Guest 56.22 57.90 59.64 61.42 63.26
Slots 1,300.00 1,300.00 1,300.00 1,300.00 1,300.00
Tables 30.00 30.00 30.00 30.00 30.00
Poker - - - - -
WPUPD Slots $ 221 S 229 S 237 $ 245 S 254
Tables $ 984 $ 1,018 $ 1,054 $ 1,091 $ 1,129
Poker S - S - S - S - S -
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Exhibit 3 — Full Year 1 Innovation Study 1,300 Machines and Food Court

Innovation April 2009

(1,300 Machine)

Primary

Secondary North
Salina

Secondary North East
Secondary South East
Tertiary East
Secondary South
Secondary West
Tertiary West
Oklahoma Northern
Oklahoma Tertiary

Primary

Secondary North
Salina

Secondary North East
Secondary South East
Tertiary East
Secondary South
Secondary West
Tertiary West
Oklahoma Northern
Oklahoma Tertiary

Hotel

Overnight

Traffic Intercept
Interstate 35

Range

50
100
100
100

50
100

50

50
100
100
100

50

Inventory

AADT

N
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19059

Population
Propensity Frequency WPG 2008 2009 2010 2011 2012 2013 2014 2015
33.34% 11.82 $ 59.48 386,389 388,990 391,608 394,165 396,791 399,435 402,123 404,830
21.44% 812 $ 92.26 80,777 80,597 80,416 80,235 80,055 79,876 79,698 79,519
18.79% 743 $ 92.20 83,988 83,734 83,480 83,223 82,970 82,717 82,466 82,216
22.52% 866 $ 78.38 50,618 50,629 50,639 50,649 50,660 50,670 50,681 50,691
22.35% 8.15 $ 87.96 14,426 14,355 14,284 14,212 14,141 14,071 14,002 13,932
13.69% 6.60 $ 97.38 52,018 51,739 51,461 51,178 50,901 50,625 50,353 50,083
33.58% 11.98 $ 56.83 22,184 42,021 41,859 41,694 41,532 41,370 41,210 41,051
23.91% 878 $ 84.68 18,442 18,335 18,228 18,119 18,013 17,907 17,803 17,699
19.82% 7.60 $ 96.20 32,156 32,055 31,953 31,851 31,750 31,649 31,549 31,450
43.41% 1472 $ 53.34 59,634 59,178 58,725 58,260 57,809 57,362 56,923 56,488
25.21% 932 $ 76.88 168,133 169,218 170,309 171,376 172,471 173,573 174,693 175,819
988,765 990,847 992,962 994,962 997,093 999,255 1,001,500 1,003,779
Market
Gamers Visits Revenue Capture Visits WPG Revenue
131,407 1,553,468 $ 92,405,297 87% 1,349,281 $ 55.60 75,025,524
17,199 139,626 $ 12,881,849 41% 57,610 $ 72.26 4,162,767
15,640 116,282 $ 10,720,955 19% 21,930 $ 78.94 1,731,149
11,405 98,754 $ 7,740,504 10% 10,087 S 75.42 760,750
3,177 25,900 $ 2,278,106 27% 6,958 $ 72.15 501,990
7,004 46,253 $ 4,504,344 11% 5073 $ 90.52 459,218
14,001 167,750 $ 9,533,345 81% 136,540 $ 53.94 7,365,150
4,332 38046 $ 3,221,913 52% 19,848 $ 67.61 1,341,844
6,312 47,989 $ 4,616,567 32% 15,466 $ 78.35 1,211,736
25,292 372,234 $ 19,855,069 2% 7,309 $ 66.83 488,431
43,207 402,562 $ 30,948,363 11% 45,058 $ 78.37 3,531,292
278,976 3,008,864 198,706,312 56% 1,675,160 S 57.65 96,579,851
Occupancy Demand Capture Gamer Room n Win per night Visits (1.5 adult per room)
70.00% 2,106,522 2.93% 61,616 $ 95.02 92,424 $ 5,855,039
Pass through  Adults/vehicle  Capture Gamer Visit ~ Win per Visit
60.00% 141 0.90% 53,176 $ 46.80 $ 2,488,657
2011
Total Revenue _ 104,923,547
# Devices WPUPD
Slots 100% 104,923,547 1,300 $ 221.12
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Exhibit 4 — Full Year 2012 — 2,000 Machines, 50 Table Games, 10 Poker, Buffet,
Steakhouse & Food Court

Innovation April 2009

(2,000 Machine)

Primary

Secondary North
Salina

Secondary North East
Secondary South East
Tertiary East
Secondary South
Secondary West
Tertiary West
Oklahoma Northern
Oklahoma Tertiary

Primary

Secondary North
Salina

Secondary North East
Secondary South East
Tertiary East
Secondary South
Secondary West
Tertiary West
Oklahoma Northern
Oklahoma Tertiary

Hotel

Overnight

Traffic Intercept
Interstate 35

Oklahoma City

Range

50
100
100
100

50
100

50

50
100
100
100

Inventory

8,245

AADT

19,059

Population

N
CHISHOLM CREEK

CASINO -

RESORT

877,150

Population
Propensity Frequency WPG 2008 2009 2010 2011 2012 2013 2014 2015
37.50% 13.94 $ 64.58 386,389 388,990 391,608 394,165 396,791 399,435 402,123 404,830
23.00% 899 $ 97.45 80,777 80,597 80,416 80,235 80,055 79,876 79,698 79,519
19.50% 7.88 S 101.34 83,988 83,734 83,480 83,223 82,970 82,717 82,466 82,216
23.00% 899 $ 87.69 50,618 50,629 50,639 50,649 50,660 50,670 50,681 50,691
23.50% 879 $ 95.36 14,426 14,355 14,284 14,212 14,141 14,071 14,002 13,932
14.00% 687 $ 108.73 52,018 51,739 51,461 51,178 50,901 50,625 50,353 50,083
37.60% 14.04 $ 62.37 42,184 42,021 41,859 41,694 41,532 41,370 41,210 41,051
26.00% 9.90 $ 88.98 18,442 18,335 18,228 18,119 18,013 17,907 17,803 17,699
21.00% 828 $ 103.67 32,156 32,055 31,953 31,851 31,750 31,649 31,549 31,450
43.60% 14.95 $ 60.22 59,634 59,178 58,725 58,260 57,809 57,362 56,923 56,488
25.80% 9.70 $ 86.63 168,133 169,218 170,309 171,376 172,471 173,573 174,693 175,819
988,765 990,847 992,962 994,962 997,093 999,255 1,001,500 1,003,779
Market
Gamers Visits Revenue Capture Visits WPG Revenue
148,797 2,073,928 $ 133,940,908 93% 1,921,517 $ 62.16 119,438,951
18,413 165512 $ 16,128,713 57% 94,785 $ 81.11 7,688,291
16,179 127,459 $ 12,917,200 31% 39,156 $ 88.64 3,470,656
11,652 104,737 $ 9,184,614 18% 18,679 $ 84.65 1,581,135
3,323 29,201 $ 2,784,646 41% 12,033 $ 81.07 975,536
7,126 48942 $ 5,321,246 19% 9,314 $ 101.71 947,349
15,616 219,231 $ 13,674,200 89% 195,776 $ 60.51 11,846,326
4,683 46,355 $ 4,124,604 68% 31,309 $ 75.96 2,378,151
6,667 55220 $ 5,724,829 48% 26,268 S 88.14 2,315,153
25,205 376,763 $ 22,690,522 4% 13,867 $ 75.12 1,041,688
44,498 431,448 $ 37,375,359 19% 83,636 $ 88.15 7,372,702
302,159 3,678,796 263,866,841 66% 2,446,340 S 65.02 159,055,938
Occupancy Demand Capture Gamer Room n Win per night visits
70.00% 2,106,522 4.50% 94,794 $ 105.00 142,190 $ 9,953,318
Pass through  Adults/vehicle  Capture Gamer Visit ~ Win per Visit
60.00% 141 1.29% 75,966 $ 52.00 $ 3,950,250
Propensity Gamers Frequency Visits
2.2% 19,297 3.50 67,501 $ 96.83 $ 6,540,000
2011
2,732,037 _ 179,499,506
# Devices
Slots 89% 159,216,061 2000 $ 218.10
Tables 10% 17,949,951 50 $ 983.56
Poker 1% 2,333,494 10 $ 639.31
179,499,506
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Exhibit 5 - Market Area:

Market area approximates 100 miles as defined by Innovation Group.
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8. Outline Phase Il financing plans.

Depending on capital market conditions, Phase 11 would be financed either by cash from
the property, additional equity contributions, or third-party financing.
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9. Submit electronic copies of all drawings and renderings shown yesterday.

The following pages contain copies of drawing and renderings referenced in the review
board meeting held on September 15. Note that all drawings and renderings are artists’
concepts and are submitted for illustrative purposes only and may change.
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slot sign concept

T 30 :
CHSHOLM CREEF LAKES w



L

buffet concept

deli concept
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room concept
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INTRODUCTION

The Innovation Group was commissioned to conduct a Gaming Market Assessment for a
proposed gaming development in Sumner County, Kansas. We understand that Foxwoods
Development Company (“Company”) has submitted an application to be the Lottery
Gaming Facility Manager in South Central Kansas per the recently established Kansas
gaming law. We understand that the development site is located on the northern edge of
Sumner County, near the intersection of Interstate 35 (“1-35”) and Highway 53 (Exit 33).

The Company is proposing a phased approach with regard to the development. The Phase
I plan, which is intended to be open within 9 months of the issuance of the management
contract, exhibits a permanent casino with about 1,300 slot machines. The casino would
be supported by a food court, service bars and lounge with live performance venue. The
Phase Il plan expands the casino to 2,000 slot machines and 50 table games including a
10-table poker room. The food and beverage offering would also be expanded to add a
buffet, steakhouse and sports bar to the existing Phase | offering. The Phase Il facility
would also include a retail venue, another live performance venue and a multi-purpose
entertainment and meeting venue. Project costs were estimated by the Company at about
$250 million, inclusive of the $25 million privilege fee.

The Innovation Group utilized a market carve model to forecast local market gamer visits
and gaming revenue. In addition to the local market, The Innovation Group identified the
overnight tourist and traffic intercept segments as potential sources of gaming revenue.
The assessment forecasts gamer visits and gaming revenue for the first five years of
operation. The assessment also includes a pro-forma operating statement, which forecasts
ancillary revenues and ultimately Earnings before Interest Taxes Depreciation and
Amortization (“EBITDA?”).

