NEW VIEWS

NEW PERSPECTIVES ON
A LEGENDARY DESTINATION

After a one billion dollar evolution, Mohegan Sun offers more unique
experiences than ever before. A deluxe hotel. A 10,000-seat
arena. A new casino. And new entertainment, dining and retail
environments. But these aren’t the only scenes that have our
customers doing double-takes. Because behind every one-of-a-

kind moment, there’s an employee doing something even

more amazing. That’s the true Mohegan Sun difference.

And the reason the sights here just keep getting more

and more spectacular. Enjoy the view.




11,487 BEDS MADE EVERY WEEK

On an average day, each member of Mohegan Sun’s housekeeping
staff prepares more than 14 guest rooms in the new 1,200-room
hotel — which typically means making 450 square feet sparkle in
less than 30 minutes. The intense attention to detail hasn’t gone
unnoticed. Our hotel is already a favorite among gamers,
dignitaries and celebrities from around the world, boasting
luxurious rooms and suites, the Northeast’s largest ballroom

and a world-class spa, salon, pool, solarium and fitness

center. All of which are designed to make our guests

feel completely at home — and worlds away from the

everyday or the ordinary.







75 FEET ABOVE THE FLOOR, 5 NIGHTS A WEEK

The best seats in the house? They belong to our
entertainment technicians, who coordinate countless
lighting and sound elements during every Mohegan Sun
show. They’re just one of the reasons the hottest concerts,
championship sporting events and top comedy acts are
elevated to new levels in our many entertainment venues.
Great performances by world-famous acts become
unforgettable events in the new, state-of-the-art, 10,000-seat

Mohegan Sun Arena, the intimate Cabaret, and the one-of-a-kind

Wolf Den. Crowds are buzzing before the curtain even rises.




i VIEW OF TIM MCGRAW CONCERT AT MOHEGAN SUN ARENA
i FROM SECTION 116, ROW D, SEAT 1




4,212,000 LIMES PER YEAR

Beverage servers in Mohegan Sun’s Casino of the Earth and Casino

of the Sky contend with a lot more than complicated drink orders.

Every night, each carries more than 45 trays through almost 315,000
square feet of gaming space and crowds of more than 11,500 patrons.

It's not easy when everyone’s attention is focused on over 6,000 slot
machines, hundreds of the region’s most popular table games and two of
the world’s biggest, most exciting gaming environments, featuring howling
animatronic wolves, a glowing, three-story crystal mountain and the largest

planetarium dome on the planet.




VIEW FROM LEFFINGWELLS,

HIGH ATOP WOMBI ROCK




685 MEALS PER HOUR

Peek into the kitchens of Mohegan Sun’s 29 different restaurants
and cafes. You'll find 36 varieties of fresh bread. 50 different
appetizers. 140 entrees. 40 desserts. And world-class chefs
who, every day, delight more than 16,440 diners — that’s over

6 million diners annually. But it's not just diversity that
draws the crowds. Mohegan Sun’s dining venues offer
atmospheres as deliciously different as the dishes, from

sleek and sophisticated to cool and casual. When

customers sit down to our tables, they expect not just

a meal, but magic.







There’s never a dull moment for the nearly 400 employees who

work in The Shops at Mohegan Sun. 2 million customers a year flock

to a shopping experience like nothing else on earth, featuring 32
one-of-a-kind stores and unique boutiques. Besides an astonishing
array of goods and gifts from top designers, name brands and Native
American artisans, The Shops at Mohegan Sun delight customers at every
turn with an atmosphere that’s as thrilling to stroll as it is to shop. So if
our shoppers seem in a hurry, excuse them. With so much to see, there’s not

a second to waste.



VIEW OF THE SHOPS AT MOHEGAN SUN FROM BENEATH THE TREE OF LIFE
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CHECK OUT THE VIEW
FROM A FINANCIAL PERSPECTIVE

The unprecedented success of our expansion is reflected in the
incredible new sights throughout Mohegan Sun, as well as the
astonishing numbers our hotel, restaurants, entertainment, gaming and
retail venues are generating. But ultimately, they all add up to

an even more impressive set of figures — the financial ones, which
may be just as inspiring as the thundering waterfalls, glowing

crystal mountain or front-row seats. See for yourself.



FINANCIAL HIGHLIGHTS

Net Revenues and Adjusted EBITDA Growth (in thousands)
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Operating Results:

Gross revenues $ 1118818 $ 857977 $ 809,314
Promotional allowances $ (77,050) $ (71,372)  $ (70,044)
Net revenues $ 1,041,768 $ 786,605 % 739,270
Income from operations $ 213680 $ 267,935 $ 195,514
Income from continuing operations $ 100,032 $ 214532 % 146,608
Net income $ 100,032 $ 213941 % 145,934

Other Data:

Adjusted EBITDA(¥) $ 280,525 $ 256,164  $ 253,955
Interest expense, net of capitalized interest $ 77461 $ 20375 $ 37,799
Capital expenditures $ 224,743  $ 728,742 % 288,278
Net cash flows provided by operating activities $ 183699 $ 201,338 $ 194,845

Balance Sheet Data:

Total assets $ 1,714,055 $ 1,554,693 $ 885,379
Long-term debt and capital lease obligations $ 1052173 % 909,514 % 506,391

*Adjusted EBITDA represents earnings before interest, income taxes, depreciation and amortization, pre-opening costs
and expenses, accretion of relinquishment liability discount and relinquishment liability reassessment adjustment on
the relinquishment liability to Trading Cove Associates pursuant to the Relinquishment Agreement, management fees
pursuant to the Management Agreement, discontinued operations, extraordinary items and other non-operating
expense, net. Adjusted EBITDA should not be considered as an alternative to any measure of performance as
promulgated under accounting principles generally accepted in the United States of America, or GAAP (such

as operating income or net income), nor should it be considered as an indicator of the Authority’s overall financial
performance. Adjusted EBITDA information has been included for those investors who find it a useful tool for
measuring operating performance. The Authority’s calculation of Adjusted EBITDA is likely to be different from the
calculation of EBITDA or similar measurements used by other companies and therefore comparability may be limited.
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restaurants which include the 350-seat Sunburst Buffet, the Rising
Moon Gallery of Eateries, Fidelia’s, Rain and Tuscany.

Hotel revenues for the fiscal year ended September 30, 2002 were
$20.9 million due to the opening of the Mohegan Sun hotel in April
2002. Average daily room rates were $172 for the fiscal year ended
September 30, 2002 with an occupancy rate of 77.4%. Revenue per
available room was $133. There were no hotel revenues for the fiscal
year ended September 30, 2001.

Retail, entertainment and other revenues increased $6.3 million,

or 11.0%, to $63.8 million for the fiscal year ended September 30,
2002 from $57.5 million for the same period in the prior year. The
increase is mainly attributable to increases in entertainment and
tenant revenue, partially offset by decreases in retail, gasoline and
convenience center revenue. Entertainment revenue increased by
$6.3 million, or 112.7%, primarily due to the opening of the Mohegan
Sun Arena on September 25, 2001. There were 66 Mohegan Sun Arena
events and 294 Cabaret events held during the fiscal year ended
September 30, 2002. The average ticket price for a Mohegan Sun
Arena event was $27, while the average ticket price for a Cabaret
event was $17. Tenant revenues were $4.6 million due to the addition
of the Shops at Mohegan Sun. There were no tenant revenues during
the fiscal year ended September 30, 2001. Retail, gasoline and
convenience center revenues decreased by $6.0 million for the fiscal
year ended September 30, 2002, due to the shift in point redemption
from the Mohegan Sun managed retail outlets and the Mohegan Sun
gasoline and convenience center to the tenant operated outlets in

the Shops at Mohegan Sun.

Promotional allowances for the fiscal year ended September 30, 2002
increased by $5.7 million, or 8.0%, to $77.1 million from $71.4
million for the fiscal year ended September 30, 2001. The increase is
principally attributable to the addition of hotel complimentaries of
$8.1 million partially offset by a decrease in gas and cigarette
complimentaries of $1.9 million and $1.2 million, respectively.

Total operating costs and expenses for the fiscal year ended
September 30, 2002 increased by $309.4 million, or 59.7%,

to $828.1 million from $518.7 million for the fiscal year ended
September 30, 2001. The increase is attributable to the additional
operating costs resulting from the opening of Project Sunburst and
a $47.4 million increase in depreciation and amortization expense
due to the opening of the various stages of Project Sunburst, and a
higher relinquishment liability reassessment adjustment, which had
the effect of reducing operating expenses for the fiscal year ended
September 30, 2001.

Gaming costs and expenses for the fiscal year ended September 30,
2002 increased by $149.9 million, or 39.2%, to $532.0 million from
$382.2 million for the fiscal year ended September 30, 2001. The
majority of the increase is attributable to additional labor costs
associated with the approximately 90-unit increase in table games
and the addition of approximately 2,500 slot machines associated
with the opening of the Casino of the Sky. The Slot Win Contribution
payments to the State of Connecticut also have contributed to the
increase in gaming costs and expenses. The Authority reflected
expenses associated with the Slot Win Contribution totaling $179.6
million and $144.6 million, respectively, for the fiscal years ended
September 30, 2002 and 2001. Also, the point redemption by
Mohegan Sun Player’s Club patrons in the third party retail tenant
Shops at Mohegan Sun resulted in an increase in Mohegan Sun’s
gaming expenses for the fiscal year ended September 30, 2002.
Gaming costs and expenses as a percentage of gaming revenues
were 55.5% in the fiscal year ended September 30, 2002 compared
to 50.9% for the fiscal year ended September 30, 2001.

Food and beverage costs and expenses for the fiscal year ended
September 30, 2002 increased by $19.6 million, or 80.2%, to

$44.0 million from $24.4 million in expenses for the fiscal year
ended September 30, 2001. This increase is the result of higher

food and beverage operating costs, particularly labor costs and other
operating expenses related to the opening of the Rising Moon Gallery
of Eateries, a 350-seat Sunburst Buffet, Fidelia’s, Rain and Tuscany.
Also contributing to the food and beverage costs were banquets and
room service associated with the opening of the Mohegan Sun hotel.
The opening of these additional outlets resulted in an increase in

the number of meals served from 4.0 million in the fiscal year ended
September 30, 2001 to 5.5 million in the year ended September 30,
2002, a 38.6% increase. The cost of sales for food calculated as a
percentage of food revenue was 33.6% for the year ended September

30, 2002 compared to 35.3% for the year ended September 30, 2001.

Hotel costs and expenses for the fiscal year ended September 30,
2002 were $5.2 million due to the opening of the Mohegan Sun
hotel in April 2002.

Retail, entertainment and other costs and expenses for the fiscal year
ended September 30, 2002 increased by $9.8 million, or 48.9%, to
$29.7 million from $20.0 million for the fiscal year ended September
30, 2001. The increase is mainly attributable to a $12.1 million
increase in entertainment costs associated with events held in the

Mohegan Sun Arena during the fiscal year ended September 30, 2002.

Some of these events included concerts by Neil Diamond, Brooks and

Dunn, ZZ Top, Alan Jackson, Marc Anthony, Janet Jackson, Cher, a
stand-up comedy performance by Steve Harvey, a pre-season NBA
basketball game with Michael Jordan and the Washington Wizards,

an HBO hoxing event featuring Arturo Gatti vs. Micky Ward, Arena
Football games and a World Wrestling Entertainment event. The
increase in entertainment costs is partially offset by a decrease

in retail and gas station expenses of $2.7 million for the fiscal year
ended September 30, 2002 compared to the prior year. This decrease
primarily is attributable to lower retail sales in Mohegan Sun operated
retail shops as a result of the addition of the Shops at Mohegan Sun.

Advertising, general and administrative costs and expenses for the
fiscal year ended September 30, 2002 increased by $46.4 million,

or 44.7%, to $150.3 million from $103.9 million for the fiscal year
ended September 30, 2001. This increase is primarily associated with
costs to operate the expanded facility such as utilities, engineering,
risk management and maintenance services, and advertising expenses
targeted to promote Mohegan Sun through all major media outlets.

Pre-opening costs and expenses during the fiscal year ended
September 30, 2002 decreased by $23.6 million, or 75.3%, to

$7.8 million from $31.3 million for the fiscal year ended September
30, 2001.The decrease is associated with the opening of the Casino
of the Sky on September 25, 2001. Pre-opening costs and expenses
for the fiscal year ended September 30, 2002 consisted of expenses
related to the opening of the Mohegan Sun hotel in April 2002.

