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ITEM 1. Business.

Overview

Boyd Gaming Corporation (the “Company,” the “Registrant,” “Boyd Gaming,
company that has been operating for approximately 36 years.

We are a diversified operator of 16 wholly-owned gaming entertainment properties and one controlling interest in a
limited liability company. Headquartered in Las Vegas, we have gaming operations in Nevada, Illinois, Louisiana,
Mississippi, Indiana and New Jersey, which we aggregate in order to present the following four reportable segments:
Las Vegas Locals

99 ¢

we” or “us”) is a multi-jurisdictional gaming

Gold Coast Hotel and Casino Las Vegas, Nevada
The Orleans Hotel and Casino Las Vegas, Nevada
Sam's Town Hotel and Gambling Hall Las Vegas, Nevada
Suncoast Hotel and Casino Las Vegas, Nevada
Eldorado Casino Henderson, Nevada
Jokers Wild Casino Henderson, Nevada

Downtown Las Vegas

California Hotel and Casino Las Vegas, Nevada
Fremont Hotel and Casino Las Vegas, Nevada
Main Street Station Casino, Brewery and Hotel Las Vegas, Nevada

Midwest and South

Sam's Town Hotel and Gambling Hall Tunica, Mississippi

IP Casino Resort Spa Biloxi, Mississippi

Par-A-Dice Hotel and Casino East Peoria, Illinois

Blue Chip Casino, Hotel & Spa Michigan City, Indiana

Treasure Chest Casino Kenner, Louisiana

Delta Downs Racetrack Casino & Hotel Vinton, Louisiana

Sam's Town Hotel and Casino Shreveport, Louisiana
Atlantic City

Borgata Hotel Casino & Spa Atlantic City, New Jersey

Hawaiian Operations
In addition to these properties, we own and operate a travel agency in Hawaii, and a captive insurance company, also
in Hawaii, that underwrites travel-related insurance.

Dania Jai-Alai
We also own and operate Dania Jai-Alai, which is a pari-mutuel jai-alai facility located on approximately 47 acres of
land in Dania Beach, Florida.

Echelon Development

Additionally, we own approximately 87 acres of land on the Las Vegas Strip, where our multibillion dollar Echelon
development project ("Echelon") is located. On August 1, 2008, due to the difficult environment in the capital
markets, as well as weak economic conditions, we announced the delay of Echelon. As we do not believe that a
significant level of economic recovery has occurred along the Las Vegas Strip, or that financing for a development
project like Echelon is currently available on terms satisfactory to us, we do not expect to resume construction of
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Echelon for three to five years. We also do not believe that financing for a development project like Echelon is
currently available on terms satisfactory to us.
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Our Emphasis

Our main business emphasis is on slot revenues, which are highly dependent upon the volume and spending levels of
customers at our properties. Gross and net revenues are one of the main performance indicators of our properties. Our
properties have historically generated significant operating cash flow, with the majority of our revenue being
cash-based. Our industry is capital intensive; we rely heavily on the ability of our properties to generate operating cash
flow in order to fund maintenance capital expenditures, repay debt financing and associated interest costs, purchase
our debt or equity securities, pay income taxes, fund acquisitions, provide excess cash for future development and pay
dividends.

Economic Influence

Throughout the current recession, global economic issues affecting both consumer wealth and consumer confidence
have resulted in a meaningful decrease in expenditures on gaming and leisure activities. As a result, over the past
several years, we have undertaken several programs aimed at reducing our cost structure in an effort to manage our
properties' operations under tightened revenue trends. In addition, we have established a more efficient business model
that we believe will help enable us to realize improved results when normalized business volumes return. Our present
objective is to manage our cost and expense structure to address the current deterioration in business volumes and
generate strong and stable cash flows.

Positioning

We continually work to position our Company for greater success by strengthening our existing operations and
growing through capital investment and other strategic initiatives. For instance, in October 2011, we purchased the IP
Casino Resort Spa (the "IP") which is a premier casino resort on the Mississippi gulf coast and includes 1,100 guest
rooms and suites, a 70,000 square-foot casino, a 1,400-seat theater offering regular headline entertainment, a spa and
salon, 73,000 square feet of meeting and convention space, as well as eight restaurants. Additionally, in January 2009,
we opened our 22-story hotel at Blue Chip Casino, Hotel and Spa in Michigan City, Indiana ("Blue Chip"), which
includes 300 guest rooms, a spa and fitness center, additional meeting and event space, as well as new dining and
nightlife venues.