Assumptions

The following underlying assumptions were made with regard to the assessment:

e The quality and scope of the development will be significantly superior to the
Native American casinos in northern Oklahoma and competitive with the
existing destination casinos in the Kansas City area;

e An experienced casino management team and/or a management company will
operate the facility;

e The casino will implement an aggressive marketing program that targets high-
worth gamers in the local market;

e The Phase | facility will be open in late 2010 and the Phase Il facility will be
open a year later, in late 2011;

e The subject facility will meet all guidelines set by the Kansas regulatory
authorities;

e The proposed racetrack casinos in Kansas will not be open during the
timeframe of the report;

e The proposed Crawford / Cherokee County facility will not be open during the
timeframe of the report.

The Innovation Group Project #044-09 April 2009 Page 1
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Development Site Location

The proposed development site is situated about 15 miles south of Wichita, just off
Interstate 35 (*“1-35”); a major thoroughfare that connects Kansas City with Oklahoma
City, while skirting the southeast sector of Wichita. The site is located on the northern
edge of Sumner County, near the intersection of 1-35 and Highway 53 (Exit 33). Futher,
the site is about 5 miles west of Mulvane and roughly 15 miles north of Wellington. The
site exhibits excellent visibility and ingress/egress characteristics from 1-35 with on and
off access in both directions. The site would also be accessible from Wichita via
Highway 81 (Broadway Street), which runs along the western border of the proposed site.

The Company is contemplating constructing a dedicated off-ramp from 1-35 into the site.
This off-ramp would further enhance ingress/egress and allow the casino to pay the toll
charge on behalf of the patron. The Innovation Group finds this site to be excellent with

regard to access, visibility and size. The development site map is displayed below.

Close In Site Map
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We understand that the Company has acquired an option to purchase roughly 146 acres of
land located immediately southwest of Exit 33, between 1-35 and Highway 81. The size
of this footprint would give the development team the ability to easily accommodate the
current building program and to expand in the future, possibly with an RV park,
waterpark and additional retail development.

Site Map
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Kansas Legislative Summary

In April 2007, Senate Bill 66 (“SB66) was signed into law allowing for the development
of various destination casinos and racetrack casinos in Kansas.

Destination Casinos

The bill contemplates four destinations casinos, owned and operated by the Kansas
Lottery and managed by third-party casino companies under a management agreement.
The designated locations include the following counties in Kansas: Wyandotte County,
Ford County, one casino in either Cherokee or Crawford County, and one casino in either
Sumner or Sedgwick County. However, each jurisdiction must approve gaming via a
countywide vote. The vote passed in every county but Sedgwick. In addition, the
capital investment associated with these developments must exceed $225 million ($50
million for the Ford County facility). The management company must also pay a $25
million privilege fee ($5.5 million for the Ford County facility).

The tax rate on gaming revenue was set at 27%; with 22%, 3% and 2% going to the state,
local government and a problem gambling fund, respectively. State revenues would be
deposited into the Expanded Lottery Act Revenues Fund, designated for the reduction of
state debt, state infrastructure improvements (i.e. deferred maintenance at public
universities) and local government property tax relief. The legislation dictates that 15-
year contracts would be signed with the casino management companies.

Racetrack Casinos

Under the gaming law, the three existing racetracks, including The Woodlands in Kansas
City, Wichita Greyhound Park in Valley Center (near Wichita) and Camptown Racetrack
in Frontenac, would divide 2,200 slot machines, although the exact distribution is
uncertain. Again, the vote failed for Wichita Greyhound’s host county (Sedgwick),
which means the other two racetracks could get more slots. An additional 600 slot
machines would be available through an auction process selling licensing rights at a
starting bid of $2,500 per machine. The racino gaming revenue would be divided as
follows:

Racino Gaming Revenue Distribution Summary

Beneficiary Percentage Comment
State 40%
Facility Owner 25%
Kansas Lottery 15% For expenses
Greyhound Purses 7% Max of $3750 per machine, per year
Thoroughbred Purses 7% Max of $3750 per machine, per year
Local Government 3%
Problem Gaming Fund 2%
Fair Fund 1% Support fair pari-mutuel racing

Source: Legislative Summary

Due to the onerous tax structure, The Innovation Group believes there is significant
uncertainty as to whether any racetrack casinos will be developed.
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Other

SB 66 also renews the Kansas Lottery for 15 years and prohibits any further expansion of
gaming in Kansas beyond that allowed under the bill for a period of 25 years. The Act
creates a Lottery Gaming Facility Review Board to evaluate management company
proposals. The Board will be composed of 7 members, with 3 appointed by the Governor,
2 appointed by the President of the Kansas Senate and 2 appointed by the Speaker of the
Kansas House. The Act contains extensive criteria for membership on the Board,
including strong conflict of interest provisions. SB 66 contains strong ethics provisions,
prohibiting state office holders and legislators from working with a gaming company
until they have been out of office for at least 5 years. SB 66 contains strong regulatory
oversight and auditing procedures as well.
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REGIONAL OVERVIEW

An area’s economic health and growth potential is indicative of its ability to support a
gaming development. In this section, some of the specific economic and demographic
characteristics of the market area were analyzed. The demographic data included total
population, gamer population and household income. The economic analysis focused on
employment.

Regional Demographic Data

Total Population

Total population was estimated at 1.24 million in 2008 for the 100-mile market area. The
population base is expected to remain relatively flat over the next five years, a sharp
contrast to the expected national growth rate of 1.0% and the growth rate for the State of
Kansas of 0.4%.

The innermost ring, generally comprising the Wichita metro area, accounted for about
43% of the market population or 531,500 people (2008). This ring segment is expected
increase at an average rate of 0.5% per year, generally in line with the Kansas state
average. The 25-50 mile ring captures numerous towns in Kansas and cuts into northern
Oklahoma and was estimated to contain about 135,600 people. The 50-75 mile ring also
captures numerous towns in rural Kansas and Oklahoma. The outer most ring captures
some decent sized cities including Salina and Emporia, Kansas and Enid and Bartlesville,
Oklahoma. This ring segment contains just over 400,000 people or 33% of the total
market. Note that the latter three ring segments are expected to contract somewhat over
the next five years. The following table illustrates the total population statistics for the
greater Sumner County market area as well as for Kansas and the U.S. as a whole:

Sumner County Market Total Population

AAG. AAG.
Ring 2000 2008 2013 2000-2008 2008-2013
0-25 Miles 507,809 531,519 545,901 0.6% 0.5%
25-50 Miles 137,446 135,564 134,408 -0.2% -0.2%
50-75 Miles 172,736 165,701 160,551 -0.5% -0.6%
75-100 Miles 407,303 406,744 405,407 0.0% -0.1%
Total 1,225,294 1,239,528 1,246,267 0.1% 0.1%
Kansas 2,688,418 2,781,655 2,835,833 0.4% 0.4%
United States 281,421,906 304,141,549 319,161,431 1.0% 1.0%
Source: lexpress/Claritas, The Innovation Group
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Gamer Population

The gamer population (21+ years) was estimated at 70.6% of the total population in 2008
for the 100-mile market, yielding about 875,500 gamer adults. The proportion of gamer
adults is slightly lower than the national average of 71.1%, but in line with the state
average. Over the next five years, the proportion of gamers is expected to increase to
71.1%. This ageing of the population is consistent with the national average.

The inner ring (0-25 miles) showed the lowest percentage of adults. The 25-50 mile ring
exhibits a slightly older population with an adult proportion of 71.3%. The two outer
rings showed the highest percentage of gamer adults, with proportions modestly higher
than the state and national average.

Sumner County Market Gamer Population

% of Total % of Total AAG.
Ring 2008 Population 2013 Population 2008-2013

0-25 Miles 365,676 68.8% 377,005 69.1% 0.6%
25-50 Miles 96,720 71.3% 97,333 72.4% 0.1%
50-75 Miles 120,316 72.6% 117,401 73.1% -0.5%
75-100 Miles 292,815 72.0% 293,755 72.5% 0.1%
Total 875,527 70.6% 885,494 71.1% 0.2%
Kansas 1,955,582 70.3% 2,010,090 70.9% 0.6%
United States 216,692,415 71.2% 229,422,326 71.9% 1.1%

Source: lexpress/Claritas, The Innovation Group

Average Annual Household Income

The Average Annual Household Income (“*AAHI”) for the market area was estimated at
about $55,100 in 2008, roughly 19% below the national average ($67,900). That AAHI is
expected to grow at an annual rate of 1.9% over the next five years, reaching $60,600 by
2013. This growth rate is also somewhat below the state and national average.

The innermost ring showed the highest expected AAHI of $59,800, again reflecting the
Wichita metro area. The outer ring segments showed income levels in the $50,700 to
$54,000 range, reflecting rural Kansas and Oklahoma. However, the innermost ring
showed the lowest expected growth rate of 1.5% per year, while the outer rings are
expected to grow in line with the national average of 2.2% per year.

Sumner County Market Average Household Income

AAG. AAG.
Ring 2000 2008 2013 2000-2008 2008-2013
0-25 Miles $52,955 $59,842 $64,508 1.5% 1.5%
25-50 Miles $45,433 $53,996 $59,826 2.2% 2.1%
50-75 Miles $43,297 $51,615 $57,573 2.2% 2.2%
75-100 Miles $42,265 $50,731 $56,736 2.3% 2.3%
Total $47,137 $55,070 $60,554 2.0% 1.9%
Kansas $52,080 $62,238 $69,297 2.3% 2.2%
United States $56,644 $67,918 $75,843 2.3% 2.2%
Source: lexpress/Claritas, The Innovation Group
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Regional Economic Analysis

The Innovation Group analyzed the economic outlook for both Sumner County and the
Wichita metro area. While Sumner County is the host municipality, the Wichita area
represents a major feeder market. The economic analysis focuses on employment
statistics.

Sumner County

The Sumner County seat is the City of Wellington, while other incorporated communities
include Argonia, Belle Plaine, Caldwell, Conway Springs, Gueda Springs, Hunnewell,
Mayfield, Milan, Oxford, and South Haven. The labor force count in Sumner County has
been steady over the last several years, ranging from of high of 12,500 in 2003 to a low
of 12,000 in 2006. The current count stands at about 12,300 workers.