Depreciation and amortization for the fiscal year ended September
30, 2002 increased by $47.4 million, or 151.5%, to $78.7, million
from $31.3 million for the fiscal year ended September 30, 2001.
This increase was a result of $1.056 billion of assets related to
Project Sunburst, including $63.5 million of capitalized interest

and net of $5.3 million expensed or recorded as inventory, placed

in service between the opening of the first phase of Project Sunburst
in September 2001 and the completion of the second phase of Project
Sunburst in June 2002. Additionally, in accordance with SFAS 142,

the Authority ceased amortizing the Mohegan Sun trademark effective
October 1, 2001. The Authority recorded $3.4 million related to the
amortization of the trademark for the year ended September 30, 2001.

Relinquishment liability reassessment for the fiscal year ended
September 30, 2002 decreased by $54.8 million, or 73.6%,

to $19.6 million from $74.4 million for the fiscal year ended
September 30, 2001, both of which had the effect of reducing
operating expenses. The relinquishment liability reassessment was
the result of a review by the Authority of current revenue forecasts
and the reduction of revenue projections for the period in which

the Relinquishment Agreement applies due to uncertainties involving
economic market conditions that have affected Project Sunburst
revenues and future competition from potential Native American

and other commercial casinos.

Income from operations for the fiscal year ended September 30, 2002
decreased by $54.3 million, or 20.2%, to $213.7 million from $267.9
million for the year ended September 30, 2001. This decrease is
attributable to a lower relinquishment liability reassessment
adjustment of $19.6 million for the fiscal year ended September

30, 2002 compared to the $74.4 million relinquishment liability
reassessment adjustment for the fiscal year ended September 30,
2001, both of which had the effect of reducing operating expenses.
The decrease in the relinquishment liability reassessment adjustment
was offset by an increase in operating costs and expenses associated
with the expansion of Mohegan Sun and increases in depreciation and
amortization associated with the completion of Project Sunburst.
Additionally, in accordance with SFAS 142, the Authority ceased
amortizing the Mohegan Sun trademark effective October 1, 2001.
The Authority recorded $3.4 million related to the amortization of

the trademark for the fiscal year ended September 30, 2001.

Accretion of the discount associated with the relinquishment liability
for the fiscal year ended September 30, 2002 increased by $500,000,
or 1.4%, to $36.3 million from $35.8 million for the fiscal year ended
September 30, 2001. This increase is due to the Authority’s quarterly
accretion of the relinquishment liability to reflect the impact of time
on the value of money, discounted to present value using the
Authority’s current risk-free rate of investment.

Interest income for the fiscal year ended September 30, 2002
decreased by $2.5 million, or 85.7%, to $418,000 from $2.9
million for the fiscal year ended September 30, 2001. The decrease
in interest income resulted from the liquidation of investments and
a decline in return on the invested assets. The Authority invests in
investment-grade commercial paper having maturities of not more
than three months from the date of acquisition.

Interest expense, net of capitalized interest for the fiscal year ended
September 30, 2002 increased by $57.1 million, or 280.2%, to $77.5
million from $20.4 million in expense for the fiscal year ended
September 30, 2001. This increase is mainly attributable to higher
average debt outstanding and a decrease in the amount of capitalized
interest as a result of the decrease in the weighted average
cumulative expenditures for the period due to the opening of the

first phase of Project Sunburst in September 2001 and the completion
of the second phase of Project Sunburst in June 2002. The weighted
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average outstanding debt was $1.1 billion for the fiscal year ended
September 30, 2002, compared to $675.4 million for the fiscal year
ended September 30, 2001. Capitalized interest was $12.4 million
and $40.7 million for the fiscal years ended September 30, 2002
and 2001, respectively. The weighted average interest rate for the
fiscal year ended September 30, 2002 was 7.4%, compared to 8.0%
for the fiscal year ended September 30, 2001.

Loss from discontinued operations for the fiscal year ended
September 30, 2001 was $591,000. The loss is the result of the
decision of the Authority, in conjunction with the Tribe, to cease bingo
operations in order to convert the floor space into the 637-unit Hall
of the Lost Tribes smoke-free slot machine venue. There was no

loss from discontinued operations for the fiscal year ended
September 30, 2002.

Net income for the fiscal year ended September 30, 2002 decreased
by $113.9 million, or 53.2%, to $100.0 million from $213.9 million
for the fiscal year ended September 30, 2001. The decrease in net
income is primarily due to the decrease in income from operations

as more fully described above and an increase in interest expense,
net of capitalized interest. The increase in interest expense was
mainly attributable to higher average debt outstanding and a decrease
in the amount of capitalized interest due to the completion of the first
phase of Project Sunburst in September 2001 and the completion

of the second phase of Project Sunburst in June 2002.

Comparison of Operating Results for the Fiscal Years Ended
September 30, 2001 and 2000:

Net revenues for the fiscal year ended September 30, 2001 increased
by $47.3 million, or 6.4%, to $786.6 million from $739.3 million

for the fiscal year ended September 30, 2000. This increase is
attributable primarily to an increase in gaming revenues as
discussed below.

Adjusted EBITDA for the fiscal year ended September 30, 2001
increased by $2.2 million, or 0.9%, to $256.2 million from $254.0
million for the fiscal year ended September 30, 2000. Mohegan Sun
achieved a 32.6% Adjusted EBITDA margin for the fiscal year ended
September 30, 2001 compared to a 34.4% Adjusted EBITDA margin
for the fiscal year ended September 30, 2000. The decline in the
Adjusted EBITDA margin was the result of labor, marketing and
operating expenses increasing at a greater rate than revenues.

The Connecticut slot market grew at a rate of 4.1% for the fiscal
year ended September 30, 2001 as compared to the fiscal year ended
September 30, 2000. The State of Connecticut reported a gross slot

win of $1.4 billion and $1.3 billion for the fiscal years ended
September 30, 2001 and 2000, respectively. Mohegan Sun exceeded
the market’s growth in slot win as it experienced an increase in gross
slot revenues of 7.0% for the fiscal year ended September 30, 2001
over the fiscal year ended September 30, 2000. Gross slot revenues
were $578.4 million and $540.3 million for the fiscal years ended
September 30, 2001 and 2000, respectively. Gross slot win per unit
per day was $471 and $488 for the respective periods. The decrease
in gross slot win per unit per day was due to an increase in the
weighted average number of slot machines from 3,028 per day

in the fiscal year ended September 30, 2000 to 3,362 in the fiscal
year ended September 30, 2001.

Gaming revenues for the fiscal year ended September 30, 2001
increased by $41.4 million, or 5.8%, to $751.0 million from $709.6
million for the fiscal year ended September 30, 2000. This increase
primarily is due to a 6.3% growth in net slot machine revenues as a
result of the continued growth of the Mohegan Sun customer base,
and the opening of the first phase of Project Sunburst for six days
during fiscal year 2001.

Food and heverage revenues for the fiscal year ended September 30,
2001 increased by $2.2 million, or 4.6%, to $49.5 million from $47.3
million for the fiscal year ended September 30, 2000. This increase

in food and beverage revenues is attributable to a higher average sale
per check, partially offset by a decrease in meals served of 115,000,
or 2.8%.

Retail, entertainment and other revenues for the fiscal year ended
September 30, 2001 increased by $5.1 million, or 9.8%, to $57.5
million from $52.4 million for the fiscal year ended September 30,
2000. This increase is attributable to increased utilization of the
Mohegan Sun gasoline and convenience center.

Promotional allowances for the fiscal year ended September 30, 2001
increased by $1.3 million, or 1.9%, to $71.4 million from $70.0

million for the fiscal year ended September 30, 2000. This increase is
attributable to the increase in gross revenues. Promotional allowances
as a percentage of gaming revenue decreased from 9.9% in the fiscal
year ended September 30, 2000 to 9.5% in the fiscal year ended

September 30, 2001 due to an increase in the redemption of Mohegan
Sun Player’s Club points at retail outlets not managed by the Authority.

Total operating costs and expenses for the fiscal year ended
September 30, 2001 decreased by $25.1 million, or 4.6%, to $518.7
million from $543.8 million for the fiscal year ended September 30,
2000. The decrease primarily is a result of the $74.4 million

reassessment adjustment of the relinquishment liability for the
fiscal year ended September 30, 2001, which had the effect of reducing
operating expenses, compared to the expense of $8.8 million recognized
for the fiscal year ended September 30, 2000. The Authority reviewed
current revenue forecasts and, as a result, reduced revenue projections
for the period in which the Relinquishment Agreement applies, due to
uncertainties involving current economic market conditions that have
affected Project Sunburst revenues and future competition from potential
Native American casinos.

Gaming costs and expenses for the fiscal year ended September 30, 2001
increased by $33.5 million, or 9.6%, to $382.2 million from $348.7
million for the fiscal year ended September 30, 2000. This increase
primarily is due to increases in labor and benefit costs and the allocation
of complimentaries associated with gaming. The Slot Win Contribution
payments to the State of Connecticut also have contributed to the increase
in gaming costs and expenses. The Authority reflected expenses associated
with the Slot Win Contribution totaling $144.6 million and $135.1 million
for the fiscal years ended September 30,2001 and 2000, respectively.
The increase in Slot Win Contribution is related directly to the increase

in gross slot revenues.

Food and beverage costs and expenses for the fiscal year ended

September 30, 2001 increased by $702,000, or 3.0%, to $24.4 million
from $23.7 million in expenses for the fiscal year ended September 30,
2000.This increase is attributable to increased labor and benefit costs.

Retail, entertainment and other costs and expenses for the fiscal year
ended September 30, 2001 increased by $3.3 million, or 20.1%, to $20.0
million from $16.6 million for the fiscal year ended September 30, 2000.
This increase primarily is attributable to the increased utilization of the
Mohegan Sun gasoline and convenience center, as well as the increase

in expenses associated with the Uncas Pavilion, a temporary event
structure. The Uncas Pavilion closed permanently in September 2001.

Advertising, general and administrative costs and expenses for the fiscal
year ended September 30, 2001 increased by $7.6 million, or 7.8%, to
$103.9 million from $96.3 million for the fiscal year ended September

30, 2000. This increase is attributable to increases in advertising expenses
aimed to promote Mohegan Sun.

Pre-opening costs and expenses for the fiscal year ended September 30,
2001 increased by $26.1 million, or 493.9%, to $31.3 million from $5.3
million for the fiscal year ended September 30, 2000. This increase
primarily is comprised of personnel costs and marketing costs associated
with the September 25, 2001 opening of Project Sunburst.

There were no management fees earned by TCA for the fiscal year
ended September 30, 2001, compared to $13.6 million of
management fees for the fiscal year ended September 30, 2000.
The decrease in management fees was a direct result of the
termination of the Management Agreement on December 31, 1999.

Depreciation and amortization for the fiscal year ended September 30,
2001 increased by $556,000, or 1.8%, to $31.3 million from $30.7
million for the fiscal year ended September 30, 2000. This increase

is a result of additional depreciation on capital expenditures made
during the year.

Relinquishment liability reassessment for the fiscal year ended
September 30, 2001 decreased by $83.2 million, or 946.5%, to
the reassessment adjustment of $74.4 million, which had the effect
of reducing operating expenses, from an expense of $8.8 million
for the fiscal year ended September 30, 2000. This decrease is
due to the review by the Authority of the then current revenue
forecasts and the reduction of revenue projections for the period

in which the Relinquishment Agreement applies, due to uncertainties
involving economic market conditions that have affected Project
Sunburst revenues and future competition from potential Native
American casinos.

Income from operations for the fiscal year ended September 30, 2001
increased by $72.4 million, or 37.0%, to $267.9 million from $195.5
million for the fiscal year ended September 30, 2000. This increase
primarily is attributable to the decrease in the relinquishment liability
reassessment from an $8.8 million expense for the fiscal year ended
September 30, 2000 to $74.4 million in income for the fiscal year
ended September 30, 2001.

Accretion of the discount associated with the relinquishment liability
for the fiscal year ended September 30, 2001 increased by $12.8
million, or 55.4%, to $35.8 million from $23.1 million for the fiscal
year ended September 30, 2000. The accretion represents the impact
of the time value of money due to the passage of time.

Interest income for the fiscal year ended September 30, 2001
decreased by $10.5 million, or 78.3%, to $2.9 million from $13.5
million for the fiscal year ended September 30, 2000. The decrease
in interest income resulted from the liquidation of investments to
fund Project Sunburst plus a decline in return on the invested assets.
The weighted average invested cash was $29.1 million and $171.5
million for the fiscal years ended September 30, 2001 and 2000,
respectively. The Authority invests its excess cash in investment-grade
commercial paper having maturities of not more than three months
from the date of acquisition.
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Interest expense, net of capitalized interest for the fiscal year ended
September 30, 2001 decreased by $17.4 million, or 46.1%, to $20.4
million from $37.8 million for the fiscal year ended September

30, 2000. Included in interest expense for the fiscal year ended
September 30, 2001 is a net loss of $4.1 million due to the change
in the fair value of its derivative instruments. The overall decrease
in interest expense mainly is attributable to the capitalization of
$40.7 million in interest on the Bank Credit Facility, the $200.0
million Senior Notes, the $300.0 million 1999 Senior Subordinated
Notes and the $150.0 million 2001 Senior Subordinated Notes.
During fiscal year 2000, $9.9 million of interest expense was
capitalized. The increase in debt was the result of draws on the
Bank Credit Facility and the issuance of the $150.0 million 2001
Senior Subordinated Notes. The weighted average interest rate

was 8.0% and 8.4% for the fiscal years ended September 30, 2001
and 2000, respectively. The weighted average debt outstanding

was $675.4 million and $512.6 million for the fiscal years ended
September 30, 2001 and 2000, respectively.