Boyd Brand Awareness

We have also established a nationwide branding initiative and loyalty program. Previously, players were able to use
their “Club Coast” or “B Connected” cards to earn and redeem points at nearly all of our wholly-owned Boyd Gaming
properties in Nevada, Illinois, Indiana, Louisiana and Mississippi. In June 2010, we launched an enhanced,
multi-property player loyalty program under the “B Connected” brand, which replaced the “Club Coast” program.
Customers under the “Club Coast” program were able to keep all earned benefits and club points they had previously
earned under the program. The new “B Connected” club, among other benefits, extends the time period over which
players may qualify for promotion from player level to level and increases the credits awarded to reel slot and table
games players.

In addition to the “B Connected” player loyalty program, we launched the “B Connected Mobile” program in July 2010. “B
Connected Mobile,” the first multi-property, loyalty program based iPhone application of its kind in the gaming

industry, is a personalized mobile application that delivers customized offers and information directly to a customer's
iPhone, iPad, or Android device, making "B Connected Mobile" the first application of its kind available on multiple
platforms. The application further expands the benefits of the “B Connected” program. “B Connected Mobile” provides
real-time personalized information when a customer visits a Boyd property, including hotel, dining and gaming offers,

such as “Best Rates Available” on hotel rooms for “B Connected” members, instant access to event information, schedules
and special offers at all Boyd Gaming properties using a search engine which allows customers to find Boyd Gaming
casinos that have their favorite machines and displays the games' locations on a casino floor map, the ability to track “B
Connected” point balances in real time, and the ability to make immediate hotel or restaurant reservations. These tools
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help customers get the greatest value out of their B Connected membership, and ensure that our marketing is as
effective as possible.

Borgata Brand Awareness

Borgata sponsors its own program to expand its brand awareness and leverage its strong loyalty card program,
predicated on efforts to use marketing and promotional programs to serve an important role: to retain existing
customers, maintain trip frequency and acquire new customers. Borgata offer its guests comprehensive, competitive
and targeted marketing and promotion programs. The “My Borgata Rewards” program, for example, offers players a
hassle-free way of earning slot dollars, comp dollars and other rewards and benefits based on game play, with
convenient on-line access of account balances and other program information. In addition, Borgata strives to
differentiate its casino with high-quality guest services to further enhance overall brand and customer experience to
position Borgata as the must visit property in Atlantic City. Borgata maintains a database of nearly 3.1 million
customers enrolled in “My Borgata Rewards,” which is used to support its marketing efforts.

Other Promotional Activities
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From time to time, we offer other promotional offers and discounts targeted towards new customers, frequent
customers, inactive customers, customers of various levels of play, and prospective customers who have not yet
visited our properties, and mid-week and other promotional activities that seek to generate visits to our properties
during slower periods. Unlike some of our competitors, our promotional slot dollars are restricted and can only be
redeemed for slot play and may not be cashed out. Comp dollars, generally in the form of monetary discounts, and
other rewards generally can only be redeemed at our restaurants, retail and spa facilities.

General Business Developments

Significant developments affecting our business during the past five years are as follows:

On October 4, 2011, we consummated the acquisition of IP pursuant to an Agreement for Purchase and Sale, under
which the seller agreed to sell and transfer, and the Company agreed to purchase and assume, certain assets and
liabilities related to the IP, on an as-is basis. The net purchase price was $280.6 million. Accordingly, the acquired
assets and assumed liabilities of IP are included in our consolidated balance sheet as of December 31, 2011 and the
results of its operations and cash flows are reported in our consolidated statements of operations and cash flows from
October 4, 2011 through December 31, 2011, reported in our consolidated statements of operations and cash flows,
respectively, during the year ended December 31, 2011.

On October 31, 2011, we announced that we had entered into an agreement with bwin.party digital entertainment plc,
the world's largest publicly traded online gaming company. Should Congress legalize online poker in the United
States, and subject to regulatory approvals, we would acquire a 10% stake in a new company that would offer online
poker to U.S.-based players under bwin.party's brands, including PartyPoker. Separately, we entered into a 15-year
agreement to use bwin.party's technology platform and associated services, at favorable rates and costs to us, to offer
online poker to U.S. players under a brand we develop.