The unemployment rate declined significantly from its near term high of 7.8% in 2003 to
its near term low of 4.1% in 2007. The rate increased somewhat in 2008 reaching 4.4%.
However, the rate is poised to increase further in 2009, as the year-to-date rate (through
February 2009) came in at 6.5%. The weak employment picture reflects the economic
recession brought on by the sluggish housing market. Nonetheless, the county is faring
better than the Kansas City metro area, which showed a 5.8% unemployment rate in
2008.

Sumner County - Employment Summary

Unemployment

Unemployment Employment Labor Force Rate

2003 974 11,536 12,510 7.8%

2004 783 11,567 12,350 6.3%

2005 731 11,545 12,276 6.0%

2006 560 11,417 11,977 4.7%

2007 504 11,672 12,176 4.1%

2008 540 11,757 12,297 4.4%
1-yr AAG 7.1% 0.7% 1.0%
3-yr AAG -9.6% 0.6% 0.1%
5-yr AAG -11.1% 0.4% -0.3%

Source: Bureau of Labor Statistics

A large portion of the county’s labor force is employed in the manufacturing sector. The
county’s top employers include Kiser Manufacturing, Kansas Casting, Clark
Manufacturing and Metal Fabrication Inc., among others. Major non-manufacturing
employers include the Sumner Hospital District, the Caldwell School System and
KanOkla Telephone.
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Wichita

Wichita is largely dominated by manufacturing, particularly in the aerospace industry.
Wichita saw an influx of new workers in recent years due to a strong aircraft industry
nationally. The influx of workers sparked the need for housing which created a housing
boom in both sales and construction.

The Wichita area promotes a business-friendly environment that boasts an affordable
workforce and offers financial assistance and workforce training programs for small and
new businesses. Both the highway network, with an average commute of approximately
16 minutes, and the airport, which is centrally located in the U.S., contribute to the
business friendly environment.

As discussed, the labor force in Wichita has increased steadily in recent years, from
approximately 303,000 in 2003 to 316,600 in 2008; an average annual increase near 1%.
The unemployment rate, which hit a near term low of 4.0% in 2007, is well below the
state average. The rate increased modestly to 4.4% in 2008, again, due to the nationwide
recession. Like Sumner County, the rate is poised to increase further in 2009, as the rate
for January and February of this year exceeded 6%.

Wichita Metro Area - Employment Summary

Unemployment

Unemployment Employment Labor Force Rate

2003 20,416 282,578 302,994 6.7%

2004 18,776 286,119 304,895 6.2%

2005 16,866 290,493 307,359 5.5%

2006 13,951 294,009 307,960 4.5%

2007 12,502 300,572 313,074 4.0%

2008 13,814 302,767 316,581 4.4%
1-yr AAG 10.5% 0.7% 1.1%
3-yr AAG -6.4% 1.4% 1.0%
5-yr AAG -7.5% 1.4% 0.9%

Source: Bureau of Labor Statistics

We analyzed the employment environment for the Wichita MSA, which includes Butler,
Harvey, Sedgwick and Sumner County. Total nonfarm employment in the Wichita metro
area reached 308,600 in 2008, a strong increase of 1.9% over the prior year. Over the last
5 years the growth rate averaged 1.7%.

As the proclaimed “Aerospace Capitol of the World”, it’s not surprising that the
manufacturing sector accounted for about 22% of the workforce. The next most
significant sector was Trade, Transportation and Utilities industry employing about 17%
of the workforce in 2008. Other major sectors included Education and Health and
Government at 14% and 13%, respectively.

Regarding growth, the Professional & Business Services sector exhibited the highest
average annual growth rate of 4.0% over the last five years. The Manufacturing,
Educational and Health and Leisure and Hospitality also posted relatively strong growth
above 2.0%. The Information, Financing and Other Services sectors were the only
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segments to show a materially decline. The next table depicts the industry composition of
Wichita MSA over the last several years.

Wichita MSA Employment by Industry (000's)

% of Total

Industry 2003 2004 2005 2006 2007 2008 5-yr AAG (2008)
Mining, Lodging, Construction 15.9 16.1 15.7 16.1 16.6 16.8 1.1% 5.4%
Manufacturing 58.6 58.4 60.7 63.0 65.5 67.6 2.9% 21.9%
Trade, Transportation, Utilities 49.3 49.8 49.6 50.2 51.7 52.0 1.1% 16.9%
Information 6.6 6.3 5.9 5.9 6.4 6.1 -1.6% 2.0%
Financing 12.6 12.1 11.4 11.3 11.5 11.6 -1.6% 3.8%
Professional, Business 25.7 26.6 26.9 28.3 30.0 31.2 4.0% 10.1%
Educational, Health 37.7 38,5 39.7 41.1 42.1 43.3 2.8% 14.0%
Leisure, Hospitality 24.7 25.3 26.1 27.2 27.8 28.0 2.5% 9.1%
Other Services 11.7 12.0 11.7 11.0 11.0 10.9 -1.4% 3.5%
Government 411 38.0 39.2 40.0 40.2 411 0.0% 13.3%
Total Nonfarm 283.9 283.1 286.9 294.1 302.8 308.6 1.7% 100.0%

Source: Bureau of Labor Statistics

Note in the table below that the top employers in the region are aircraft or aircraft parts
manufacturing companies, including Spirit Aero Systems, Cessna and Raytheon. Spirit
Aero Systems Inc. leads the way with about 21,000 employees. Note that the list contains
numerous government related organizations.

Top Wichita Employers

Company Employment Field Industry

Spirit Aero Systems Inc. 21,000 Aircraft Manufacturing
Cessna Aircraft Co. 13,000 Aircraft Components Manufacturing
Raytheon Aircraft Co. 9,500 Aircraft Manufacturing
VIA Christian Joseph Hospital 8,500 Hospitals Medical
U.S. Government 5,186 Federal Government Government
USD 259 Wichita Public School System 4,955 Public School Education
State of Kansas 4,800 State Government Government
City of Wichita 3,200 Municipal Government Government
Koch Industries Inc. 3,000 Chemicals Manufacturing
Wesley Medical Center 3,000 Hospitals Medical
Bombardier Aerospace Security 2,500 Aerospace Industries Manufacturing
Wichita State University 2,059 Universities & Colleges Academics Education
Premier Innovation Inc 1,500 Automobile Body-Repairing & Painting Service
Coleman Co Inc 1,300 Camping Equipment Headquarters
York Unitary Products Group 1,300 Air Conditioning Equipment Manufacturing
Source: Kansas Department of Labor
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Tourism

There are numerous tourist attractions that draw visitors to Sumner County. One
attraction is the old mill in the City of Oxford; a former water-powered flour mill that
was refurbished into a restaurant. Also, the Sumner County Courthouse exhibits a skull,
jawbone and other bones from the wooly mammoths. The City of Caldwell offers a
collection of historic buildings and streets with specialty boutique stores and souvenir
shops. The City of Caldwell is also the site of the annual Sumner County Fair; an event
that includes music, dancing, food, contests and other family-oriented activities. The
Kansas Wheat festival is held every July in Wellington, while the Old Settler’s Days is
also an annual event that is held in Mulvane.

Nonetheless, the area’s tourism is primarily centered on Wichita. As the largest city in the
state, Wichita attracts over 3.4 million visitors a year, contributing about $350 million to
the local economy. According to a 2004 study conducted by the Center for Economic
Development and Business Research (“CEDBR”) at Wichita State University, the
majority of visitors to Wichita originate from the regional market (0-200 miles). Of these
visitors, approximately 77% come for leisure purposes compared to only 23% for
business. In addition, approximately 55% of visitors travel with a companion or family
compared to 45% traveling alone.

Among the top activities while in Wichita, 62% dined at one of Wichita’s more than
1,000 restaurants, while 40% shopped at one of the many shopping centers.
Approximately 13% took in a minor league hockey or baseball game, or a college sport
event. Visitors often patronize the numerous performing arts centers, museums and
galleries available in Wichita. With an average of 225 sunny days per year, Wichita
provides ample opportunity to experience the extensive park system and golf courses.
Finally, the newly opened Sedgwick County Zoo is available.

Lodging Environment

Based on data obtained from Smith Travel Research, we determined that the Wichita area
contains 97 hotels, yielding about 7,900 hotel rooms. The inventory includes about 2,700
mid-range rooms, accounting for about 35% of the total. The upscale class is also
extensive with about 12 hotels and 1,700 rooms. Notable hotels in this segment include
the 303-room Hyatt Regency and the 302-room Hilton Wichita Airport.

Wichita Hotel Market Summary

Hotel Average Room

Count Size Count % of Total
Independent 41 54 2,220 28.0%
Economy 17 73 1,248 15.8%
Mid-Range 27 101 2,733 34.5%
Upscale 12 144 1,722 21.7%
Total 97 82 7,923 100.0%

Source: Smith Travel Research; The Innovation Group
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Air Service

Wichita Mid-Continent Airport is the largest airport in Kansas and home to almost every
major airline including Frontier, US Airways, Air Tran Airways, Allegiant Airlines,
American Airlines, Delta Airlines, Continental Airlines, Northwest Airlines and United
Airlines. The terminal building, which encompasses approximately 194,900 square feet,
underwent a $6.0 million renovation in 1989. The airport has additional expansion plans
costing about $300 million, including but not limited to extending taxiways, extending
the main runway to 8,700 feet and a new terminal.

The passenger count in 2008 reached 1.62 million, which includes both inbound and
outbound traffic; up about 1.4% over the prior year despite the nationwide recession. In
contrast, according to the Bureau of Transportation Statistics, the nationwide passenger
count decreased 2.7% in 2008. From a longer term perspective, Mid-Continent passenger
count increased at an average rate of 2.5% per year, due to strong growth in 2004 and
2007, offset in part by slow traffic in 2005 and 2006, as displayed below:

Wichita Mid-Continent Airport Statistics

Year Passenger Count % Change
2003 1,429,761

2004 1,498,749 4.8%
2005 1,486,590 -0.8%
2006 1,460,331 -1.8%
2007 1,596,249 9.3%
2008 1,619,075 1.4%

AAG (5-yr) 2.5%

Source: Mid-Continent Airport

Weather

The region sustains a relatively moderate climate with the exception of a stormy period in
the spring and fall. The area enjoys an average of approximately 225 sunny days a year
with warm summers exhibiting average high temperatures in the low 90s. The hottest
month of the year is generally July, which averages 93 degrees. The winter low
temperatures drop average in the 20s. The area receives approximately 30 inches of
precipitation a year, yielding a monthly average of 2.53 inches. The months of May and
June experience the greatest amount of rainfall, averaging over 4 inches per month.
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Regional Weather Summary

Month Avg High Avg Low Mean Avg Precipitation
January 40°F 20°F 30°F 0.84in.
February 47°F 25°F 36°F 1.021in.
March 57°F 34°F 46°F 2.71in.
April 67°F 44°F 55°F 2.57in.
May 76°F 54°F 65°F 4,16 in.
June 87°F 64°F 76°F 4.25in.
July 93°F 69°F 81°F 3.3Lin.
August 92°F 68°F 80°F 2.941n.
September 82°F 59°F 71°F 2.96in.
October 70°F 47°F 59°F 2.45in.
November 55°F 34°F 44°F 1.82in.
December 43°F 24°F 34°F 1.35in.