Other expense, net for the fiscal year ended September 30, 2001
decreased by $1.4 million, or 92.4%, to $115,000 from $1.5

million for the fiscal year ended September 30, 2000. This decrease
is attributable to a loss of $1.7 million for assets disposed of during
fiscal year 2000 compared to a loss of $116,000 for assets
disposed of during fiscal year 2001.

Loss from discontinued operations for the fiscal year ended
September 30, 2001 decreased by $83,000, or 12.3%, to $591,000
from $674,000 for the fiscal year ended September 30, 2000. The
loss is the result of the decision of the Authority, in conjunction with
the Tribe, to cease hingo operations in order to convert the floor
space into the 637-unit Hall of the Lost Tribes smoke-free slot
machine venue.

Net income for the fiscal year ended September 30, 2001 increased
by $68.0 million, or 46.6%, to $213.9 million from $145.9 million
the fiscal year ended September 30, 2000. This increase primarily
is attributable to an increase in income from operations and

a decrease in interest expense more fully discussed above.

LIQUIDITY, CAPITAL RESOURCES AND CAPITAL SPENDING

As of September 30, 2002, the Authority held cash and cash
equivalents of $85.0 million, an increase of $10.7 million from
$74.3 million as of September 30, 2001. Cash provided by operating
activities for the fiscal year ended September 30, 2002 decreased by
$17.6 million, or 8.8%, to $183.7 million from $201.3 million for the

fiscal year ended September 30, 2001. The decrease in cash provided
by operating activities is attributable to lower net income after
adjustments for non-cash items.

Operating activities are a significant source of the Authority’s cash
flows. In addition to cash generated by operating activities, the
Authority has relied on external sources of liquidity to meet its
investing requirements. The principal application of these funds
was capital expenditures incurred in connection with the construction
and development of Project Sunburst and other real property
improvements. While the Authority does not believe that there is
any trend or a likelihood of an event that would adversely impact
the level of cash generated by its activities, there are numerous
potential factors which may cause a substantial reduction in the
amount of cash flow, including, but not limited to the following:

= downturn in the economy and lack of consumer confidence, which
would result in reduced spending on discretionary items such as
gaming activities;

= increased competition in the gaming industry, or the legalization of
gaming activities in the State of Connecticut, which may result in a
substantial decrease in revenue;

= an act of terrorism on the United States of America; and
= operating expenses increasing at a greater rate than revenue.
External Sources of Liquidity

Bank Credit Facility. As of September 30, 2002, the Authority

had $251.0 million outstanding under a $350.0 million reducing,
revolving, collateralized credit facility, or the Bank Credit Facility,

with a syndicate of lenders led by Bank of America N.A. (formerly
known as Bank of America National Trust and Savings Association),
which will mature in March 2004. Pursuant to the terms of the Bank
Credit Facility, the commitment (or the maximum amount that may

be borrowed under the Bank Credit Facility) has been reduced from
$400.0 million to $350.0 million on September 30, 2002, and

will reduce by $50.0 million on the last day of each fiscal quarter
thereafter. The Authority has drawn on the Bank Credit Facility primarily
in connection with Project Sunburst and other capital expenditure
projects. The Bank Credit Facility is collateralized by a lien on
substantially all of the Authority’s assets, by a leasehold mortgage on
the land and improvements which comprise Mohegan Sun and by each
of the Authority’s cash operating accounts. The Bank Credit Facility
subjects the Authority to a number of restrictive covenants including
financial covenants. These financial covenants relate to the permitted

maximums of the Authority’s total debt and senior debt leverage ratios,
its minimum fixed charge coverage ratio and maximum capital
expenditures. The Bank Credit Facility includes other affirmative and
negative covenants by the Tribe and the Authority customarily found

in loan agreements for similar transactions. As of September 30, 2002
and 2001, the Authority was in compliance with all financial covenant
requirements. Such covenants include provisions that:

= the Tribe preserve its existence as a federally recognized
Indian tribe;

= the Tribe cause the Authority to continually operate Mohegan Sun
in compliance with all applicable laws;

= except under specific conditions, the Authority not sell or dispose
of assets, incur other debt or contingent obligations, extend credit,
make investments or commingle its assets with assets of the Tribe;
and

= permit a construction consultant to inspect and review the proposed
expansion and all budgets, plans, designs and specifications on a
periodic basis.

At the Authority’s option, each advance of loan proceeds accrues
interest on the basis of a base rate or on the basis of a one-month,
two-month, three-month or six-month London Inter-Bank Offered Rate,
or LIBOR, plus, in either case, the applicable spread (based on the
Authority’s Total Leverage Ratio as defined in the Bank Credit Facility).
As of September 30, 2002, one-month LIBOR was 1.82% and the
applicable spread on a LIBOR loan was 2.625%. Interest on each
LIBOR loan which is for a term of three months or less is due and
payable on the last day of the related interest period. Interest on each
LIBOR loan which is for a term of more than three months is due and
payable on the date which is three months after the date such LIBOR
loan was made and every three months thereafter and on the last day
of the related interest period. Interest on each base rate loan is due
and payable quarterly in arrears. The Authority had no base rate loans
at September 30, 2002.

Line of Credit. On August 28, 2002, the Authority entered into a
$25.0 million revolving loan agreement with Fleet National Bank.

At the Authority’s option, each advance shall bear interest at either
the bank’s Prime rate or on the basis of a one-month, two-month or
three-month LIBOR plus the applicable spread. Borrowings under this
facility are uncollateralized obligations of the Authority. The facility
expires in March 2004. As of September 30, 2002, no amounts were
outstanding under the line of credit.

Recent Financing Transactions

During fiscal year 2001, the Authority issued $150.0 million in

new Senior Subordinated Notes. A portion of the proceeds from this
financing, net of fees, were used in conjunction with Project Sunburst.
On July 30, 2001, the Authority paid down $90.0 million on the Bank
Credit Facility with a portion of the proceeds from the financing.

During fiscal year 2002, the Authority issued $250.0 million in new
Senior Subordinated Notes. The net proceeds from this financing
were used to repay a portion of the outstanding balance on the Bank
Credit Facility.

Capital Expenditures
Capital Expenditures Incurred to Date

Capital expenditures totaled $224.7 million including capitalized
interest for the fiscal year ended September 30, 2002, versus $728.7
million for the fiscal year ended September 30, 2001. These capital
expenditures were an aggregate of the following:

= Cumulative Project Sunburst construction expenses totaled $1.056
billion, including $63.5 million in capitalized interest and net of
$5.3 million expensed or recorded as inventory, through September
30, 2002. During the fiscal year ended September 30, 2002,
expenditures totaled $117.2 million, including $12.4 million in
capitalized interest and net of $4.0 million expensed or recorded
as inventory, versus $663.5 million, including $40.7 million in
capitalized interest and net of $1.4 million expensed or recorded
as inventory, expended during the fiscal year ended September 30,
2001.The Mohegan Sun hotel and convention center opened in
June 2002.

Property maintenance capital expenditures for furniture, fixtures
and equipment totaled $25.9 million and $23.4 million for the
fiscal years ended September 30, 2002 and September 30,
2001, respectively.

Capital expenditures on the Authority’s electrical and water systems
infrastructure improvements totaled $2.8 million and $15.2 million
for the fiscal years ended September 30, 2002 and September 30,
2001, respectively. Cumulative infrastructure improvements totaled
$35.0 million as of September 30, 2002. The infrastructure
improvements will handle the increased utility demands of

the expanded facility that are attributable to the Project

Sunburst expansion.
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« Capital expenditures for the $65.0 million Indian Summer Garage,
a 2,700-space patron parking garage, totaled $54.7 million for
the fiscal year ended September 30, 2002 versus $9.8 million for
the fiscal year ended September 30, 2001. Cumulative expenditures
totaled $64.5 million as of September 30, 2002. The Indian
Summer Garage opened in June 2002.

« Capital expenditures for the $25.0 million, 1,700-space Thames
Garage have totaled $24.1 million as of September 30, 2002, all
of which have been incurred during the fiscal year ended September
30, 2002. The Authority did not incur any capital expenditures for
the construction of the Thames Garage for the year ended
September 30, 2001. The Thames Garage opened in April 2002.

< Capital expenditures for the construction of the Hall of the Lost
Tribes, the 637-unit smoke-free slot machine venue which opened
on April 18,2001, were $524,000 for the fiscal year ended
September 30, 2002. Expenditures for the construction of the Hall
of the Lost Tribes for the fiscal year ended September 30, 2001
totaled $14.9 million. Cumulative expenditures for the Hall of the
Lost Tribes totaled $15.4 million as of September 30, 2002.

 The Authority, in conjunction with the Project Sunburst expansion,
commenced construction on the employee parking center in March
1999.The employee parking center includes 2,550 parking spaces
and amenities such as a dry cleaning service, on-site banking, an
employee computer/training center and a 15,000 square foot
exercise facility. A portion of the employee parking center opened
in June 2000 with the remainder opening in January 2001.
The total cost of the Employee Parking Center was $25.0 million.
The Authority did not incur any capital expenditures for the employee
parking center for the fiscal year ended September 30, 2002
as construction of the facility is complete. Capital expenditures
associated with the Employee Parking Garage were $1.3
million for the fiscal year ended September 30, 2001.

Other Reservation Enhancements

« Capital expenditures for the construction of the employee day care
facility were $554,000 during the fiscal year ended September 30,
2002 and cumulative expenditures on the employee day care facility
reached $1.1 million as of September 30, 2002. For the fiscal year
ended September 30, 2001, the Authority incurred $568,000 related
to the employee day care facility. The Authority’s expenditure of
$1.1 million has been fully reimbursed by the Tribe. The Tribe will
pay all future expenditures related to this project and will operate
it when opened.

In keeping with standard practice in the construction industry,

the Authority retains a portion of the construction expenditures

until satisfactory completion of individual contracts.As of September
30, 2002, construction retainage totaled $6.2 million, which

has been included in construction payables in the Authority’s
financial statements.

Expected Future Capital Expenditures

During fiscal year 2003, the Authority expects to incur capital
expenditures totaling approximately $33.7 million and to be
allocated as follows:

* $30.0 million on maintenance capital expenditures.

« $2.2 million to complete Project Sunburst construction.

< $0.5 million to complete the 2,700-space Indian Summer parking.
 $1.0 million to complete the 1,700 space Thames Garage.
Project Sunburst

During the quarter ended March 31, 2002, the Tribe received a
notification from TCA, the developer of Project Sunburst, indicating
that the cost of completing Project Sunburst is estimated to be $1.0
billion, excluding capitalized interest, which represents an increase
of $40.0 million over the previous estimate of $960.0 million. TCA
indicated that the $40.0 million increase relates to scope changes
to the Mohegan Sun retail program amounting to $10.0 million and
acceleration costs related to the early opening of the Casino of the
Sky and the extended hotel tower completion date in the amount of
$12.0 million. The balance of the increase relates to theming and
quality improvements and claims reserves in the amount of $18.0
million. As of September 30, 2002, the Authority had spent $997.8
million, excluding capitalized interest, on Project Sunburst.

As of September 30, 2002, cumulative capitalized interest for Project
Sunburst construction expenses totaled $63.5 million. Capitalized
interest totaled $12.4 million, $40.7 million and $9.9 million for the

fiscal years ended September 30, 2002, 2001 and 2000, respectively.

Sources of Funding for Capital Expenditures

The Authority will rely primarily on cash generated from operations
to finance these capital expenditures. However, the Authority’s ability
to finance sufficiently the anticipated capital expenditures from these
sources depends on its ability to maintain a stable level of cash
generation from its operations and its ability to draw down on the
Bank Credit Facility.

Relinquishment Agreement

Under the terms of the Relinquishment Agreement, TCA continued

to manage Mohegan Sun under the Management Agreement until
December 31, 1999, when the Management Agreement terminated.
On January 1, 2000, the Authority assumed day-to-day management
of Mohegan Sun. As a result of the termination of the Management
Agreement, the Authority has agreed to pay TCA five percent of gross
revenues (as defined in the Relinquishment Agreement) generated
from Mohegan Sun including Project Sunburst, beginning January 1,
2000 and ending December 31, 2014. The Authority refers to these
payments as the relinquishment payments. The Authority initially
recorded a relinquishment liability of $549.1 million in September
1998.The present value of this liability is estimated at $557.6 million
as of September 30, 2002, a decrease of $34.4 million over the
$592.0 million liability recognized as of September 30, 2001.