On March 24, 2010, as a result of the amendment to our operating agreement with MGM Resorts International (the
successor in interest to MGM MIRAGE) ("MGM"), which provided, among other things, for the termination of
MGM's participating rights in the operations of Borgata, we effectively obtained control of Borgata. As a result, we
have included Borgata in our consolidated balance sheet as of December 31, 2011 and 2010, and its results of
operations and cash flows from March 24, 2010 through December 31, 2010 and for the full year ended December 31,
2011 in our consolidated statements of operations and cash flows for the years ended December 31, 2011 and 2010,
respectively. Prior period amounts were not restated or recasted as a result of this change.

Blue Chip opened on January 22, 2009, following completion of an expansion project that added a 22-story hotel,
which includes 300 guest rooms, a spa and fitness center, additional meeting and event space, as well as new dining
and nightlife venues to the existing property structures.

In 2008, we established our nationwide branding initiative and loyalty program. Players are able to use their “B
€Connected” (or, formerly, "Club Coast") cards to earn and redeem points at nearly all of our wholly-owned Boyd
Gaming properties in Nevada, [llinois, Indiana, Louisiana and Mississippi.

The Water Club, a 798-room boutique hotel expansion project at Borgata, opened in June 2008. The expansion
tncludes five swimming pools, a state-of-the-art spa, additional meeting and retail space, and a separate porte-cochere
and front desk.

We began construction on Echelon, our multibillion dollar Las Vegas Strip development project, in the second quarter
of 2007. Echelon is located on the former Stardust site, which we closed in November 2006 and demolished in March
2007. In August 2008, due to the difficult environment in the capital markets, as well as weak economic conditions,
we announced the delay of our multibillion dollar Echelon development project on the Las Vegas Strip. At that time,
we did not anticipate the long-term effects of the current economic downturn, evidenced by lower occupancy rates,
declining room rates and reduced consumer spending across the country, but particularly in the Las Vegas
geographical area; nor did we predict that the incremental supply becoming available on the Las Vegas Strip would
face such depressed demand levels, thereby elongating the time for absorption of this additional supply into the
market. As we do not believe that a significant level of economic recovery has occurred along the Las Vegas Strip, or
that financing for a development project like Echelon is currently available on terms satisfactory to us, we do not
expect to resume construction of Echelon for three to five years.

10



Edgar Filing: BOYD GAMING CORP - Form 10-K

In February 2007, we completed our exchange of the Barbary Coast Hotel and Casino and its related 4.2 acres of land
for approximately 24 acres located north of and contiguous to our Echelon development project on the Las Vegas

Strip in a nonmonetary, tax-free transaction.
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Business Strategy
Our properties generally operate in highly competitive environments. We compete against other gaming companies as
well as other hospitality, entertainment and leisure companies. We believe that the following factors have contributed
to our success in the past and are central to our success in the future:
we emphasize slot revenues, the most consistently profitable segment of the gaming industry;
we have comprehensive marketing and promotion programs;

six of our Las Vegas properties are well-positioned to capitalize on the Las Vegas locals

market;
our downtown Las Vegas properties focus their marketing programs on, and derive a majority of their revenues from,
a unique niche - Hawaiian customers;
our operations are geographically diversified within the United States;
we have the ability to expand certain existing properties and make opportunistic and strategic acquisitions; and
we have an experienced management team.
Properties
As of December 31, 2011, we own or operate 1,042,787 square feet of casino space, containing approximately 25,973
slot machines, 655 table games and 11,418 hotel rooms. We derive the majority of our gross revenues from our
gaming operations, which generated approximately 72%, 73% and 75% of gross revenues for the years ended
December 31, 2011, 2010 and 2009 respectively. Food and beverage gross revenues, which generated approximately
14% of gross revenues for each of the years ended December 31, 2011 and 2010 and 13% during the year ended
December 31, 2009, represent the next most significant revenue source, followed by room and other, both of which
separately contributed less than 10% of gross revenues during all of these respective years.
The following table sets forth certain information regarding our properties (listed by the segment in which each such
property is reported), as of and for the year ended December 31, 2011 (except with respect to the hotel occupancy and
average daily rate statistics for IP, which data is presented for the period from October 4, 2011 through December 31,
2011; however, all other statistics presented with respect to IP are as of December 31, 2011).