Source: Weather.com
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COMPETITIVE ENVIRONMENT

The Innovation Group analyzed the competitive landscape with regard to gaming in the
greater Sumner County region. The gaming competition primarily relates to various
Native American casinos located in the northern Oklahoma and northeastern Kansas and
riverboat gaming in Kansas City, Missouri. However, the only existing competition
within 100 miles of the development site relates to the Oklahoma casinos.

Several new racino and gaming developments are anticipated for the region due to the
recently passed gaming legislation in Kansas, which includes the subject. The following
section discusses the existing competition in the area as well as the proposed new casino
locations in Kansas and elsewhere.

Oklahoma Casinos

Oklahoma is saturated with nearly 100 existing casinos with a number of new casinos
coming online. There are several just south of the Kansas border in close proximity to I-
35. The most relevant of which are the four casinos located near Ponca, Oklahoma,
including South Wind Kaw Nation, First Council Casino, 7 Clans Paradise and Native
Lights, detailed in the following table:

Northern Oklahoma Competitive Summary

Hotel
Casino Slots Tables Restaurants  Rooms
South Wind Kaw Nation 800 16 1 0
First Council Casino 700 18 1 0
7 Clans Paradise 700 14 1 0
Native Lights 652 6 1 0
Total 2,432 25 3 0

Source: OGC; The Innovation Group

The most significant of the four is the South Wind Kaw Nation, located near Newkirk,
about 15 miles east of 1-35. This casino offers 800 slot machines, 16 tables and a 700-seat
bingo hall. The table sector presents only Blackjack and poker. The high-stakes bingo
program features progressive bingo jackpots and weekend payouts. Despite recent
renovations, the only food and beverage venue is the South Wind Café, offering various
buffets. Finally, the facility offers an extensive smoke shop.

The newest casino in the market is the First Council Casino, which opened in February
2008. This facility, owned and operated by the Otoe-Missouria Tribe, is located just a
mile south of the Kansas border on Highway 77. This casino offers 700 slots and 18
tables, including a 10-table poker room. The facility offers a buffet and a stage for live
acts.
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Kansas City Market

The Kansas City market includes 5 commercial casinos in the Kansas City metropolitan
area (including St. Joseph) under the jurisdiction of the MGC, 4 Native American casinos
in northeast Kansas and one small Class 1l Native American casino in Downtown Kansas
City, Kansas. The racetrack, called the Woodlands, is located in Kansas City, Kansas
near the intersection of Interstate 70 and Interstate 435. The market is truncated to the
north by commercial casinos in lowa and to the east by the casino in Boonville and the
major casinos in St. Louis. However, there is little competition to the west and south. The
following map displays the location of each of these gaming facilities:

Kansas Clty Market Map
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Kansas City Commercial Cas

1nos

The major commercial gaming facilities in the Kansas City market include Harrah’s and
Isle of Capri in North Kansas City, Argosy in Riverside and Ameristar. The casinos are
situated within about a 10-mile stretch along the Missouri River, generally in the northern
portion of the metro area. The following map displays the commercial gaming facilities
in the Kansas City metropolitan area.

Kansas City Metro Area Market Map
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A profile of these properties is outlined below.

Kansas City Market Property Summary
Gaming Hotel
Sqft Slots Tables Restaurants Rooms
Argosy 62,000 1,975 47 4 258
Isle of Capri 45,300 1,315 23 3 0
Ameristar 140,000 3,002 95 11 184
Harrah's 63,300 1,755 62 5 390
Total 310,600 8,047 227 23 832
Source: MGC; The Innovation Group
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The Kansas City market posted gaming revenue of $719.3 million in 2008, reflecting flat
results compared to the prior year. The results reflect higher win per patron offset by
lower patron volume. Over the last three and five years, gaming revenue has grown at an
average annual rate of 1.5% and 3.2%, respectively. Overall, the growth reflects gaming
facilities that continually upgrade and expand their product offering, most recently
evidenced by the Harrah’s and Argosy hotel expansions, which included convention
facilities and an improved food & beverage offering.

While patron volume has been declining over the last several years, win per patron has
increased from about $57 in 2003 to the current $69 rate, an average increase of 3.9% per
year. In general, the growth likely reflects higher AAHI levels and a marketing approach
that targets the more avid gamers. The following chart displays the Kansas City market
gaming statistics over the last several years:

Kansas City Market Summary

Win per Gaming Win/
Patrons Gaming Revenue Patron Positions Position
Dec-03 10,801,638 $614,300,663 $56.87 8,604 $196
Dec-04 11,770,894 $677,020,969 $57.52 9,888 $188
Dec-05 11,634,367 $688,594,535 $59.19 9,525 $198
Dec-06 11,488,564 $714,609,047 $62.20 9,652 $203
Dec-07 10,729,925 $720,748,645 $67.17 9,590 $206
Dec-08 10,459,407 $719,298,577 $68.77 9,465 $208
AAG (1-yn) -2.5% -0.2% 2.4% -1.3% 1.1%
AAG (3-yr) -3.5% 1.5% 5.1% -0.2% 1.7%
AAG (5-yr) -0.6% 3.2% 3.9% 1.9% 1.3%
Source: MGC; The Innovation Group
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Native American in Kansas

The five Native American casinos in the Kansas City market include the Prairie Band
Casino, Golden Eagle Casino in Horton, the Sac & Fox Casino in Powhattan, and Casino
White Cloud in White Cloud, as detailed in the following table:

Kansas Native American Property Summary

Hotel
Location Slots Tables Restaurants Rooms

Prairie Band Mayetta 1,050 33 3 297
Golden Eagle Horton 800 20 1 0
Sac & Fox Powhattan 475 15 1 0
Casino White Cloud White Cloud 360 7 1 0
Wyandotte 7th Street Kansas City 560 7 1 0
Total 3,245 82 7 297

Source: Property Websites; Casino City; The Innovation Group

The most relevant to this assessment is the Prairie Band Casino & Resort, approximately
170 miles northeast of the subject development site and 20 miles north of Topeka. This
facility, owned by the Prairie Band of Potawatomi Nation of Kansas and formerly
operated by Harrah’s, generates significant revenues. The casino offers about 1,050 slots
and 33 table games. The amenity package features a recently expanded 297-room hotel
and convention center. The food and beverage offering includes three restaurants: the
Buffalo Grill, the Three Fires Steak House, and the Fresh Market Buffet. The 12,000
square foot convention center accommodates concerts, conventions, receptions, and
business meetings, while an entertainment lounge is available for live entertainment.
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Proposed Developments

As discussed, Kansas gaming law allows the state to facilitate destination casinos in the
following counties: Ford County, Wyandotte County, one casino in either Cherokee or
Crawford County, and one casino in either Sumner or Sedgwick County. As the gaming
referendum failed in Sedgwick County, Sumner County is the target for the gaming
license, while the other destination casinos would be outside of the subject’s 100-mile
market, and thus only moderately relevant. The Innovation Group noted that there is
currently no interest in developing the Cherokee / Crawford County casino. This may
change as the credit market loosens up, but for the sake of this study, we assumed a
Cherokee / Crawford County casino will not open during the timeframe of this report.

The legislation also approved racetrack casinos at the state’s three existing racetracks
(The Woodlands, Wichita Greyhound Park and Camptown Racetrack). Again, the vote
failed for Wichita Greyhound’s host county (Sedgwick). However, due to the onerous tax
structure associated with the racetrack casino segment, we do not believe any racetrack
casinos will be developed during the timeframe of the report. The most promising
prospective racetrack casino is The Woodlands. Nonetheless, The Woodlands opted to
close as opposed to developing the racetrack due to the high tax rate structure.
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GAMING MARKET ASSESSMENT

Market Assessment Methodology

The Innovation Group conducted a Gaming Market Assessment for the greater Sumner
County market using a market carve-out model. The assessment estimated gamer visits
and gaming revenue, as well as “win per patron” and “win per position per day” for the
proposed casino development. The Innovation Group identified three primary sources of
gaming revenue for the subject development including the local market, overnight
tourist, and traffic intercept segment.

Local Market

The Innovation Group defined the local market using a 100-mile concentric ring
emanating from the subject development site. Within this concentric ring, unique
submarkets were defined to account for variations in highway access, gaming
competition and demographics. For each market area, the adult population and average
household income statistics were obtained and analyzed. Gaming factors were applied to
the market segments in order to estimate gamer visits and gaming revenue by segment.
Gaming factors were determined based on research in the region and in similar
jurisdictions by The Innovation Group and others. The definitions for the market factors
are as follows:

Propensity - Propensity measures the proportion of the adult population within a
market that is likely to participate in gaming. Generally, propensity decreases as
the distance from the market center increases.

Frequency - Frequency reflects the average number of times per year that
individuals with a propensity to participate in gaming within a market will
actually do so. Like propensity, frequency tends to decline as the distance from
the market center increases.

Win Per Visit (“WPV”) - WPV reflects the casino’s average gaming win per
customer visit for a given market segment. Win per visit tends to increase in
proportion to distance traveled as gamers that travel longer distances tend to make
fewer trips per year with a higher budget. Win per visit also varies based on
income and the specific facility characteristics such as the degree of overcrowding
and the slot portfolio mix.