For a further discussion of relinquishment liability, see Notes 3 and
13 to the Authority’s financial statements. The Authority reassesses
the relinquishment liability (i) at least annually in conjunction with
the Authority’s budgeting process or (ii) when necessary to account
for material increases or decreases in projected revenues over the
relinquishment period. If the reassessment causes an overall
increase to the projected revenues over the relinquishment period,
the incremental layer will be discounted based upon the Authority’s
risk free rate of investment. If the reassessment causes an overall
decrease to the projected revenues over the relinquishment period,
the decremental layer will be discounted based upon a weighted
average discount rate. The weighted average discount rate is defined
as the average discount rate used to discount all the previous
incremental layers weighted by the amount of each layer. Further, the
Authority records a quarterly accretion to the relinquishment liability
to reflect the impact on the time value of money due to the passage
of time. Since there is a high level of estimates and judgments used
with respect to calculating this liability, future events that affect
such estimates and judgments may cause the actual liability to differ
significantly from the estimate. The Authority has capitalized $130.0
million of the relinquishment liability associated with the trademark
value of the Mohegan Sun brand name. The Authority paid $51.1
million in relinquishment payments during the fiscal year ended
September 30, 2002. Of the $51.1 million in relinquishment
payments for the fiscal year ended September 30, 2002, $14.9
million represents principal amounts and the remaining $36.2 million
is payment for the accretion of interest. As of September 30, 2002,
relinquishment payments earned but unpaid were $16.3 million. During
the fiscal year ended September 30, 2001, the Authority paid $42.3
million in relinquishment payments, consisting of $9.7 million in
principal amounts and $32.6 million for the accretion of interest.

Distributions to the Tribe

During fiscal years 2002, 2001 and 2000, the Authority distributed
$42.1 million, $44.0 million and $50.0 million, respectively,

to the Tribe.

Debt Service Costs

For the fiscal years ended September 30, 2002, 2001 and 2000, the
Authority incurred the following debt service costs (in thousands):

For the Fiscal Year Ended Sep 30,

2002 2001 2000

Bank Credit Facility $ 16565 $ 7439 § =
$200M 8.125% Senior Notes 16,250 16,250 16,250
$300M 8.75% Senior

Subordinated Notes 26,250 26,250 26,250
$150M 8.375% Senior

Subordinated Notes 12,563 2,268 -
$250M 8% Senior

Subordinated Notes 12,278 - -
$40M Subordinated Notes - - 2,648
$50M Subordinated Notes - - 1,473
Line of Credit 17 - -
Change in fair value of

derivative instruments (1,546) 4,084 -
Financing fees 7,428 4,536 -
Capital lease obligations 9 263 1,058
Capitalized interest (12,353) (40,715) (9,880)

$ 77461 $ 20375 $ 37,799

Sufficiency of Resources

The Authority believes that existing cash balances, financing
arrangements and operating cash flow will provide the Authority

with sufficient resources to meet its existing debt obligations,
relinquishment payments, distributions to the Tribe and foreseeable
capital expenditure requirements with respect to current operations
and Project Sunburst for at least the next twelve months. Nonetheless,
as discussed above, there are potential events or occurrences that
may affect adversely the Authority’s ability to meet its existing debt
obligations, make relinquishment payments and distributions to the
Tribe and pay for capital expenditures.

The Authority is considering amending the Bank Credit Facility in fiscal
year 2003 in order to obtain sufficient liquidity to meet debt maturity
obligations beyond the next twelve months.
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NOTE 1—ORGANIZATION AND BASIS OF PRESENTATION:

The Mohegan Tribe of Indians of Connecticut (the “Tribe™) established
the Mohegan Tribal Gaming Authority (the “Authority”) in July 1995
with the exclusive power to conduct and regulate gaming activities
for the Tribe on Tribal lands. The Tribe is a federally recognized
Indian tribe with an approximately 405-acre reservation located in
southeastern Connecticut. Under the Indian Gaming Regulatory Act

of 1988, or IGRA, federally recognized Indian tribes are permitted to
conduct full-scale casino gaming operations on tribal land, subject
to, among other things, the negotiation of a compact with the affected
state. The Tribe and the State of Connecticut have entered into such

a compact, the Mohegan Compact, which has been approved by the
United States Secretary of the Interior. The Authority is primarily
engaged in the ownership, operation and development of gaming
facilities. On October 12, 1996, the Authority opened a casino

known as the Mohegan Sun Casino (“Mohegan Sun”). The Authority

is governed by a nine-member Management Board, consisting of

the same nine members as those of the Tribal Council (the governing
body of the Tribe). Any change in the composition of the Tribal Council
results in a corresponding change in the Authority’s Management
Board. The President and Chief Executive Officer and other senior
officers of Mohegan Sun are hired by the Management Board and

are employees of the Authority.

NOTE 2—DISCONTINUED OPERATIONS:

On November 29, 2000, the Authority discontinued bingo operations
in order to build the Hall of the Lost Tribes, a smoke-free slot
machine venue. Pursuant to Accounting Principles Board Opinion
No. 30 “Reporting the Results of Operations—Reporting the Effects
of Disposal of a Segment of a Business, and Extraordinary, Unusual
and Infrequently Occurring Events and Transactions,” the financial
statements of the Authority have been restated to reflect the disposition
of bingo operations as discontinued operations. Accordingly, the
revenues, costs and expenses have been excluded from the captions
in the Statements of Income and have been reported as ““Loss from
discontinued operations.” The loss for fiscal year 2001 relates to
severance pay and disposal of bingo inventory.

NOTE 3—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Cash and Cash Equivalents

The Authority classifies as cash and cash equivalents all highly liquid
investments with a maturity of three months or less when purchased.
Cash equivalents are carried at cost, which approximates market value.

Receivables

Accounts receivable consists primarily of casino receivables, which
represent credit extended to approved casino customers, and hotel and
other non-gaming receivables. The Authority maintains an allowance
for doubtful accounts which is based on management’s estimate

of the amount expected to be uncollectible considering historical
experience and the information management obtains regarding

the creditworthiness of the customer. The collectibility of these
receivables could be affected by future business or economic trends.

Inventories

Inventories are stated at the lower of cost or market and consist
principally of food and beverage, retail, and operating supplies.
Cost is determined using the average cost method.

Property and Equipment

Property and equipment are stated at cost. Depreciation is provided
over the estimated useful lives of the assets using the straight-line
basis. Useful life estimates of asset categories are as follows:

Buildings and land improvements 40 years
Furniture and equipment 3-7 years

The costs of significant improvements are capitalized. Costs of normal
repairs and maintenance are charged to expense as incurred. Gains
or losses on disposition of property and equipment are included in
the determination of income. Interest incurred for construction related
projects is capitalized at the Authority’s weighted-average borrowing
rate and amortized over the life of the related asset. Interest
capitalized for the fiscal years ended September 30, 2002, 2001 and
2000 was $12.4 million, $40.7 million and $9.9 million, respectively.

The carrying value of the Authority’s assets is reviewed when events
or changes in circumstances indicate that the carrying amount of

an asset may not be recoverable. If it is determined that an impairment
loss has occurred based on current and future levels of income

and expected future cash flows as well as other factors, then an
impairment loss is recognized in the Statement of Income. The
Authority believes no such impairment exists at September 30, 2002.

Deferred Financing Costs

Debt issuance costs incurred in connection with the issuance of long-
term debt are capitalized and amortized to interest expense hased on
the related debt agreements using the straight-line method, which
approximates the effective interest method. The unamortized amounts
are included in other assets in the accompanying balance sheets.

Fair Value of Financial Instruments

The fair value amounts presented below are reported to satisfy
the disclosure requirements of Statement of Financial Accounting
Standards (“SFAS™) No. 107,“Disclosures about Fair Values of
Financial Instruments™ (“SFAS 107”") and are not necessarily
indicative of the amounts that the Authority could realize in a
current market exchange.

The carrying amount of cash and cash equivalents, receivables,
accounts payable and accrued expenses, bank financing facilities
and capital lease obligations approximate fair value.

The fair value of the Authority’s other financing facilities is as
follows (in millions):

As of Sep 30,

2002 2001
$200M Senior Notes $206.3 $ 200.0
$300M Senior Subordinated Notes $ 3109 $303.0
$150M Senior Subordinated Notes $ 1534 $ 152.3
$250M Senior Subordinated Notes $ 2525 $ -

The estimated fair value of the Authority’s other financing facilities was
based on quoted market prices on or about September 30, 2002.

Casino Revenues and Promotional Allowances

The Authority recognizes casino revenue as gaming wins less gaming
losses. Revenues from food and beverage, hotel, retail, entertainment
and other services are recognized at the time the service is
performed. Minimum rental revenues in the Shops at Mohegan Sun
are recognized on a straight-line basis over the terms of the related
leases. Percentage rents are recognized in the period in which the
tenants exceed their respective percentage rent thresholds.

The Authority operates the Mohegan Sun complimentary program

in which food and beverage, hotel, retail, entertainment and other
services are provided to guests based on points that are earned
through the Mohegan Sun Player’s Club. The retail value of these
complimentary items is included in gross revenues and then
deducted as promotional allowances, except for the redemption at
third party retail tenants at the Shops at Mohegan Sun, and from the
Sun Select Catalog, which includes vacations, electronics and gift
items, to arrive at net revenues.

The retail value of providing such promotional allowances was
included in revenues as follows (in thousands):

For the Fiscal Year Ended Sep 30,

2002 2001 2000
Food and beverage $31179 $ 26215 $ 25,466
Hotel 8,069 - -
Retail, entertainment and other 37,802 45,157 44,578
Total $ 77,050 $ 71,372 $ 70,044

The Emerging Issues Task Force (“EITF”) Issue No. 00-14,
“Accounting for Certain Sales Incentives” (“EITF 00-14”). requires
that discounts which result in a reduction in or refund of the selling
price of a product or service in a single exchange transaction be
recorded as a reduction of revenues. The Authority’s accounting
policy related to free or discounted food and beverage and other
services already complies with EITF 00-14, and those free or
discounted services are generally deducted from gross revenues

as “promotional allowances.”

In January 2001, the EITF reached a consensus on certain issues
within Issue No. 00-22,“Accounting for Points and Certain Other
Time-Based or Volume-Based Sales Incentive Offers” (“EITF 00-22”).
On October 1, 2001, the Authority adopted EITF 00-22, which requires
that cash or equivalent amounts provided or returned to customers

as part of a transaction not be shown as an expense, but instead as
an offset to the related revenue. The Authority offers cash inducements
in certain circumstances and has reflected $459,000 for the fiscal
year ended September 30, 2002 as an offset to gaming revenues

for these incentives.

Gaming Expenses

Gaming expenses primarily include the slot win contribution, which
the Authority is required to pay to the State of Connecticut (see Note
12), expenses associated with slot operations, table games, poker,
keno and racehook expenses, certain marketing expenses, and
promotional expenses for the redemption of the Mohegan Sun
Player’s Club points that are redeemed at third party retail tenants
at the Shops at Mohegan Sun and the Sun Select Catalog.
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The Authority accrues for Player’s Club points expected to be
redeemed in the future based on the average cost to the Authority
of items expected to be redeemed.

Advertising

The Authority expenses the production costs of advertising the first
time the advertising takes place. Prepaid rental fees associated with
billboard advertising are capitalized and amortized over the term of
the related rental agreement. Total advertising costs for the fiscal
years ended September 30, 2002, 2001 and 2000 were $36.8 million,
$31.4 million and $20.7 million, respectively. Prepaid advertising on
the Authority’s balance sheet at September 30, 2002 and September
30,2001 was $204,000 and $1.1 million, respectively.

Pre-Opening Costs and Expenses

Pre-opening costs and expenses consist principally of direct
incremental personnel costs, marketing and advertising expenses
related to Project Sunburst. In accordance with the American Institute
of Certified Public Accountants’ Statement of Position 98-5,“Reporting
on the Costs of Start-Up Activities,” pre-opening costs and expenses
are expensed as incurred.