7
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Year Casino Average

Slot Table Hotel Hotel .
Opened or Space (Sg. Machines Games Rooms Occupancy Daily

Acquired ft.) Rate
Las Vegas Locals
Gold Coast Hotel and Casino 2004 85,500 1,920 49 711 85 % $47
The Orleans Hotel and Casino 2004 133,800 2,623 60 1,885 89 % $52
1811111; s Town Hotel and Gambling - o 126,700 2,115 26 646 91 % $44
Suncoast Hotel and Casino 2004 95,000 2,035 34 426 86 % $63
Eldorado Casino 1993 24,200 426 4 — — % $—
Jokers Wild Casino 1993 28,100 446 7 — — % $—
Downtown Las Vegas
California Hotel and Casino 1975 36,000 1,059 28 781 89 % $33
Fremont Hotel and Casino 1985 30,200 1,054 24 447 87 % $37
Main Street Station Casino, 1993 27.000 859 19 406 91 % $37
Brewery and Hotel
Midwest and South
Mississippi
IS{?E s Town Hotel and Gambling g, 66,000 1286 30 842 77 % $46
IP Casino Resort Spa 2011 70,000 1,900 62 1,100 81 % $82
Illinois
Par-A-Dice Hotel Casino 1996 26,000 1,167 21 202 91 % $66
Indiana
Blue Chip Casino, Hotel & Spa 1999 65,000 1,965 42 486 77 % $72
Louisiana
Treasure Chest Casino 1997 24,000 980 36 — — % $—
peta Downs Racerack Casino & 5001 15000 1620 — 203 2 % $55
Sam's Town Hotel and Casino 2004 30,000 1,043 29 514 87 % $82
Total of wholly-owned properties 882,500 22,498 471 8,649
Atlantic City, New Jersey
Borgata Hotel Casino & Spa 2003 160,287 3,475 184 2,769 86 % $134

Total all properties 1,042,787 25,973 655 11,418

Hawaiian Operations
In addition to these properties, we own and operate a travel agency in Hawaii, and a captive insurance company, also
in Hawaii, that underwrites travel-related insurance.

Dania Jai-Alai
We also own and operate Dania Jai-Alai, which is a pari-mutuel jai-alai facility located on approximately 47 acres of
land in Dania Beach, Florida.

Echelon Development
Additionally, we own approximately 87 acres of land on the Las Vegas Strip, where our multibillion dollar Echelon

development project ("Echelon") is located. On August 1, 2008, due to the difficult environment in the capital
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markets, as well as weak economic conditions, we announced the delay of Echelon. As we do not believe that a
significant level of economic recovery has occurred along the Las Vegas Strip, or that financing for a development
project like Echelon is currently available on terms satisfactory to us, we do not expect to resume construction of
Echelon for three to five years. We also do not believe that financing for a development project like Echelon is
currently available on terms satisfactory to us.

Las Vegas Locals Segment

Our Las Vegas Locals segment consists of six casinos that serve the resident population of the Las Vegas metropolitan
area, which had been one of the fastest growing areas in the United States prior to the economic downturn beginning
in late 2007. Las Vegas has historically been characterized by a vibrant economy and strong demographics that
include a large population of retirees and

8
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other active gaming customers. Although we are seeing signs of stabilization, the current recession has had an adverse
impact on the growth and economy of Las Vegas, resulting in significant declines in the local housing market and
unstable unemployment in the Las Vegas valley, which has negatively affected consumer spending. Our Las Vegas
Locals segment competes directly with other locals' casinos and gaming companies, some of which operate larger
casinos and offer different promotions than ours.

Gold Coast Hotel and Casino

Gold Coast Hotel and Casino (“Gold Coast”) is located on Flamingo Road, approximately one mile west of the Las
Vegas Strip and one-quarter mile west of Interstate 15, the major highway linking Las Vegas and southern California.
Its location offers easy access from all four directions in the Las Vegas valley. The primary target market for Gold
Coast consists of local middle-market customers who actively gamble. Gold Coast's amenities include 711 hotel
rooms and suites along with meeting facilities, multiple restaurant options, a 70-lane bowling center and gaming,
including slots, table games, a race and sports book and a bingo center.

The Orleans Hotel and Casino

The Orleans Hotel and Casino (“The Orleans”) is located on Tropicana Avenue, a short distance from the Las Vegas
Strip. The target markets for The Orleans are both local residents and visitors to the Las Vegas area. The Orleans
provides an exciting New Orleans French Quarter-themed environment. Amenities at The Orleans include 1,885 hotel
rooms, a variety of restaurants and bars, a spa and fitness center, 18 stadium-seating movie theaters, a 70-lane bowling
center, banquet and meeting space, and a special events arena that seats up to 9,500 patrons.