Capture Rate — The capture rate reflects the subject’s share of a particular
market segment. Capture rates are applied to gamer visits by market segment.
Capture rates are determined based on the existing or expected competition in
each market segment. The rates take into consideration the scope, quality and size
of a gaming facility in relation to the competition, as well as the location of the
facility in relation to the population centers.
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The formula for calculating gaming revenue from the local market segment for the
subject facility is as follows:

Adult Population x Propensity x Frequency = Gamer Visits
Gamer Visits x Subject Capture Rate = Subject Gamer Visits
Subject Gamer Visits x Win per Visit = Subject Gaming Revenue

Overnight Tourist Segment

This segment reflects traditional tourists to the area that patronize the casino as a
secondary attraction. This segment generally includes leisure tourists, business travelers
and pass-through travelers. The Innovation Group assessed tourist volume based on the
room count and occupancy rate associated with the non-casino hotels in the area.

The Innovation Group analyzed the current hotel room inventory in the market to
determine the current room night demand. The room night demand is a function of the
total available rooms multiplied by the prevailing occupancy rate. The Innovation Group
also estimated the gaming factors associated with the overnight segment, including the
capture rate and win per room. The basic formula for forecasting overnight gaming
revenue is as follows:

Available Room Nights x Occupancy Rate = Room Night (“RN”’) Demand
Room Night Demand x Capture Rate x Win per RN = Overnight Gaming Revenue

Traffic Intercept Segment

The traffic intercept segment reflects potential customers that are passing through the
area on 1-35 that decide to stop and patronize the casino. The Innovation Group believes
that the subject casino would realize material traffic intercept gaming revenue due to its
location relative this highway. The subject development would be highly visible from I-
35 and signage could be used to direct travelers to the facility. The key variable in
assessing this customer segment is the vehicle count traversing this highway in the area
of the casino. The vehicle count estimates were based on information obtained from the
Kansas Department of Transportation and adjusted to reflect only pass-through vehicles.

Next, we estimated the gamer capture rate for this segment. Capture rates for adults
passing through gaming markets are typically very low, likely between 1% and 3%. The
average win per gamer visit for this segment is also generally lower than the local market,
as the visit was likely spontaneous as oppose to planned and budgeted. The traffic
intercept formula is as follows:

Pass-Through Vehicles x Gamer Capture Rate x Adults per Vehicle = Gamer Visits
Gamer Visits X Win per Visit = Traffic Intercept Gaming Revenue
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Local Market Segmentation

Again, for the local market customer segment, the 100-mile market was segregated into
various submarkets, which exhibit similar drive time patterns, unique demographic
characteristics and established population centers. The model utilizes estimated gamer
population figures and average household income (AHHI) levels segregated by market.
Next, propensity, frequency and WPV factors were applied to the different market
segments. The Innovation Group utilized the following market carve-out to project the
local market gaming revenue:

Sumner County Market Carve Map

T

Stocktan Oisharnz JHelort s gltetan \
Hill City i [lay Center Harrah's Prairie Band Leavenans
& i
Flalvlliz The Woodland b |
bi ¢ Woodlands |
. I:r-ﬂanhst'tan Wansad @jt‘
LCHEN Sy |, ToiWyandotte County ™ |
e "L e SRS - Gnv - W
— Otathe
] s &
3 Oittama | g
La Crosse = i .
Muss Cily 9 | = = - o #1150
@
18%
Gamett
aten Wi it ]
Jetmore '
. -8 54
irro'\@ 50 Kiris] ' gy oo
Cily Dndq%g City .:('C.hanute
283 ipto f:l;m g o
mptown Racetrack
54 i A
J |t'ts:|LQ
g dParsons m
L CravefordiCherokee
- Primary Clamege
Secondary Morth [ B R e g DL L DU
B s i
Secondary Maorth East d . s
Secondary South East 163 og
Tertiary East .-:J":
Secondary South Paryer .
I cccondary viest e b S —
S, o i KEN ArToyy
P tertiary west o k ~ g b grngas Tahlg
B cxishoms Morthern wating: . e st
o J‘rskogee
Oklahoma Tertiar i
= ¥ Edmanci | T Ol Bkt e I
A apaha e | B
%  Propozed Cazinos it % |||| g tiz " -
o : Tten Weaterfard e wi gt nh"idWeS‘t ity T B
@ Exisfing Casinos OKlahoma City I oy --Eﬁue'r';g'ﬁ"ﬂé'rﬁ;eﬁa [}
@ Proposed Racinos el oE e b | Sigle:
P 2 Shawnes e 519
The Innovation Group Project #044-09 April 2009 Page 22

859



Market Segment Demographic Summary

In total, The Innovation Group estimated the gamer population base for the greater
market at about 988,800 gamer adults (21+) in 2008. The count is expected to reach
nearly 1.0 million by 2013, reflecting a low average growth rate of 0.2% per year,
relative to the national average (1.0%). The primary market is the largest submarket by
far with 386,400 gamer adults, accounting for 39% of the market. The Oklahoma Tertiary
market is the second largest market with 168,100 gamer adults. Note that only the two
largest market segments are expected to grow significantly over the next five years.

Market Carve-out Gamer Population Summary

Market Segments 2008 2013 % Change 2012
Primary 386,389 399,435 0.7% 396,791
Secondary North 80,777 79,876 -0.2% 80,055
Salina 83,988 82,717 -0.3% 82,970
Secondary Northeast 50,618 50,670 0.0% 50,660
Secondary Southeast 14,426 14,071 -0.5% 14,141
Tertiary East 52,018 50,625 -0.5% 50,901
Secondary South 42,184 41,370 -0.4% 41,532
Secondary West 18,442 17,907 -0.6% 18,013
Tertiary West 32,156 31,649 -0.3% 31,750
Oklahoma Northern 59,634 57,362 -0.8% 57,809
Oklahoma Tertiary 168,133 173,573 0.6% 172,471
Total Market 988,765 999,255 0.2% 997,092

Source: Claritas, The Innovation Group

The Average Annual Household Income (“AAHI”) for the greater Wichita market was
estimated at $51,800 in 2008. This figure is expected to grow at an average annual rate of
1.8% over the next five years, reaching nearly $56,800 by 2013. The region’s income
level is significantly lower than the state and national average of $62,200 and $69,700,
respectively. The Primary market exhibits an AAHI of $55,000; about 6% above the
market average. The expected annual growth rates for the individual segments ranged
from of a low of 1.2% (Primary) to a high of 2.5% (Tertiary West and Oklahoma
Tertiary). The following chart details the AAHI statistics for the market area:

Market Carve-out AAHI

Market Segments 2008 2013 % Change 2012
Primary $54,961 $58,331 1.2% $57,641
Secondary North $50,786 $56,285 2.1% $55,139
Salina $51,714 $57,388 2.1% $56,206
Secondary Northeast $49,333 $54,674 2.1% $53,562
Secondary Southeast $48,658 $54,635 2.3% $53,384
Tertiary East $46,845 $52,634 2.4% $51,422
Secondary South $51,158 $56,296 1.9% $55,229
Secondary West $50,774 $56,743 2.2% $55,495
Tertiary West $51,497 $58,200 2.5% $56,793
Oklahoma Northern $48,108 $54,195 2.4% $52,919
Oklahoma Tertiary $49,278 $55,776 2.5% $54,411
Total Market $51,804 $56,765 1.8% $55,736

Source: Claritas, The Innovation Group
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PHASE I FORECAST

This section of the report forecasts the gaming revenue associated with the Phase |
development plan, expected to be open in late 2010. The Phase | plan exhibits a
permanent casino facility with about 1,300 slot machines. The casino would be supported
by a food court, service bars and a lounge with a live performance venue.

Local Market

As discussed, The Innovation Group developed a comprehensive gravity model which
forecast local market gaming revenue. The model gauges the competitive set using an
attraction factor. Note that the attraction factor for this phase of the assessment reflects
the Phase | facility. The gravity model also utilizes the estimated gaming factors defined
earlier.

Local Market Gaming Factors

The Innovation Group estimated the gaming factors for the different market segments
based on primary research applicable to the region. Numerous gaming studies conducted
by us and independent third parties have provided valuable insight into the expected
propensity, frequency, and win per visit for the region. For this assessment, the Kansas
City market provided the primary basis for establishing the gaming factor estimates,
however discounted to reflect the phased approach to the development. In addition,
propensity and frequency were adjusted based on drive time to the subject while
considering the quality and scope of the subject facility relative to the competition. The
win per visit estimates were generally based on AAHI and again adjusted for drive time.
The further the drive to the destination, the more gamers tend to spend per trip. The next
table displays the estimated factors for each of the 11 market segments.

Local Market Gaming Factors - Phase | (2011)
Propensity Frequency WPV

Primary 33.3% 11.8 $59
Secondary North 21.4% 8.1 $92
Salina 18.8% 7.4 $92
Secondary Northeast 22.5% 8.7 $78
Secondary Southeast 22.4% 8.2 $88
Tertiary East 13.7% 6.6 $97
Secondary South 33.6% 12.0 $57
Secondary West 23.9% 8.8 $85
Tertiary West 19.8% 7.6 $96
Oklahoma Northern 43.4% 14.7 $53
Oklahoma Tertiary 25.2% 9.3 $77

Source: The Innovation Group

The Innovation Group Project #044-09 April 2009 Page 24

861



Local Market Summary

The estimated market factors outlined above were then applied to the gamer population
counts discussed earlier. The weighted average propensity and frequency calculated to
28.0% and 10.8 times, respectively. The Primary and Secondary South market segments
showed some of the highest propensity and frequency factors, due to their proximity to
the subject development. Based on an average win per visit of $66, local market gaming
revenue summed to $198.7 million, as displayed below.

Local Market Summary - Phase | (2011)

Gamer Gamer Win per Gaming
Market Adults Propensity ~ Gamers  Frequency Visits Visit Revenue
Primary 394,165 33.3% 131,407 11.8 1,553,468 $59 $92,405,297
Secondary North 80,235 21.4% 17,199 8.1 139,626 $92 $12,881,849
Salina 83,223 18.8% 15,640 7.4 116,282 $92 $10,720,955
Secondary Northeast 50,649 22.5% 11,405 8.7 98,754 $78 $7,740,504
Secondary Southeast 14,212 22.4% 3,177 8.2 25,900 $88 $2,278,106
Tertiary East 51,178 13.7% 7,004 6.6 46,253 $97 $4,504,344
Secondary South 41,694 33.6% 14,001 12.0 167,750 $57 $9,533,345
Secondary West 18,119 23.9% 4,332 8.8 38,046 $85 $3,221,913
Tertiary West 31,851 19.8% 6,312 7.6 47,989 $96 $4,616,567
Oklahoma Northern 58,260 43.4% 25,292 14.7 372,234 $53 $19,855,069
Oklahoma Tertiary 171,376 25.2% 43,207 9.3 402,562 $77 $30,948,363
Total 994,962 28.0% 278,977 10.8 3,008,863 $66 $198,706,312

Source: The Innovation Group

Subject Capture

The Innovation Group primarily used a drive-time matrix to calculate the subject capture
rates. However, the analysis also considered the quality and size (gaming positions) of
the subject relative to the competition. Based on the Phase | development, we assumed an
attraction factor that is slightly below the existing casinos in northern Oklahoma.
Nonetheless, the analysis yielded a very high capture rate for the Primary market of 87%,
as the next closest casino market (northern Oklahoma) would be nearly 80 minutes away.
We also estimated that the subject would compete effectively in the secondary markets
and the tertiary markets. Note that in markets where competition is an issue, the capture
rate declines severely. After compiling the factors, we estimated that the subject would
capture about 56% of the market or 1.68 million gamer visits.