Derivative Instruments

The Authority uses derivative instruments, including interest rate
caps, collars and swaps in its strategy to manage interest rate risk
associated with the variable interest rate on the Bank Credit Facility
and the fixed interest rates on the Authority’s Senior Notes and Senior
Subordinated Notes. The Authority’s objective in managing interest rate
risk is to ensure the Authority has appropriate income and sufficient
liquidity to meet its obligations. The Authority does not believe that
there is any material risk exposure with respect to derivative
instruments it currently holds. The Authority continually monitors
these exposures and makes the appropriate adjustments to manage
these risks within management’s established limits. The Authority
accounts for its derivative instruments in accordance with SFAS
133 “Accounting for Derivative Instruments and Hedging Activities™
(*“SFAS 133”). In order to qualify for hedge accounting in
accordance with SFAS 133, the underlying hedged item must
expose the Authority to risks associated with market fluctuations
and the financial instrument used must be designated as a hedge
and must reduce the Authority’s exposure to market fluctuation
throughout the hedge period. If these criteria are not met, a change
in the market value of the financial instrument is recognized as a
gain or loss in the period of change. Otherwise, gains and losses
are not recognized except to the extent that the financial instrument

is disposed of prior to maturity. Net interest paid or received pursuant
to the financial instrument is included as interest expense in
the period.

Other Current Liabilities

The Authority maintains accruals for calculated estimates for

health and workers compensation self-insurance, Player’s Club
points redemption and group sales commissions, which are classified
in other current liabilities in the accompanying balance sheets.
Management determines the adequacy of these accruals by
periodically evaluating the historical experience and projected
trends. Actual results could differ from those estimates.

Income Taxes

The Tribe is a sovereign Indian nation with independent legal
jurisdiction over its people and its lands. Like other sovereign
governments, the Tribe and its entities, including the Authority,
are not subject to federal, state or local income taxes.

Trademarks

In connection with the Relinquishment Agreement (see Note 13),
Trading Cove Associates (“TCA”) granted the Authority an exclusive,
irrevocable, perpetual, world-wide and royalty-free license with respect
to trademarks and other similar rights, including the “Mohegan Sun”
name used at or developed for Mohegan Sun. The trademarks were
appraised by an independent valuation firm to have a value of $130.0
million. The independent valuation firm used the Income Approach—
Relief From Royalty Method. Through the fiscal year ended September
30, 2001, the trademark was amortized on a straight-line basis over
approximately 38 years. The balance of the trademark is as follows
(in thousands):

As of Sep 30,
2002 2001
Trademark $ 130,000  $ 130,000
Accumulated amortization (10,308) (10,308)
Trademark, net $ 119,692  $ 119,692

The Authority adopted SFAS No. 142 “Goodwill and Other Intangible
Assets™ (“‘SFAS 142”) on October 1,2001. Under SFAS 142, the
Mohegan Sun trademark is no longer subject to amortization over

its estimated useful life as it has been deemed to have an indefinite
useful life. However, SFAS 142 requires the trademark to be evaluated
at least annually for impairment by applying a fair-value based test
and, if impairment occurs, the amount of the impaired trademark
must be written off immediately. With the adoption of SFAS 142,

the Authority no longer records amortization of the trademark. For

the fiscal years ended September 30, 2001 and 2000, the Authority
recorded $3.4 million and $4.3 million, respectively, related to the
amortization of the trademark. The Authority applied the fair value test
as of September 30, 2002 and determined that no impairment existed
at that date. Had SFAS 142 been in effect in these periods, the
Authority’s results would have been as follows (in thousands):

For the Fiscal Year Ended Sep 30,

2002 2001 2000
Net income $ 100,032 $ 213,941 $ 145,934
Trademark amortization - 3,436 4,295
As adjusted net income $ 100,032 $ 217,377 $ 150,229

Relinquishment Liability

The Authority, in accordance with SFAS No. 5 “Accounting for
Contingencies,” has recorded a relinquishment liability of the
estimated present value of its obligations under the Relinquishment
Agreement (see Note 13). The Authority reassesses the relinquishment
liability (i) at least annually in conjunction with the Authority’s
budgeting process or (i) when necessary to account for material
increases or decreases in projected revenues over the relinquishment
period. If the reassessment causes an overall increase to the
projected revenues over the relinquishment period, the incremental
layer will be discounted based upon the Authority’s risk free rate of
investment. If the reassessment causes an overall decrease to the
projected revenues over the relinquishment period, the decremental
layer will be discounted based upon a weighted average discount rate.
The weighted average discount rate is defined as the average discount
rate used to discount all previous incremental layers weighted by the
amount of each layer. Further, the Authority records a quarterly
accretion to the relinquishment liability to reflect the impact on the
time value of money due to the passage of time. Since there is a high
level of estimates and judgments used with respect to calculating this
liability, future events that affect such estimates and judgments may
cause the actual liability to differ significantly from the estimate.

Management’s Use of Estimates

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the
reporting period. The most significant estimates included in the
accompanying financial statements relate to the relinquishment
liability, the liability associated with the unredeemed Player’s Club
points and health and worker’s compensation self-insurance
reserves. Actual results could differ from those estimates.

Reclassifications

The Authority is reclassifying certain costs and expenses associated
with marketing costs because these costs directly benefited the
gaming operations. Further, the presentation of these costs and
expenses will be comparable to the Authority’s industry peers. In
addition, the Authority reclassified certain tribal administrative costs.

For the fiscal year ended September 30, 2001: (i) reclassified $46.1
million from advertising, general and administrative expenses (“G&A”)
to gaming expenses, (ii) reclassified $1.6 million from retail,
entertainment and other expenses (*“Retail””) to gaming expenses

and (iii) reclassified $10.6 million from Retail to G&A. The aggregate
effect of recording these reclassifications resulted in the Authority
increasing gaming expenses by $47.7 million, decreasing G&A
expenses by $35.5 million and decreasing Retail expenses by $12.2
million. The aggregate effect of recording these reclassifications

had no impact on net income.

For the fiscal year ended September 30, 2000: (i) reclassified $40.0
million from G&A to gaming expenses, (ii) reclassified $1.4 million
from Retail to gaming expenses and (iii) reclassified $9.1 million
from Retail to G&A. The aggregate effect of recording these
reclassifications resulted in the Authority increasing gaming expenses
by $41.4 million, decreasing G&A expenses by $30.9 million and
decreasing Retail expenses by $10.5 million. The aggregate effect

of recording these reclassifications had no impact on net income.
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New Accounting Pronouncements

In August 2001, the FASB issued SFAS No. 144,“Accounting for the
Impairment or Disposal of Long-Lived Assets” (““SFAS 144”). SFAS
144 modifies the rules for accounting for the impairment or disposal
of long-lived assets. The new rules become effective for fiscal years
beginning after December 15, 2001, with earlier application
encouraged. The Authority has not adopted SFAS 144, and has not

yet quantified the impact of implementing SFAS 144 on the Authority’s
financial statements, but does not anticipate a negative effect on the
Authority’s financial position, results of operations or cash flows upon
adoption of the standard.

In April 2002, the FASB issued SFAS No. 145,“Rescission of FASB
Statements 4, 44, and 64, Amendment of FASB Statement 13, and
Technical Corrections as of April 2002 (*SFAS 145”).The key
provision of SFAS 145 which may affect the Authority rescinds the
existing rule that all gains or losses from the extinguishment of
debt should be classified as extraordinary items. Instead, such gains
and losses must be analyzed to determine if they meet the criteria
for extraordinary item classification based on the event being both
unusual and infrequent. Prior period gains and losses must be
analyzed to determine if they meet the criteria to be classified as
extraordinary items. If they fail the criteria, prior period gains and
losses must be reclassified. The Authority will adopt of SFAS 145
beginning October 1, 2002 and does not believe the adoption

will have a material impact on the financial position, results of
operations or cash flows.

In June 2002, the FASB issued SFAS No. 146, “Accounting for Costs
Associated with Exit or Disposal Activities” (“‘SFAS 146). SFAS 146
requires companies to recognize costs associated with exit or disposal
activities when they are incurred rather than at the date of a
commitment to an exit or disposal plan, as previously required under
EITF Issue 94-3. Examples of costs covered by the standard include
lease termination costs and certain employee severance costs that
are associated with a restructuring, discontinued operation, plant
closing, or other exit or disposal activity. SFAS 146 is to be applied
prospectively to exit or disposal activities initiated after December 31,
2002. The Authority will adopt SFAS 146 beginning January 1, 2003
and does not believe the adoption will have a material impact on the
financial position, results of operations or cash flows.

NOTE 4—CASH AND CASH EQUIVALENTS:

At September 30, 2002 and 2001, the Authority had cash and cash
equivalents of $85.0 million and $74.3 million, respectively, of which,

$24.6 million and $5.3 million, respectively, were invested in highly

liquid investments with original maturities not to exceed three months.

For reporting purposes, cash and cash equivalents include all
operating cash and in-house funds.

NOTE 5—RECEIVABLES, NET:

Components of receivables, net are as follows (in thousands):

As of Sep 30,
2002 2001
Gaming $ 6709 $ 3571
Hotel 3,418 -
Other 5,244 2,541
Subtotal 15,371 6,112
Allowance for doubtful accounts (1,241) (765)
Receivables, net $ 14130 $ 5,347

NOTE 7—OTHER CURRENT ASSETS AND OTHER CURRENT
LIABILITIES:

Components of other current assets are as follows (in thousands):

NOTE 8—FINANCING FACILITIES:

Financing facilities, as described below, consisted of the following
(in thousands):

As of Sep 30,
2002 2001
Prepaid expenses $ 3729 3% 5,868
Currency remaining in slot machines
that have not been collected - 6,838
Non-qualified deferred compensation 2,161 1,503
Total other current assets $ 5890 $ 14,209

Components of other current liabilities are as follows (in thousands):

NOTE 6—PROPERTY AND EQUIPMENT, NET:

Components of property and equipment, net are as follows
(in thousands):

As of Sep 30,
2002 2001
Accrued payroll and related taxes and benefits ~ $ 28,852 $ 26,576
Slot win contribution payable (Note 12) 14,985 13,504
Other 25,313 19,658
Total other current liabilities $ 69,150 $ 59,738

As of Sep 30,
2002 2001
Land $ 28581 $ 28581
Land improvements 44,119 44,119
Buildings and improvements 1,138,503 773,313
Furniture and equipment 389,107 313,627
Subtotal 1,600,310 1,159,640
Less: accumulated depreciation (156,605) (79,225)
Property and equipment, net 1,443,705 1,080,415
Construction in process 5,962 223,568

Total property and equipment, net

$ 1,449,667  $ 1,303,983

For the fiscal years ended September 30, 2002, 2001 and 2000

depreciation expense totaled $78.6 million, $27.8 million and
$23.2 million, respectively.

As of Sep 30,
2002 2001

Bank Credit Facility $ 251,000 $ 258,000
$200M Senior Notes 200,000 200,000
$300M Senior Subordinated Notes 300,000 300,000
$150M Senior Subordinated Notes 150,000 150,000
$250M Senior Subordinated Notes 250,000 -
Subtotal 1,151,000 908,000
Deferred gain on derivative

instruments sold 2,173 -

Total debt $ 1,153,173 $ 908,000

Maturities of the Authority’s debt as of September 30, 2002 are as

follows (in thousands):

Fiscal Year Long-term debt Maturities

2003 $ 101,000
2004 150,000
2005 -
2006 200,000
2007 -
Thereafter 700,000
Total $ 1,151,000

Bank Credit Facility

As of September 30, 2002, the Authority had $251.0 million

outstanding under a $350.0 million reducing, revolving, collateralized

credit facility, or the Bank Credit Facility, with a syndicate of lenders
led by Bank of America N.A. (formerly known as Bank of America
National Trust and Savings Association), which will mature in March
2004. Pursuant to the terms of the Bank Credit Facility, the
commitment (or the maximum amount that may be borrowed under the
Bank Credit Facility) has been reduced from $400.0 million to $350.0
million on September 30, 2002, and will reduce by $50.0 million on
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the last day of each fiscal quarter thereafter. The Authority has drawn
on the Bank Credit Facility primarily in connection with Project
Sunburst and other capital expenditure projects. The Bank Credit
Facility is collateralized by a lien on substantially all of the Authority’s
assets, by a leasehold mortgage on the land and improvements which
comprise Mohegan Sun and by each of the Authority’s cash operating
accounts. The Bank Credit Facility subjects the Authority to a number
of restrictive covenants including financial covenants. These financial
covenants relate to the permitted maximums of the Authority’s total
debt and senior debt leverage ratios, its minimum fixed charge
coverage ratio and maximum capital expenditures. The Bank Credit
Facility includes other affirmative and negative covenants by the
Tribe and the Authority customarily found in loan agreements for
similar transactions. As of September 30, 2002 and 2001, the
Authority was in compliance with all financial covenant requirements.
Such covenants include provisions that:

« the Tribe preserve its existence as a federally recognized Indian tribe;

= the Tribe cause the Authority to continually operate Mohegan Sun
in compliance with all applicable laws;

 except under specific conditions, the Authority not sell or dispose
of assets, incur other debt or contingent obligations, extend credit,
make investments or commingle its assets with assets of the Tribe;
and

= permit a construction consultant to inspect and review the proposed
expansion and all budgets, plans, designs and specifications on a
periodic basis.