After applying estimated win per visit factors by market segment, subject local market
gaming revenue summed to $96.6 million. The weighted average “win per visit” for the
subject calculated to $58, reflecting a discounted rate due to the scaled back Phase |
facility. Note that the Primary market accounts for about 78% of the local market gaming
revenue. Note that the 4 highest market segments, including the Primary, Secondary
North, Secondary South and Oklahoma Tertiary, account for roughly 93% of gaming
revenue. The following table details the subject’s local market gaming revenue by market
segment:
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Subject Local Market Gaming Revenue - Phase | (2011)

Market Subject Subject Win per Gaming

Market Segments Gamer Visits Capture Gamer Visits Visit Revenue
Primary 1,553,468 86.9% 1,349,281 $56 $75,025,524
Secondary North 139,626 41.3% 57,610 $72 $4,162,767
Salina 116,282 18.9% 21,930 $79 $1,731,149

Secondary Northeast 98,754 10.2% 10,087 $75 $760,750

Secondary Southeast 25,900 26.9% 6,958 $72 $501,990

Tertiary East 46,253 11.0% 5,073 $91 $459,218
Secondary South 167,750 81.4% 136,540 $54 $7,365,150
Secondary West 38,046 52.2% 19,848 $68 $1,341,844
Tertiary West 47,989 32.2% 15,466 $78 $1,211,736

Oklahoma Northern 372,234 2.0% 7,309 $67 $488,431
Oklahoma Tertiary 402,562 11.2% 45,058 $78 $3,531,292
Total 3,008,863 55.7% 1,675,160 $58 $96,579,850

Source: The Innovation Group

Overnight Tourist

Again, the overnight tourist segment reflects tourists that utilize the area’s non-casino
hotels that patronize the casino as a secondary attraction. This segment primarily includes
leisure tourists, business travelers and pass-through travelers. The Innovation Group
analyzed the existing hotel room inventory in the immediate market, generally defined
using a 20-mile radius around the development site. As discussed in the tourism section,
we identified a total of 97 hotels, yielding about 7,900 rooms. We assumed that the room
inventory would grow to 8,245 by 2011.

We assumed an occupancy rate of 70% for these rooms, consistent with the current
market average. Also, we projected the subject gamer capture rate at 2.9% and a win per
room night of $95. After compiling these factors, we estimated gaming revenue
associated with the overnight tourist segment at $5.9 million in 2011.

Overnight Tourist Gaming Revenue - Phase | (2011)

Room Gamer Gamer  Win per
Room Night Capture Room Room Gaming
Tourist Component Inventory  Occupancy  Demand Rate Nights Night Revenue
Transient Tourist 8,245 70.0% 2,106,522 2.9% 61,616 $95 $5,855,039
Source: The Innovation Group
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Traffic Intercept

The vehicle count estimates were based on information obtained from the Kansas
Department of Transportation and adjusted to reflect only pass-through vehicles. The
Average Annual Daily Traffic (“AADT”) was estimated at 19,100 for 1-35 in the area of
the development in 2011. We assumed that traffic volume would grow at a conservative
average annual rate of 1.0%.

The pass-through percentage was estimated at 60%, typical for highway stretches
between metropolitan areas. These pass-through travelers would generally be coming
from or going to the large cities to south, such as Tulsa and Oklahoma City.

The Innovation Group estimated the gamer capture rate at about 0.9%. The capture rate
reflects the Phase | development plan, but also the visibility and excellent access
associated with the development. After compiling these factors, The Innovation Group
estimated gamer visits at 53,200, and gaming revenue of $2.5 million based on a
conservative win per visit of $47. The calculation is outlined below.

Traffic Intercept Gaming Revenue - Phase | (2011)

Pass-
through Adults / Capture Gamer Win per Gaming
Highway AADT % Vehicle % Visits Visit Revenue
Interstate 35 19,059 60% 1.4 0.9% 53,176 $46.80 $2,488,657

Source: Kansas Department of Transportation, The Innovation Group

Total Gaming Revenue Forecast — Phase I (2011)

Combining revenues from all sources, The Innovation Group forecasted gaming revenue
for the subject property at $104.9 million in 2011. The local market component accounts
for about 92% of the total, with the tourism components reflecting the balance. The
following table summarizes our gaming revenue forecast segregated by market
component for the subject project:

Subject Total Gaming Revenue - Phase | (2011)

Win per Gaming
Gamer Visits Visit Revenue % of Total
Local Market 1,675,160 $58 $96,579,850 92.0%
Transient Tourist 92,424 $63 $5,855,039 5.6%
Traffic Intercept 53,176 $47 $2,488,657 2.4%
Total 1,820,760 $58 $104,923,547 100%
Source: The Innovation Group
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PHASE II FORECAST

This section of the report forecasts the gaming revenue associated with the Phase 1l
development plan, expected to be open in late 2011. The Phase Il plan expands the casino
to 2,000 slot machines and 50 table games, including a 10-table poker room. The food
and beverage offering would also be expanded to include a buffet, steakhouse and sports
bar. In addition, the facility would offer a retail venue, another live performance venue
and a multi-purpose entertainment and meeting venue.

Local Market

We updated the gravity model to consider the upgraded facility. In addition to the size of
the casino in terms of gaming position, we assumed that the overall attractiveness of the
facility would increase. The attractiveness would be mainly be enhanced by the expanded
food and beverage offering and the live performance venue. These enhancements would
increase the gaming factors for the various market segments as well as the subject’s
capture.

Local Market Gaming Factors

The gaming factors were adjusted higher to reflect the Phase Il development plan. The
higher propensity rates primarily reflect the inclusion of table games, as the casino would
now tap a new customer segment. The higher frequency and win per visit factors reflect
the increase in size generally as well as the overall attractiveness of the facility. Note that
the adjusted factors are still influenced by drive time and income levels.

Local Market Gaming Factors —
Phase 11 (2012)
Market Segments Propensity  Frequency WPV

Primary 37.5% 13.9 $65
Secondary North 23.0% 9.0 $97
Salina 19.5% 7.9 $101
Secondary Northeast 23.0% 9.0 $88
Secondary Southeast 23.5% 8.8 $95
Tertiary East 14.0% 6.9 $109
Secondary South 37.6% 14.0 $62
Secondary West 26.0% 9.9 $89
Tertiary West 21.0% 8.3 $104
Oklahoma Northern 43.6% 14.9 $60
Oklahoma Tertiary 25.8% 9.7 $87

Source: The Innovation Group
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Local Market Summary

The estimated gaming factors outlined above were then applied to the gamer population
counts discussed earlier. The weighted average propensity and frequency increased to
30.3% and 12.2, respectively, resulting in local market gamer visits of 3.68 million in
2012. Local market gaming revenue was estimated at $263.9 million; an increase of
about 33% relative to the Phase | forecast. The gain reflects a 22% increase in gamer
visits combined with a 9% increase in win per visit, as displayed below.

Local Market Summary - Phase 11 (2012)

Gamer Gamer Win per Gaming

Market Segments Adults Propensity ~ Gamers  Frequency Visits Visit Revenue
Primary 396,791 37.5% 148,797 13.9 2,073,928 $65 $133,940,908
Secondary North 80,055 23.0% 18,413 9.0 165,512 $97 $16,128,713
Salina 82,970 19.5% 16,179 79 127,459 $101 $12,917,200
Secondary Northeast 50,660 23.0% 11,652 9.0 104,737 $88 $9,184,614
Secondary Southeast 14,141 23.5% 3,323 8.8 29,201 $95 $2,784,646
Tertiary East 50,901 14.0% 7,126 6.9 48,942 $109 $5,321,246
Secondary South 41,532 37.6% 15,616 14.0 219,231 $62 $13,674,200
Secondary West 18,013 26.0% 4,683 9.9 46,355 $89 $4,124,604
Tertiary West 31,750 21.0% 6,667 8.3 55,220 $104 $5,724,829
Oklahoma Northern 57,809 43.6% 25,205 14.9 376,763 $60 $22,690,522
Oklahoma Tertiary 172,471 25.8% 44,498 9.7 431,448 $87 $37,375,359
Total 997,092 30.3% 302,158 12.2 3,678,796 $72 $263,866,840
% Change (2011) 0.2% 8.1% 8.3% 12.9% 22.3% 8.6% 32.8%

Source: The Innovation Group

Subject Capture

Based primarily on the inclusion of table games and increased quality and scope of the
project, we estimated that the subject’s capture rate would adjust to 66.5%. Note that the
subject’s capture of the Primary and Secondary South markets increased to 93% and
89%, respectively. The resulting gamer visit count of 2.45 million reflects a 46% gain
over the Phase | forecast. Assuming a win per visit of $65, subject local market gaming
revenue calculated to $159.0 million.

Subject Local Market Gaming Revenue - Phase 11 (2012)

Market Subject Subject Win per Gaming

Market Segments Gamer Visits Capture Gamer Visits Visit Revenue
Primary 2,073,928 92.7% 1,921,517 $62 $119,438,951
Secondary North 165,512 57.3% 94,785 $81 $7,688,291
Salina 127,459 30.7% 39,156 $89 $3,470,656
Secondary Northeast 104,737 17.8% 18,679 $85 $1,581,135
Secondary Southeast 29,201 41.2% 12,033 $81 $975,536
Tertiary East 48,942 19.0% 9,314 $102 $947,349
Secondary South 219,231 89.3% 195,776 $61 $11,846,326
Secondary West 46,355 67.5% 31,309 $76 $2,378,151
Tertiary West 55,220 47.6% 26,268 $88 $2,315,153
Oklahoma Northern 376,763 3.7% 13,867 $75 $1,041,688
Oklahoma Tertiary 431,448 19.4% 83,636 $88 $7,372,702
Total 3,678,796 66.5% 2,446,340 $65 $159,055,937
% Change (2011) 22.3% 19.4% 46.0% 12.8% 64.7%
Source: The Innovation Group
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Overnight Tourist

Again, the overnight tourist segment reflects tourists that utilize the area’s non-casino
hotels that patronize the casino as a secondary attraction. We projected that the subject
gamer capture rate would increase from 2.9% to 4.5%, again reflecting the inclusion of
table games and increased scope of the project. With the expanded food and beverage
offering, tourist would view the facility more as an attraction. Using a higher win per
room night of $105, we estimated overnight tourist gaming revenue at $9.95 million.

Overnight Tourist Gaming Revenue - Phase 11 (2012)

Room Gamer Gamer  Win per
Room Night Capture Room Room Gaming
Tourist Component Inventory  Occupancy  Demand Rate Nights Night Revenue
Transient Tourist 8,245 70.0% 2,106,522 4.5% 94,794 $105 $9,953,318

Source: The Innovation Group

Traffic Intercept Forecast

Similarly, we adjusted the capture rate and win per visit for the traffic intercept model.
The new factors yielded an incremental gaming revenue figure of $3.95 million for traffic
intercept segment; an increase of 59% relative to the Phase | forecast.

Traffic Intercept Gaming Revenue - Phase 11 (2012)

Pass-
through Adults / Capture Gamer Win per Gaming
Highway AADT % Vehicle % Visits Visit Revenue
Interstate 35 19,059 60% 1.4 1.3% 75,966 $52.00 $3,950,250

Source: Kansas Department of Transportation, The Innovation Group

Oklahoma City Incremental

While the Oklahoma City market is outside the local market area as defined, we believe
that due to the size of this market, it would have a material incremental impact on the
subject. Oklahoma City is about 135 miles from the subject, with excellent access via I-
35. Currently, the casinos in Oklahoma do not offer a full selection of table games,
exhibiting only player banked poker and blackjack. Also, these casinos have yet to evolve
into major gaming destinations. The Innovation Group believes that a small percentage of
Oklahoma City gamers would be attracted to the subject primarily due to the extensive
table game offering, and the scope and quality of the facility generally.

We estimated the adult population for the Oklahoma City metro area at about 877,000 in
2011. We further estimated the propensity to visit the subject at 2.2%, reflecting a portion
of the overall gamers that might be attracted to the subject’s table game offering and
destination concept. Assuming a frequency of 3.5 and a win per visit of $97, incremental
gaming revenue associated with Oklahoma City calculated to $6.5 million, as displayed
below.
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Oklahoma City Incremental Gaming Revenue

Subject
Adult Target Gamer Win per Gaming
Population ~ Propensity ~ Gamers  Frequency Visits Visit Revenue
Oklahoma City 877,150 2.2% 19,297 35 67,541 $96.83 $6,540,000

Source: The Innovation Group

Total Gaming Revenue Forecast — Phase II (2012)

Combining revenues from all sources, The Innovation Group forecasted gaming revenue
for the subject property at $179.5 million in 2012. Note that the local market component
now accounts for about 89% of the total revenue down from 92% for the Phase | forecast.
The decline reflects a facility that has more of a tourist draw. The following table
summarizes our gaming revenue forecast segregated by market component for the subject
project.

Subject Total Gaming Revenue - Phase 11 (2012)

Win per Gaming
Market Component Gamer Visits Visit Revenue % of Total
Local Market 2,446,340 $65 $159,055,937 88.6%
Transient Tourist 142,190 $70 $9,953,318 5.5%
Traffic Intercept 75,966 $52 $3,950,250 2.2%
Oklahoma City 67,541 $97 $6,540,000 3.6%
Total 2,732,037 $66 $179,499,505 100%

Source: The Innovation Group

Gaming Revenue Forecast (FY 2011 — FY 2015)

The Innovation Group forecasted gaming revenue for the five-year timeframe of the
report (2011-2015). We assumed a conservative rate of growth of 2.5% in 2013 through
2015, resulting in gaming revenue of $193.3 million by 2015.

The win per position figure associated with the Phase Il facility calculated to $214
(2012). At this level the casino would realize a high degree of operational efficiency,
while offering sufficient capacity during peak times. Note that the win per position figure
is higher during 2011, as the Phase | facility offers limit capacity.

Subject Gaming Revenue (2011 - 2015)

2011 2012 2013 2014 2015

Gaming Revenue $104,923,547 $179,499,505 $183,986,993 $188,586,668 $193,301,334
Visitation 1,820,760 2,732,037 2,759,358 2,786,951 2,814,821
Win per Visit $57.63 $65.70 $66.68 $67.67 $68.67
Number of Positions 1,300 2,300 2,300 2,300 2,300
Win/Position/Day $221 $214 $219 $225 $230
Source: The Innovation Group
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PRO-FORMA OPERATING STATEMENT

The pro-forma operating statement projects the potential Earnings before Interest, Taxes,
Depreciation & Amortization (“EBITDA”) for the subject casino project. The estimates
outlined in the operating statement were based on a detailed analysis of the income and
costs elements associated with the project and take into consideration the operating
characteristics of casinos in comparable jurisdictions. Existing and assumed future
market dynamics were also taken into consideration during the analysis.

Pro-Forma Operating Statement - Sumner County - Foxwoods

2011 2012 2013 2014 2015
Revenues:
Table $0 $17,949,951 $18,398,699 $18,858,667 $19,330,133
Slots $104,923547 159,216,061 163,196,463 167,276,374 171,458,284
Poker $0 2,333,494 2,391,831 2,451,627 2,512,917
Gross Gaming $104,923,547  $179,499,505  $183,986,993  $188,586,668  $193,301,334
Food and Beverage 5,052,610 16,228,302 16,636,444 17,054,851 17,569,907
Retail & Other 409,671 2,390,533 2,450,655 2,512,289 2,588,160
Total Gross Revenue $110,385,828  $198,118,340  $203,074,092  $208,153,807  $213,459,401
Less: Promotional Allowances 6,295,413 14,359,960 14,718,959 15,086,933 15,464,107
Net Revenues $104,090,416  $183,758,380  $188,355,132  $193,066,874  $197,995,295
Departmental Expenses:
Tables $0 $5,542,638 $5,625,777 $5,710,164 $5,824,367
Slots 6,023,213 8,626,019 8,755,409 8,886,740 9,064,475
Poker 0 1,059,245 1,075,134 1,091,261 1,113,086
Cage/ Count 1,690,085 2,511,698 2,549,373 2,587,614 2,639,366
State Gaming Tax 28,329,358 48,464,866 49,676,488 50,918,400 52,191,360
Commission Expense 2,098,471 3,589,990 3,679,740 3,771,733 3,866,027
Food & Beverage 4,042,088 13,794,057 13,928,863 14,064,986 14,344,851
Retail & Other 245,803 1,434,320 1,448,337 1,462,491 1,491,592
General and Administration 9,966,276 14,996,363 15,221,308 15,449,628 15,758,620
Property Taxes 1,350,000 4,350,000 4,350,000 4,350,000 4,350,000
Facilities and Maintenance 4,271,455 6,803,595 6,905,649 7,009,233 7,149,418
Marketing 7,611,821 12,191,754 12,374,630 12,560,250 12,811,455
Security and Surveillance 2,589,593 3,512,017 3,564,697 3,618,167 3,690,531
Total Expenses $68,218,161  $126,876,560 $129,155,405  $131,480,668  $134,295,148
EBITDA $35,872,255 $56,881,819 $59,199,727 $61,586,206 $63,700,147
EBITDA % 34.5% 31.0% 31.4% 31.9% 32.2%
EBITDA % (excluding taxes) 61.7% 57.3% 57.8% 58.3% 58.5%
Source: The Innovation Group
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Pro Forma Assumptions

Revenues

Gaming Revenue
The assumptions with regard to the gaming revenue forecast are detailed in the Gaming
Market Assessment section of the report.

Food & Beverage

The food & beverage revenue estimate assumes a sufficient offering to meet demand. The
forecast was based on the expected admissions times a participation rate. We estimated
the average check at about $10 (2012) per food and beverage patron.

Retail & Other

The retail & other revenue generally reflect revenue associated with the gift shop,
entertainment and check cash/ATM charges. The estimate was based on results in
comparable markets.

Promotional Allowance

The promotional allowance expense item, or the retail value of goods provided to gaming
customers, was forecasted at 8% of gross gaming revenues reflecting the competitive
environment anticipated for the region.

Departmental Expenses

Table/Slots/Poker/Cage & Count

The gaming component includes the costs of operating the casino floor, including the
cage and count room. The expenses are generally associated with labor, supplies,
equipment and outside services. The estimates assume an efficient slot operation
featuring ticketing technology with staffing levels that would foster a service oriented
casino operation. Labor burden associated with taxes and benefits was estimated at 32%
of salaries and wages.

State Gaming Taxes
The Innovation Group assumed a statutory state gaming tax rate of 27.0% per our
understanding of the Kansas gaming legislation.

Commission Expense

This expense item reflects an allocation of 2% of gaming revenue to cover Kansas
Lottery Commission and Kansas Racing and Gaming Commission expenses.

The Innovation Group Project #044-09 April 2009 Page 33

870



Food & Beverage

Food & beverage expenses were estimated at 85% of food and beverage revenues in the
first year of operation, improving to 81% by Year 5 as efficiencies take hold. The low
margins reflect the nature of food & beverage operations in gaming market.

General & Administrative

General & administrative expenses include all administrative salaries and wages for the
casino, and were based on an analysis of necessary labor positions and wage rates.
Included in this figure are the general manager and support staff, purchasing, human
resources, information systems, and finance and accounting. The department also
includes expenses such as supplies, travel and entertainment, outside professional fees,
insurance costs, and energy.

Property Taxes
The property tax forecast was provided by the Company and judged to be reasonable by
The Innovation Group.

Facilities & Maintenance

Maintenance expenses are based on estimates for maintaining and repairing the facility
and related grounds. This figure includes the costs of cleaning the facility on a daily basis
and assumes that maintenance workers are on staff thereby eliminating the need for any
significant outside services. Figures assume that management will have an ongoing
capital expenditure policy to reserve for significant capital expenditure items.