At the Authority’s option, each advance of loan proceeds accrues
interest on the basis of a base rate or on the basis of a one-month,
two-month, three-month or six-month London Inter-Bank Offered Rate,
or LIBOR, plus, in either case, the applicable spread (based on the
Authority’s Total Leverage Ratio as defined in the Bank Credit Facility).
As of September 30, 2002, one-month LIBOR was 1.82% and the
applicable spread on a LIBOR loan was 2.625%. Interest on each
LIBOR loan which is for a term of three months or less is due and
payable on the last day of the related interest period. Interest on each
LIBOR loan which is for a term of more than three months is due and
payable on the date which is three months after the date such LIBOR
loan was made and every three months thereafter and on the last day
of the related interest period. Interest on each base rate loan is due
and payable quarterly in arrears. The Authority had no base rate loans
at September 30, 2002.

Senior Notes

On March 3, 1999, the Authority issued $200.0 million Senior Notes
with fixed interest payable at a rate of 8.125% per annum (the “Senior
Notes™). The proceeds from this financing were used to extinguish

or defease existing debt, pay transaction costs and fund initial costs
related to Project Sunburst. Interest on the Senior Notes is payable
semi-annually on January 1 and July 1.The Senior Notes mature

on January 1, 2006. The Senior Notes are uncollateralized general
obligations of the Authority and rank pari passu in right of payment
with all current and future uncollateralized senior indebtedness of
the Authority. Borrowing under the Bank Credit Facility and other
capital lease obligations are collateralized by first priority liens on
substantially all of the assets of the Authority. As a result, upon any
distribution to creditors in a bankruptcy, liquidation or reorganization
or similar proceeding relating to the Authority or the Tribe, the holders
of collateralized debt may be paid in full in cash before any payment
may be made with respect to the Senior Notes. The Senior Notes rank
equally in right of payment with 50% of the Authority’s payment
obligations under the Relinquishment Agreement (see Note 13),

that are then due and owing, and rank senior to the remaining

50% of the Authority’s payment obligations under the Relinquishment
Agreement (see Note 13), that are then due and owing, the 1999
Senior Subordinated Notes and the 2001 Senior Subordinated Notes.
As of September 30, 2002 and 2001, accrued interest on the

Senior Notes was $4.1 million.

1999 Senior Subordinated Notes

On March 3, 1999, the Authority issued the $300.0 million Senior
Subordinated Notes with fixed interest payable at a rate of 8.75%
per annum (the “1999 Senior Subordinated Notes™). The proceeds
from this financing were used to extinguish or defease existing

debt, pay transaction costs and fund initial costs related to Project
Sunburst. Interest on the 1999 Senior Subordinated Notes is payable
semi-annually on January 1 and July 1.The 1999 Senior Subordinated
Notes mature on January 1, 2009. The 1999 Senior Subordinated
Notes are uncollateralized general obligations of the Authority

and are subordinated to the Bank Credit Facility, the Senior Notes
and in a liquidation, bankruptcy or similar proceeding 50% of the
Authority’s payment obligations under the Relinquishment Agreement
(see Note 13), that are then due and owing. The 1999 Senior
Subordinated Notes rank equally with the remaining 50% of

the Authority’s payment obligations under the Relinquishment
Agreement (see Note 13), that are then due and owing and

the 2001 Senior Subordinated Notes. As of September 30, 2002

and 2001, accrued interest on the 1999 Senior Subordinated Notes
was $6.6 million.

2001 Senior Subordinated Notes

On July 26, 2001, the Authority issued $150.0 million Senior
Subordinated Notes with fixed interest payable at a rate of 8.375%
per annum (the “2001 Senior Subordinated Notes”). The proceeds
from this financing were used to pay transaction costs, pay down
$90.0 million on the Bank Credit Facility and fund costs related to
Project Sunburst. Interest on the 2001 Senior Subordinated Notes
is payable semi-annually on January 1 and July 1. The 2001 Senior
Subordinated Notes mature on July 1, 2011. The 2001 Senior
Subordinated Notes are uncollateralized general obligations of the
Authority and are subordinated to the Bank Credit Facility, the Senior
Notes and in a liquidation, bankruptcy or similar proceeding 50%
of the Authority’s payment obligations under the Relinquishment
Agreement (see Note 13), that are then due and owing. The 2001
Senior Subordinated Notes rank equally with the 1999 Senior
Subordinated Notes and the remaining 50% of the Authority’s
payment obligations under the Relinquishment Agreement (see

Note 13), that are then due and owing. As of September 30, 2002
and 2001, accrued interest on the 2001 Senior Subordinated Notes
was $3.1 million and $2.3 million, respectively.

2002 Senior Subordinated Notes

On February 20, 2002, the Authority issued $250.0 million Senior
Subordinated Notes with fixed interest payable at a rate of 8.0%

per annum (the “2002 Senior Subordinated Notes”). The proceeds
from this financing were used to pay transaction costs and pay down
$243.0 million of the outstanding balance under the Bank Credit
Facility. On June 28, 2002, the Authority successfully consummated
its offer to exchange all outstanding 2002 Senior Subordinated
Notes that it had issued on February 20, 2002 for $250.0 million

of its fully registered 8.0% Senior Subordinated Notes due 2012.
The terms of such fully registered exchange notes issued are
identical to the terms of the 2002 Senior Subordinated Notes (such
exchange notes are also referred to as the “2002 Senior Subordinated
Notes™). The Authority did not receive any additional proceeds from
this exchange offer. Interest on the 2002 Senior Subordinated Notes
is payable semi-annually on April 1 and October 1, with the first
interest payment scheduled for and paid on October 1, 2002.The
2002 Senior Subordinated Notes mature on April 1, 2012. The 2002
Senior Subordinated Notes are uncollateralized general obligations
of the Authority and are subordinated to the Bank Credit Facility, the
Senior Notes and, in a liquidation, bankruptcy or similar proceeding,

50% of the Authority’s payment obligations under the Relinquishment
Agreement (see Note 13) that are then due and owing. The 2002
Senior Subordinated Notes rank equally with the 1999 Senior
Subordinated Notes, the 2001 Senior Subordinated Notes and

the remaining 50% of the Authority’s payment obligations under

the Relinquishment Agreement (see Note 13) that are then due

and owing.As of September 30, 2002, accrued interest on the

2002 Senior Subordinated Notes was $12.3 million.

Subordinated Notes/Defeasance Trust

The Authority had $90.0 of subordinated financing from Sun
International and Waterford Gaming LLC in the form of subordinated
notes (““Subordinated Notes™). Interest on the Subordinated Notes
ranged from prime plus 1.0% to 15.0%. Interest on the Subordinated
Notes was payable semi-annually, provided that all such interest was
deferred and not paid until at least half of the Authority’s then existing
secured notes (“Existing Notes™) were offered to be repurchased or
retired, pursuant to the terms of the Existing Notes and certain other
conditions. In March 1999, the Authority redeemed the Existing Notes.

The Authority agreed to redeem the outstanding Subordinated Notes
on January 1, 2000, the first permitted redemption date, at a price

of 100.0% of the principal amount plus accrued and unpaid interest,
less $500,000.To do this, the Authority exercised its rights under

the original purchase agreement for the Subordinated Notes to affect
a defeasance of the Subordinated Notes. The Authority established a
separate trust account with First Union National Bank, the defeasance
agent, in the form of U.S. Government securities, in an amount that
was estimated to be sufficient to redeem the Subordinated Notes plus
accrued interest on January 1, 2000. The Subordinated Notes of
$140.3 million, representing the outstanding principal balance of
$90.0 million and accrued interest of $50.3 million were tendered
on December 30, 1999, two days prior to the redemption date for
year 2000 contingency purposes. The Authority had reduced accrued
interest by $500,000 to account for the gain on the extinguishment
of debt related to the tender of the Subordinated Notes. The amounts
reflected in the accompanying Statements of Cash Flows reflect the
sale of the defeasance trust assets and the payment of the defeasance
liability on December 30, 1999.

Line of Credit

On August 28, 2002, the Authority entered into a $25.0 million
revolving loan agreement with Fleet National Bank. At the Authority’s
option, each advance shall bear interest at either the bank’s Prime
rate or on the basis of a one-month, two-month or three-month
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LIBOR plus the applicable spread. Borrowings under this facility
are uncollateralized obligations of the Authority. The facility expires
in March 2004. As of September 30, 2002, no amounts were
outstanding under the line of credit.

Derivative Instruments

The Authority is considered an“‘end user” of derivative instruments
and engages in derivative transactions for risk management purposes
only. On October 1, 2000, the Authority adopted SFAS No. 133
“Accounting for Derivative Instruments and Hedging Activities™
(*“SFAS 133”), designated all derivative instruments as cash flow
hedging instruments, and marked them to market. The impact of the
adoption of SFAS 133 was not material to the financial position of
the Authority taken as a whole. The Authority excludes the change in
time value when assessing the effectiveness of the hedging
relationships. All derivatives are evaluated quarterly. The interest rate
cap listed below was deemed to be effective at September 30, 2002.
The interest rate swaps listed below were deemed to be ineffective at
September 30, 2002. Derivative instruments held by the Authority at
September 30, 2002 are as follows (in thousands):

original derivative instruments were designated as cash flow hedging
instruments. In November 2000, the Authority modified the terms of
its interest rate collar (“modified interest rate collar”) and its interest
rate swap (“modified interest rate swap”) agreements. As a result

of the modifications, the interest rate collar was deemed to be a net
written option that did not qualify for hedge accounting. The negative
fair market value at the date of modification of approximately
$212,000 will be reclassified from other comprehensive loss

to interest expense over the life of the original term of the hedge
contract and future changes in the market value of the modified
interest rate collar will be recorded directly to earnings as

a component of interest expense. The Authority will reclassify
approximately $73,000 of the negative fair market value into
earnings over the next twelve months. The modification of the

interest rate swap agreement did not change the Authority’s
assessment that the hedge was effective.

In August 2002, the Authority entered into interest rate swap

agreements designated as fair value hedges of $100.0 million of
fixed rate debt due in 2006. During September 2002, the Authority
sold these swap agreements and the deferred gain of $2.2 million

Interest Rate Cap
Strike Rate—8%
Interest Rate Swap on Senior Notes due 2006
Six month LIBOR plus
522 hasis points
Interest Rate Swap on 1999 Senior Subordinated Notes due
2009 Six month LIBOR plus
486 basis points

Total

Notional Estimated
Value Cost Fair Value
$ 57377  $ 410 $ =
100,000 - (1,853)
100,000 - (1,141)
$ 257,377  $ 410 $ (2,994)

Derivative instruments are based upon one-month and six-month
LIBOR. One-month and six-month LIBOR were 1.82% and 1.75%,
respectively, on September 30, 2002.

In fiscal 2000, the Authority entered into interest rate cap, collar

and swap hedge agreements (the “original derivative instruments”)
with notional amounts based upon a percentage of the estimated
draws on the Bank Credit Facility, as defined. Under the Bank Credit
Facility, the Authority is permitted to have notional amounts under swap
agreements up to $300.0 million. In accordance with SFAS 133, the

was added to the carrying value of the Senior Notes due in 2006,
and will be amortized and recorded as a reduction in interest
expense over the remaining life of those notes.

In September 2002, the Authority replaced its modified interest rate
swap and modified interest rate collar agreements with new swap
agreements designated as fair value hedges of $100.0 million of
fixed rate debt due 2006 (“2006 fair value hedge”) and $100.0
million of fixed rate debt due 2009 (“2009 fair value hedge”),
respectively. Under terms of the agreement, the Authority makes

payments on the 2006 fair value hedge of six-month LIBOR plus an
applicable spread of 522 basis points and receives payments equal
to 8.125% and makes payments on the 2009 fair value hedge of
six-month LIBOR plus an applicable spread of 486 basis points and
receives payments equal to 8.75%. As a result of the replacement of
the modified interest rate collar and the modified interest rate swap,
the 2006 fair value hedge and the 2009 fair value hedge do not
qualify for hedge accounting. The negative fair market value of the
modified interest rate swap at the date of modification of
approximately $1.0 million will be reclassified from other
comprehensive loss to interest expense over the life of the original
terms of the hedge contract and future changes in the market value
of the 2006 fair value hedge and the 2009 fair value hedge will be
recorded directly to earnings as a component of interest expense.
The Authority will reclassify approximately $714,000 of the negative
fair market value into earnings over the next twelve months.

As of September 30, 2002, the original interest rate cap notional
value of approximately $57.0 million continues to qualify for hedge
accounting. As a result, any changes in the fair value of the original

interest rate cap will be reflected in other comprehensive income (loss).