Marketing

Marketing expenses include all of the costs to staff the marketing department for the
casino, as well as all advertising and promotional costs (exclusive of promotional
allowance). The figures are consistent with a marketing program for this type of casino
in an effort to provide a year round flow of customers. Aggressive marketing programs
for both slot patrons and table patrons as well as on floor promotions and giveaways were
assumed in order to create an atmosphere of excitement and to position the property to
capture the market share assumed in the Gaming Market Assessment.

Security & Surveillance

Security and surveillance costs reflect the payroll and other expenses associated with the
recommended operation. The cost figure assumes one director for both functions.
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DESTINATION IMPACT

The Innovation Group analyzed the tourism impact of the proposed facility. Considering
the Phase Il development plan, this facility would exhibit characteristics that make it a
destination casino. These characteristics are generally related to the amenity offering,
which includes the extensive food and beverage offering, various bars and lounges and
live performance and multi-purpose entertainment and meeting venue.

Due to the competitive characteristics of the south Kansas market area, The Innovation
Group believes that these destination elements are necessary. We believe, and the market
assessment considers, that the subject would need to compete effectively for business in
the outer markets. In rural Kansas there are many small to medium sized towns scattered
throughout. Many of these population centers such Salinas (north), Emporia (northeast),
Bartlesville (southeast) and Ponca City and Enid, OK (south) would have alternative
gaming options, generally related to Kansas City and Oklahoma Native American
casinos.

The casinos on the Missouri side of Kansas City have evolved into entertainment
destinations in their own right, featuring high-end hotels, numerous eating venues and
some night clubs. Ameristar Kansas City has a theater and presents headliner
entertainment on a fairly frequent basis. The Harrah’s casino features the popular
VooDoo Lounge, a themed nightclub, while Argosy presents a very nice hotel. The only
casino in the existing Kansas City market that does not have destination characteristics is
the Isle of Capri. In addition, the proposed casino for Wyandotte County is expected to be
a destination facility with a decent non-gaming amenity package. Regarding northern
Oklahoma, the casino offering continues to evolve. The most significant of which is the
Kaw Nation South Wind Casino, located near Newkirk, about 15 miles from I-35.

Again, the gaming revenue and therefore tax revenue forecast contained in the market
assessment assumes that the Sumner County destination casino would compete
effectively for the tourist market. We estimated that more than 33% or $60 million of
gaming revenue would come from outside of the Wichita area, reflecting day trips from
patrons in the outer markets and the tourism segment. The tourism segment relates to the
overnight non-casino hotel segment and traffic intercept segment. We believe the tourism
segment would realize significant patronage from Oklahoma City and other cities in
northern Oklahoma, attracted by the non-gaming amenities not generally offered by
Native American casino in Oklahoma. Further, the assessment assumed that facility
would make Sumner County a destination for groups and meetings seeking meeting
space. The table below segregates gaming revenue by the local market and destination
impact.
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Gaming Revenue Segmentation — Phase 11 (2012)

Win per
Gamer Visits Visit Gaming Revenue % of Total
Day Trips from Outside Wichita 524,823 $75 $39,616,987
Tourism 285,697 $72 $20,443,568
Destination Subtotal 810,521 $74 $60,060,555 33%
Local (Wichita) 1,921,517 $62 $119,438,951 67%
Total 2,132,037 $66 $179,499,505 100%

Source: The Innovation Group

In addition, the proposed destination resort casino is expected to generate significant
revenues from components other than gaming. These revenues are primarily related to the
amenities of the project, including the extensive restaurant offering, retail store, live
performance and meeting venue. In total, we estimated revenue associated with these
components at about $19 million or 9.4% of the total. As Las Vegas evolved into an
international destination, the proportion of revenue associated with gaming decreased
substantially. The hotels added larger pools and different attractions, while the restaurant
offering features most of the well known brands. This destination contains some of the
largest retail malls in existence. We expect the Sumner County destination casino to
follow the same pattern in terms of other non-gaming revenue sources as it expands to
meet market demand.

Revenue Distribution

Component Revenue % of Total
Gaming $179,499,505 90.6%
Food & Beverage 16,228,302 8.2%
Other 2,390,533 1.2%
Total $198,118,340 100.0%

Source: The Innovation Group

In summary, the proposed facility exhibits the needed destination elements to attract
patronage from an expanded market area. Situated with excellent access from 1-35, which
connects 1-70 to some large cities to the south, the development site is positioned to
capture a significant tourism market. We expect revenue associated with the destination
elements to be significant and increase over time as submarkets, such as the convention
and entertainment, become established.
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DISCLAIMER

Certain information included in this report contains forward-looking estimates,
projections and/or statements. The Innovation Group has based these projections,
estimates and/or statements on our current expectations about future events. These
forward-looking items include statements that reflect our existing beliefs and knowledge
regarding the operating environment, existing trends, existing plans, objectives, goals,
expectations, anticipations, results of operations, future performance and business plans.

Further, statements that include the words "may,"” "could,” "should,” "would,” "believe,"
"expect,” "anticipate,” "estimate,” "intend,” "plan,” “project,” or other words or
expressions of similar meaning have been utilized. These statements reflect our judgment
on the date they are made and we undertake no duty to update such statements in the
future.

Although we believe that the expectations in these reports are reasonable, any or all of the
estimates or projections in this report may prove to be incorrect. To the extent possible,
we have attempted to verify and confirm estimates and assumptions used in this analysis.
However, some assumptions inevitably will not materialize as a result of inaccurate
assumptions or as a consequence of known or unknown risks and uncertainties and
unanticipated events and circumstances, which may occur. Consequently, actual results
achieved during the period covered by our analysis will vary from our estimates and the
variations may be material. As such, The Innovation Group accepts no liability in
relation to the estimates provided herein.
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Page 1 of 1

Stephen Martino

From: Stephen Martino

Sent:  Thursday, September 17, 2009 2:52 PM
To: ‘Martha Sabol’

Ce: Jay Hall; Patrick Martin

Subject: Follow-up from Review Board meeting

Martha:

Yesterday's Review Board meeting yielded a number of requests for clarification and more information. They are:

1. The board wants an explanation, which can be in chart form, that breaks down the equity ownership positions
of all parties.

2. The board wants a break down of all nongaming amenities (restaurants, retail, entertainment, hotel) and their
size in the first phase of all the casinos developed, constructed or opened by the Lakes.

3. The board wants information on how the applicant intends to spend the remaining $100 million of its initial
capital investment requirement.

4, Of the contributions made by Och-Ziff and Clairvest, are those from cash reserves of these two entities or are
they seeking debt financing from another source to make their equity contributions to the proposal?

5. Lakes said that they would issue additionat stock to raise their portion of the equity contribution. What
contingency plans does the joint venture have in place should Lakes not raise enough money in its stock offering
to cover its capital commitment to the proposal?

6. What is the involvement in this project by individuals and entities that were participating in the Prairie Sky
proposal under the name Double Down? Individuals or companies included in this could include McPherson
Contractors, MRV, Equity Ventures, Nancy Seitz, Bruce Christiansen, Bruce McPherson, Michael McPherson, James
Walker and Jeffrey Ungerer. Do any of these groups or individuals have an equity interest now? Have they been
approached to have an equity interest in phase II? Is there any relationship -- contractual, written or otherwise -
- between the applicant, Chisholm Creek, and any of these individuals or entities?

7. Submit the entire consultant study that was commissioned by the applicant to assess potential income of the
proposal including gross gaming revenue. We need the methodology, too.

8. Cutline your Phase II financing plans.

9. Submit electronic copies of all drawings and renderings shown yesterday.

We would appreciate submission of these requests by close of business Monday. The information should be sent
to Jay Hall and me and can be transmitted electronically.

If you have any questions, please let me know.

Please note my email address has changed to: stephen.martino@krgc.ks.gov
Stephen Martino

Executive Director

Kansas Racing and Gaming Commission

700 SW Harrison, Suite 500

Topeka, KS 66603

785 296 5800

785 296 0900/fax
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Quantitative Comparison — Phase 1 only (South Central Zone)

Chisholm Creek

Original Lakes Proposal

Investment in Infrastructure

$125 million initially

$292 million

Number of Slot Machines

1300-1500

2000

Number of Tables

30 (200 positions)

60 (360 positions)

Hotel Rooms

150-200 room hotel
possible, but not guaranteed

250 room hotel

Full Time Employees

409

1748

Estimated Number of
Tourists (players living 100
or more miles away)

Approximately 11.4% of all
guests (285,397 in Phase II)

800,000 (with hotel)

Average Net Machine $221 $247
Income Per Day Estimated

By Applicant

Average Net Table Income | $163 $198

Per Position Per Day
Estimated By Applicant
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October 13, 2009

Jackie Helms
272 N. Sumac M0t 15 All: gy
Olathe, KS. 66061

Chief Robert Krehbiel + 42k er Zario GAHING ConpmoD

Kansas State Gaming Commission
- Dear Sir:

I have taken the liberty of enclosing two KC Star articles that appeared in
today’s paper for your review! As you readily see, the two subjects pertain
To gambling casinos as well as the ‘grim’ outlook of the Kansas budget.

It is disheartening to me to understand where the Kansas Legisiature is
Coming from? It appears that they pursue their own agendas and desires
Without a care for those that pay their wage and benefits. ...the Kansas
Taxpayer.

My husband and I go to the Argosy Casino as well as the Prairie Band
Casino. The parking lots are full, each time we go,which is for our
enjoyment. The Prairie Band Casino’s lot was so full of Kansas people,
That there wasn’t any place to park, except at the hotel. KANSAS IS
ON THE LOSING END OF THIS PROCRASTINATION OF LAW-
MAKERS. The monies lost would go a long way to solve the budget
Deficit. The ‘coffers’ of Missouri is benefiting from the Kansas doliars.

Please Sir, take action for us the Kansas people who want gaming in this
State. The Woodlands and the Schliterbaum business wish to build out-
Standing Casinos, but are refused by a handful of politicians who seek
Their own interests.

I also wish to recommend, that you inquire about the tax regulations
That are paid to Missouri by the casinos, to have a fair proposal for the
Interested parties wishing to build in Kansas.

Thank you for taking time to read my lengthy letter. Hopefully, we will
Achieve the goals of casinos in Kansas!
Sincerely yours,

878