The aggregate fair market value change in all derivative instruments
was $2.1 million for the fiscal year ended September 30, 2002.

In accordance with SFAS 133, the Authority recorded a net unrealized
gain of $901,000 on the derivative instruments as a component of
accumulated other comprehensive loss in the accompanying balance
sheets and recorded $1.3 million as an offset to interest expense in
the accompanying statements of income. As of September 30, 2002
and 2001, the fair market value of the Authority’s derivative
instruments of $3.0 million and $5.1 million, respectively, is included
in other long-term liabilities in the accompanying balance sheets.

Letters of Credit

The Authority maintains letters of credit in order to satisfy potential
workers compensation liabilities that may arise. The Authority has
available a $250,000 uncollateralized letter of credit that will expire
in August 2003. The Authority also has a $550,000 uncollateralized
letter of credit that expires in April 2003. The $550,000 letter of
credit was reduced to $180,000 in November 2002. As of September
30, 2002, no amounts were drawn on the letters of credit.

NOTE 9—LEASES:

At September 30, 2001, the Authority was obligated under capital
leases to make future minimum lease payments of $1.6 million, of
which $54,000 represented interest. These capital leases consist

principally of furniture and equipment, and the depreciation of these
assets is included in total depreciation and amortization on the
Authority’s Statement of Income. In October and November 2001,
the Authority repaid the total obligation under the capital leases.

The Authority leases certain equipment. Rental expense was $2.5
million for the fiscal year ended September 30, 2000. No operating
leases with terms of more than a year existed during the fiscal years
ended September 30, 2002 and 2001. During fiscal year 2000, the
Authority purchased equipment previously used under operating
leases for $2.7 million.

The Authority leases space to tenants in the Shops at Mohegan Sun.
Minimum future rental income on non-cancelable leases expected
to be received by the Authority is as follows (in thousands):

Fiscal Year Ending Sep 30 Minimum future rental income

2003 $ 2,743
2004 2,834
2005 3,021
2006 3,061
2007 2,097
Thereafter 10,612
Total $ 24,368

The Authority also has loaned funds to tenants related to the Shops

at Mohegan Sun. As of September 30, 2002 and 2001, outstanding
tenant loans were $2.0 million and $1.1 million, respectively. These
loans mature in periods between three and ten years. These amounts
have been included in other assets in the accompanying balance sheets.

NOTE 10—RELATED PARTY TRANSACTIONS:

The Tribe provides governmental and administrative services to the
Authority in conjunction with the operation of Mohegan Sun. During the
fiscal years ended September 30, 2002, 2001 and 2000, the Authority
incurred $10.0 million, $10.9 million and $9.9 million, respectively,
of expenses for such services.

Prior to October 1, 2000, the Authority operated a retail outlet at
Mohegan Sun and purchased goods for resale at this location from

a limited liability company (“Little People, LLC”) owned by the Tribe.
For the fiscal year ended September 30, 2000, the Authority purchased
$348,000 of such goods from Little People, LLC. On October 1, 2000,
the Tribe assumed the management of this retail outlet from the
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Authority and purchased the remaining inventory from the Authority
for approximately $172,000. The Authority and Little People, LLC
have entered into a lease agreement, whereby Little People, LLC
leases retail space located in the Shops at Mohegan Sun from

the Authority. The lease term expires on June 30, 2006 and may

be renewed on a monthly basis. Little People, LLC is not obligated
to pay any base rent. The Authority reimburses the Tribe for sales
where patron Player’s Club points are utilized.

The Tribe, through one of its limited liability companies, has entered
into various land lease agreements with the Authority for access,
parking and related purposes for Mohegan Sun. For the fiscal years
ended September 30, 2002, 2001 and 2000, the Authority expensed
$348,000, $386,000 and $386,000, respectively, relating to these
land lease agreements.

The Tribe provided services through its Development Department for
projects related to Mohegan Sun and Project Sunburst. The Authority
incurred $954,000 of such expenses associated with the Development
Department for the fiscal year ended September 30, 2000. There were
no expenses incurred during the fiscal years ended September 30,
2002 and 2001.

On August 7, 2001, the Tribe issued Gaming Authority Priority
Distribution Payment Public Improvement Bond Anticipation Notes
(the “Series 2001 BANS”).The Series 2001 BANS were defeased
by the Tribe’s subsequent issuance of Series 2001 Bonds. The
Authority has no obligations to make any payments under the Series
2001 BANS or the Series 2001 Bonds. Debt service on the Series
2001 Bonds is paid by the Tribe from 95% of amounts received
from the Authority under the Priority Distribution Agreement. The
Priority Distribution Agreement obligates the Authority to make
monthly priority distribution payments to the Tribe in a maximum
aggregate amount of $14.0 million per calendar year, adjusted
annually in accordance with the formula specified in the Priority
Distribution Agreement to reflect the effects of inflation. However,
payments pursuant to the Priority Distribution Agreement do not
reduce the Authority’s obligations to make payments pursuant to
invoices for governmental services provided by the Tribe or any
payments under any other agreements with the Tribe to the extent
that such agreements are permitted under the Bank Credit Facility.
The priority distribution payments are limited obligations of the
Authority payable only to the extent of its net cash flow, as defined
in the Priority Distribution Agreement, and are not secured by a
lien or encumbrance on any assets or property of the Authority.
The remaining 5% of each priority distribution payment is remitted to

the Tribe free and clear of any lien. The Authority’s financial statements
reflect payments associated with the Priority Distribution Agreement

of $15.1 million and $14.0 million for each of the fiscal years ended
September 30, 2002 and 2001, respectively. The Authority’s payment
obligations under the Relinquishment Agreement (see Note 13) are
subordinated in right of payment to the minimum distribution payment
as defined in the Relinquishment Agreement, from the Authority to

the Tribe to the extent then due.

In compliance with the restrictive provisions of the Bank Credit
Facility and the Authority’s indentures, the Authority distributed

to the Tribe $27.0 million, net of $15.1 million, including a

$1.1 million adjustment for the Consumer Price Index, related

to the Priority Distribution Agreement, during the fiscal year ended
September 30, 2002. For the fiscal year ended September 30,
2001, the Authority distributed $30.0 million, net of $14.0 million
related to the Priority Distribution Agreement.

On September 25, 1995, the Tribe adopted the Mohegan Tribal
Employment Rights Ordinance (the “TERO”), which sets forth hiring
and contracting preference requirements for employers and entities
conducting business on Tribal land or working on behalf of the
Tribe. Pursuant to the TERO, an employer is required to give hiring,
promotion, training, retention and other employment-related
preferences to Native Americans who meet the minimum
qualifications for the applicable employment position. However,

this preference requirement does not apply to key employees, as
such persons are defined in the TERO. In addition, when staffing
the operations of the Project Sunburst expansion, the Development
Agreement requires TCA to give hiring and recruiting preferences,
first to qualified members of the Tribe (and their spouses and
children) and then to enrolled members of other federally
recognized Indian tribes.

Similarly, any entity awarding a contract to be performed on Tribal
land or on behalf of the Tribe must give preference, first to certified
Mohegan entities and second to other certified Indian entities. This
contracting preference is conditioned upon the bid by the preferred
certified entity being within 5% of the lowest bid by a non-certified
entity (unless the preferred certified entity’s bid exceeds $100,000
of the lowest bid by a non-certified entity). The TERO establishes
procedures and requirements for certifying Mohegan entities and
other Indian entities. Certification is based largely on the level of
ownership and control exercised hy the members of the Tribe or
other Indian tribes, as the case may be, over the entity bidding on

a contract. A number of contracts for Project Sunburst were awarded

to companies controlled by Tribal members under the TERO
provision described above.

As of September 30, 2002, 130 employees of the Authority were
members of the Tribe.

The Authority engages McFarland Johnson, Inc. for surveying, civil
engineering and professional design services. Roland Harris, a
current member and a former Chairman of the Management Board
and the Tribal Council, was a consultant for this firm pursuant to a
consulting agreement which expired in May 2001. For the fiscal years
ended September 30, 2002, 2001 and 2000, the Authority incurred
$372,000, $175,000 and $792,000, respectively, for such services
provided by McFarland Johnson. McFarland Johnson formerly
conducted business as Harris and Clark, Inc. The Authority believes
that the terms of this engagement are comparable to those that would
pertain to an arms length engagement with an unaffiliated firm.

The Authority leases the land on which Mohegan Sun is located from
the Tribe pursuant to a long-term lease. The Authority is required to
pay to the Tribe a nominal rental under the lease (see Note 12).

The lease has an initial term of 25 years and it is renewable for

an additional 25-year term upon expiration.

NOTE 11—EMPLOYEE BENEFIT PLANS:

The Authority maintains a retirement savings plan for its employees
under Section 401(k) of the Internal Revenue Code (““401(k) Plan”).
The plan allows employees of the Authority to defer up to the lesser
of the maximum amount prescribed by the Internal Revenue Code or
15% of their income on a pre-tax basis, through contributions to the
401(k) Plan. The Authority matches 100% of the eligible employees’
contributions up to a maximum of 3% of their individual earings.
The Authority recorded matching contributions, net of forfeitures,

of approximately $3.7 million, $2.7 million and $2.9 million to

this plan for the fiscal years ended September 30, 2002, 2001

and 2000, respectively.

The Authority, together with the Tribe, maintains a Non-Qualified
Deferred Compensation Plan (the “Deferred Compensation Plan”)

for certain key employees. This plan allows participants to defer

up to 100% of their pre-tax income to the plan. For the fiscal years
ended September 30, 2002, 2001 and 2000, employee contributions,
net of withdrawals, and investment appreciation/depreciation totaled
$658,000, $657,000 and $703,000, respectively.

The Authority sponsors a retirement plan (the “Retirement Plan”)
for all employees. The Retirement Plan was effective July 2, 2001

and contributions by the Authority are based on a fixed contribution
level for hours worked. Employees become eligible after 90 days of
employment and will be fully vested at the completion of seven years
of employment. For the fiscal years ended September 30, 2002 and
2001, the Authority has contributed $3.9 million and $986,000, net
of forfeitures, to the Retirement Plan, respectively.

NOTE 12—COMMITMENTS AND CONTINGENCIES:
Project Sunburst

During the quarter ended March 31, 2002, the Tribe received a
notification from Trading Cove Associates (“TCA”) the developer

of Project Sunburst, indicating that the cost of completing Project
Sunburst is estimated to be $1.0 billion, excluding capitalized interest,
which represents an increase of $40.0 million over the previous
estimate of $960.0 million. TCA indicated that the $40.0 million
increase relates to scope changes to the Mohegan Sun retail program
amounting to $10.0 million and acceleration costs related to the early
opening of the Casino of the Sky and the extended hotel tower
completion date in the amount of $12.0 million. The balance of the
increase relates to theming and quality improvements and claims
reserves in the amount of $18.0 million. As of September 30, 2002,
the Authority had spent $997.8 million, excluding capitalized interest,
on Project Sunburst.

The Mohegan Compact

In May 1994, the Tribe and the State of Connecticut entered

into a Memorandum of Understanding (“MOU”) which sets forth
certain matters regarding implementation of the Mohegan Compact.
The MOU stipulates that a portion of the revenues earned on

slot machines must be paid to the State of Connecticut (“Slot

Win Contribution). The Slot Win Contribution payments will not

be required if the State of Connecticut legalizes any other gaming
operations with slot machines or other commercial casino table
games within Connecticut, except those consented to by the Tribe
and the Mashantucket Pequot Tribe. For each 12-month period
commencing July 1, 1995, the Slot Win Contribution shall be

the lesser of (a) 30% of gross revenues from slot machines,

or (b) the greater of (i) 25% of gross revenues from slot
machines or (ii) $80.0 million.

The Authority reflected expenses associated with the Slot Win
Contribution totaling $179.6 million, $144.6 million and $135.1
million, respectively, for the fiscal years ended September 30, 2002,
2001 and 2000. As of September 30, 2002, outstanding Slot Win
Contribution payments to the State of Connecticut totaled $15.0 million.
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Agreement with the Town of Montville

On June 16, 1994, the Tribe and the Town of Montville (the *“Town™)
entered into an agreement whereby the Tribe agreed to pay to the
Town a recurring annual payment of $500,000 to minimize the impact
on the Town resulting from the decreased tax revenues on reservation
land held in trust. Additionally, the Tribe agreed to make a one-time
payment of $3.0 million towards infrastructure improvements to the
Town’s water system. The Tribe assigned its rights and obligations

in the agreement with the Town of Montville to the Authority. As of
September 30, 2002, the Authority fulfilled the obligation to make a
one-time payment of $3.0 million for improvements to the municipal
water system, which has been included in other assets in the
accompanying balance sheets and is being amortized over 40 years.

Land Lease from the Tribe to the Authority

The land upon which Mohegan Sun is situated is held in trust for

the Tribe by the United States. The Tribe and the Authority have entered
into a land lease under which the Tribe leases to the Authority the
property and all buildings, improvements and related facilities
constructed or installed on the property. The lease was approved by
the Secretary of the Interior on September 29, 1995. Summarized
below are several key provisions of this lease.

Term

The term of the lease is 25 years with an option, exercisable by the
Authority, to extend the term for one additional 25-year period. Upon
the termination of the lease, the Authority will be required to surrender
to the Tribe possession of the property and improvements, excluding
any equipment, furniture, trade fixtures or other personal property.

Rent and Other Operating Expenses

The Authority is required to pay to the Tribe a nominal annual

rental fee. For any period when the Tribe or another agency or
instrumentality of the Tribe is not the tenant under the lease, the
rent will be 8% of the tenant’s gross revenues from the premises.
The Authority is responsible for the payment of all costs of owning,
operating, constructing, maintaining, repairing, replacing and
insuring the leased property.

Use of Leased Property

The Authority may use the leased property and improvements solely
for the construction and operation of Mohegan Sun, unless prior
approval is obtained from the Tribe for any proposed alternative use.
Similarly, no construction or alteration of any building or improvement

located on the leased property by the Authority may be made unless
complete and final plans and specifications have been approved by the
Tribe. Following foreclosure of any mortgage on the Authority’s interest
under the lease or any transfer of such interest to the holder of such
mortgage in lieu of foreclosure, the leased property and improvements
may be used for any lawful purpose, subject only to applicable codes
and governmental regulations; provided, however, that a non-Indian
holder of the leased property may in no event conduct gaming
operations on the property.

Permitted Mortgages and Rights of Permitted Mortgages

The Authority may not mortgage, pledge or otherwise encumber

its leasehold estate in the leased property except to a holder of a
permitted mortgage. Under the lease, a “permitted mortgage” includes
the leasehold mortgage securing the Authority’s obligations under the
Bank Credit Facility granted by the Authority that provides, among other
things, that (1) the Tribe will have the right to notice of, and to cure,
any default of the Authority, (2) the Tribe will have the right to prior
notice of an intention by the holder to foreclose on the permitted
mortgage and the right to purchase the mortgage in lieu of any
foreclosure, and (3) the permitted mortgage is subject and
subordinated to any and all access and utility easements granted

by the Tribe under the lease.

As provided in the lease, each holder of a permitted mortgage has the
right to notice of any default of the Authority under the lease and the
opportunity to cure such default within any applicable cure period.

Default Remedies

The Authority will be in default under the lease if, subject to the
notice provisions, it fails to make lease payments or to comply with

its covenants under the lease or if it pledges, encumbers or conveys
its interest in the lease in violation of the terms of the lease.
Following a default, the Tribe may, with approval from the Secretary
of the Interior, terminate the lease unless a permitted mortgage
remains outstanding with respect to the leased property. In that

case, the Tribe may not (1) terminate the lease or the Authority’s right
to possession of the leased property, (2) exercise any right of re-entry,
(3) take possession of and/or relet the leased property or any portion
thereof, or (4) enforce any other right or remedy which may materially
and adversely affect the rights of the holder of the permitted
mortgage, unless the default triggering such rights was a monetary
default which such holder failed to cure after notice.

Expansion Construction Management Agreement with
Perini Building Company, Inc.

The Authority engaged Perini Building Company, Inc. (“Perini”) as
construction manager to provide construction management services
for Project Sunburst. As construction manager, Perini is receiving

a fee of $25.5 million for services including, but not limited to,
pre-construction review and construction phase contract
administration. As of September 30, 2002, Perini had received $24.7
million of the $25.5 million fee, which has been included in property
and equipment, net in the accompanying balance sheets. For the fiscal
years ended September 30, 2002, 2001 and 2000, the Authority
incurred $9.5 million, $7.5 million and $6.0 million, respectively,
related to the construction management fee. In addition, the Authority
has agreed to pay Perini $1.3 million and $500,000 in construction
management fees relating to the Indian Summer and Thames Garages,
respectively. During fiscal year 2002, the Authority incurred $1.3
million and $500,000 in construction management fees relating

to the Indian Summer and Thames Garages, respectively, all of which
has been paid. The Construction Management Agreement contains

a limited waiver of sovereign immunity to permit the commencement,
maintenance and enforcement of any dispute, claim and/or cause

of action arising under the Construction Management Agreement.

In conjunction with the limited waiver of sovereign immunity,

Perini may seek satisfaction of judgment against the undistributed
and/or future revenues of Project Sunburst and/or the existing
Mohegan Sun facility.

Radlo Station Guarantee

In August 2001, the Authority entered into an agreement with AAA
Entertainment, LLC (“AAA”) to operate the radio station WMOS on

the premises of Mohegan Sun. In the event WMOS’s annual net
revenue is less than $600,000, the Authority agrees to reimburse

AAA $600,000 less the actual net revenue. AAA will retain 200%

of WMOS’s annual net revenues between $600,000 and $750,000.
Amounts to be reimbursed are assessed monthly, but payments are
calculated on a cumulative annual basis. Payment to AAA for the fiscal
year ended September 30, 2002 totaled $104,000. These amounts
represent the revenue shortfall from October 1, 2001 through March
31,2002. As of September 30, 2002, AAA owed the Authority $56,000.
These amounts represent the cumulative excess revenues earned

by AAA from April 1, 2002 through September 30, 2002. There were
no payments for the fiscal year ended September 30, 2001.

Litigation

The Authority is a defendant in certain litigation incurred in the
normal course of business. In the opinion of management, based on
the advice of counsel, the aggregate liability, if any, arising from such
litigation will not have a materially adverse effect on the Authority’s
financial position, results of operations or cash flows.

NOTE 13—TCA AGREEMENTS:
Management Agreement

On August 30, 1995, the Tribe and TCA entered into the Amended and
Restated Gaming Facility Management Agreement (the “Management
Agreement”), pursuant to which the Tribe retained and engaged TCA,
on an independent contractor basis, to operate, manage and market
Mohegan Sun. The Tribe assigned its rights and obligations under

the Management Agreement to the Authority. TCA had a responsibility
to manage Mohegan Sun in exchange for payments ranging from 30%
to 40% of net income, before management fees, as defined, depending
upon profitability levels. Management fees totaled $13.6 million for
the fiscal year ended September 30, 2000. The amount for fiscal year
2000 represents only the amounts earned from the period October 1,
1999 through December 31, 1999, the date upon which the
Management Agreement was terminated.

Relinquishment Agreement

In February 1998, the Authority and TCA entered into an agreement
(the ““Relinquishment Agreement”). Effective January 1, 2000 (the
“Relinquishment Date™), the Relinquishment Agreement superseded
the Management Agreement. The Relinquishment Agreement provides
that the Authority will make certain payments to TCA out of, and
determined as a percentage of, Revenues, as defined, generated

by the Mohegan Sun over a 15-year period commencing on the
Relinquishment Date. The payments (““Senior Relinquishment
Payments” and “Junior Relinquishment Payments™) have separate
payment schedules and priority. Senior Relinquishment Payments
commenced on April 25, 2000, twenty-five days following the end

of the first three-month period following the Relinquishment Date
and continue at the end of each three-month period occurring
thereafter until January 25, 2015. Junior Relinquishment Payments
commenced on July 25, 2000, twenty-five days following the end

of the first six-month period following the Relinquishment Date and
continue at the end of each six-month period occurring thereafter
until January 25, 2015. Each Senior Relinquishment Payment and
Junior Relinquishment Payment is an amount equal to 2.5% of the
Revenues generated by Mohegan Sun over the immediately preceding
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three-month or six-month payment period, as the case may be.
“Revenues” are defined as gross gaming revenues (other than Class II
gaming revenue) and all other facility revenues (including, without
limitation, hotel revenues, room service, food and beverage sales,
ticket revenues, fees or receipts from convention/events center and all
rental or other receipts from lessees and concessionaires but not

the gross receipts of such lessees, licenses and concessionaires).

In the fourth quarter of fiscal year 2000, TCA notified the Authority
that it did not agree with the Authority’s treatment of certain
promotional transactions that, in TCA's opinion, had resulted in a
reduction in revenues subject to the Relinquishment Agreement.

The Authority and TCA have agreed on the accounting for Revenues
related to certain promotional allowances in accordance with the
Relinquishment Agreement. As a result, in August 2001, the Authority
paid TCA approximately $137,000 of additional relinquishment fees.

The Authority, in accordance with SFAS No. 5,*“Accounting for
Contingencies”, has recorded a relinquishment liability of the
estimated present value of its obligations under the Relinquishment
Agreement. A relinquishment liability of $549.1 million was
established at September 30, 1998 based on the present value of
the estimated future Mohegan Sun revenues utilizing the Authority’s
risk free investment rate. At September 30, 2002, the carrying
amount of the relinquishment liability was $557.6 million as
compared to $592.0 million at September 30, 2001. The decrease

is due to $51.1 million in relinquishment payments and a $19.6
million relinquishment liability reassessment adjustment, offset by
$36.3 million in accretion of relinquishment liability discount. Of the
$51.1 million in relinquishment payments, $14.9 million represents
principal amounts and the remaining $36.2 million is payment for
the accretion of interest. Relinquishment payments of $42.3 million
were made during the fiscal year ended September 30, 2001. Of the
$42.3 million in relinquishment payments for the fiscal year ended
September 30, 2001, $9.7 million represents principal payments and
the remaining $32.6 million is payment for the accretion of interest.
Relinquishment payments of $20.0 million were made during the fiscal
year ended September 30, 2000. Of the $20.0 million in
relinquishment payments for the fiscal year ended September 30,
2000, $8.5 million represents principal payments and the remaining
$11.5 million is payment for the accretion of interest. The accretion
of relinquishment liability discount resulted from the impact on the
discount for the time value of money due to the passage of time. The
relinquishment liability reassessment of $19.6 million, $74.4 million
and $8.8 million for the fiscal years ended September 30, 2002, 2001
and 2000, respectively resulted from the impact of actual revenues

compared to original estimates on the determination of the
relinquishment liability. In fiscal years 2002 and 2001, the Authority
reviewed current revenue forecasts and reduced revenue projections
for the period in which the Relinquishment Agreement applies, due to
uncertainties involving economic market conditions that have affected
Project Sunburst revenues and future competition from potential
Native American casinos. At September 30, 2002 and 2001
relinquishment payments earned but unpaid were $16.3 million and
$11.5 million, respectively.

Subordination of Relinquishment Payment/Priority Distribution
to the Tribe

The Relinquishment Agreement provides that each of the Senior and
Junior Relinquishment Payments are subordinated in right to payment
of senior secured obligations, which includes the Bank Credit Facility
and capital lease obligations, and that the Junior Relinquishment
Payments are further subordinated to payment of all other senior
obligations, including the Authority’s Senior Notes. The Relinquishment
Agreement also provides that all relinquishment payments are
subordinated in right of payment to the minimum priority distribution
payment, as defined in the Relinquishment Agreement, from the
Authority to the Tribe to the extent then due.

Development Agreement

On February 7, 1998, the Authority and TCA entered into a development
services agreement (the “Development Agreement”). Under the
Development Agreement, TCA is responsible for the administration

and supervision of the construction manager and the entire
construction process of Project Sunburst. TCA is acting as the
Authority’s representative in connection with construction contracts
that are approved hy the Authority. Specifically, TCA is responsible

for overseeing all persons performing work on the expansion site,
inspecting the progress of construction, determining completion dates
and reviewing contractor payment requests submitted to the Authority.

Payment of the Development Fee

Under the Development Agreement, the Authority is required to pay

to TCA a development fee of $14.0 million. Pursuant to the payment
schedule described in the Development Agreement, on January 15,
2000, the Authority began paying the development fee to TCA on a
quarterly basis, based upon the incremental completion as of each
payment date. As of September 30, 2002, the Authority had incurred
$13.7 million related to the TCA development fee, of which $13.5
million has been paid. All amounts incurred have been included in
the property and equipment, net in the accompanying balance sheets.

Termination and Disputes

The Development Agreement terminates upon the earlier of (a)
completion of Project Sunburst or (b) February 7, 2008. In addition,
each party has the right to terminate the Development Agreement if
there is a material default or failure to perform a material duty or
obligation by the other party. The parties must submit disputes arising
under the Development Agreement to arbitration and have agreed that
punitive damages may not be awarded to either party by an arbitrator.
The Authority has also waived sovereign immunity for the purpose of
permitting, compelling or enforcing arbitration and has agreed to be
sued by TCA in any court of competent jurisdiction for the purposes of
compelling arbitration or enforcing any arbitration or judicial award
arising out of the Development Agreement.
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