Sam's Town Hotel and Gambling Hall

Sam's Town Hotel and Gambling Hall (“Sam's Town Las Vegas”) is located on the Boulder Strip, approximately six
miles east of the Las Vegas Strip, and features a contemporary western theme. Its informal, friendly atmosphere
appeals to both local residents and visitors alike. Amenities at Sam's Town Las Vegas include 646 hotel rooms, a
variety of restaurants and bars, 18 stadium-seating movie theaters, and a 56-lane bowling center. Gaming, bowling
and live entertainment create a social center that has attracted many Las Vegas residents to Sam's Town Las Vegas.
Suncoast Hotel and Casino

Suncoast Hotel and Casino (“Suncoast”) is located in Peccole Ranch, a master-planned community adjacent to
Summerlin, and is readily accessible from most major points in Las Vegas, including downtown and the Las Vegas
Strip. The primary target market for Suncoast consists of local middle-market customers who gamble frequently.
Suncoast is a Mediterranean-themed facility that features 426 hotel rooms, multiple restaurant options, 25,000 square
feet of banquet and meeting facilities, 16 stadium-seating movie theatres, and a 64-lane bowling center.

Eldorado Casino and Jokers Wild Casino

Located in downtown Henderson, the Eldorado Casino (“Eldorado”) is approximately 14 miles from the Las Vegas
Strip. Jokers Wild Casino (“Jokers Wild”) is also located in Henderson. The amenities at each of these properties
include slots, table games, a sports book, and dining options. The principal customers of these properties are
Henderson residents.

Downtown Las Vegas Segment

We directly compete with 11 casinos that operate in downtown Las Vegas; however, we have developed a distinct
niche for our downtown properties by focusing on customers from Hawaii. Our downtown properties focus their
marketing on gaming enthusiasts from Hawaii and tour and travel agents in Hawaii with whom we have cultivated
relationships since we opened our California Hotel and Casino (“California”) in 1975. Through our Hawaiian travel
agency, Vacations Hawaii, we operate as many as five charter flights from Honolulu to Las Vegas each week, helping
to ensure a stable supply of air transportation. We also have strong, informal relationships with other Hawaiian travel
agencies and offer affordable all-inclusive packages. These relationships, combined with our Hawaiian promotions,
have allowed California, Fremont Hotel and Casino (“Fremont”) and Main Street Station Casino, Brewery and Hotel
(“Main Street Station”) to capture a significant share of the Hawaiian tourist trade in Las Vegas. During the year ended
December 31, 2011, patrons from Hawaii comprised approximately 68% of the occupied room nights at California,
53% of the occupied room nights at Fremont, and 55% of the occupied room nights at Main Street Station.

California Hotel and Casino
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California's amenities include 781 hotel rooms, multiple dining options, a sports book, and meeting space. California
and Main Street Station are connected by an indoor pedestrian bridge.

Fremont Hotel and Casino

Fremont is adjacent to the principal pedestrian thoroughfare in downtown Las Vegas known as the Fremont Street
Experience. The property's amenities include 447 hotel rooms, a race and sports book, and meeting space.

Main Street Station Casino, Brewery and Hotel

Main Street Station's amenities include 406 hotel rooms and three restaurants, one of which includes a brewery. In
addition, Main

9
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Street Station features a 96-space recreational vehicle park, the only such facility in the downtown area.

Midwest and South Segment

Our Midwest and South properties consist of four dockside riverboat casinos, one racino and two barge-based casinos
that operate in four states in the Midwest and southern United States. Generally, these states allow casino gaming on a
limited basis through the issuance of a limited number of gaming licenses. Our Midwest and South properties
generally serve customers within a 100-mile radius and compete directly with other casino facilities operating in their
respective immediate and surrounding market areas, as well as with gaming operations in surrounding jurisdictions.
Sam's Town Hotel and Gambling Hall

Sam's Town Hotel and Gambling Hall (“Sam's Town Tunica”) is a barge-based casino located in Tunica County,
Mississippi. The property has extensive amenities, including 842 hotel rooms, an entertainment lounge, four dining
venues, and the 1,600-seat River Palace Arena. Tunica is the closest gaming market to Memphis, Tennessee and is
located approximately 30 miles south of Memphis. The adult population within a 250-mile radius is over nine million
people, which also includes the cities of Nashville in Tennessee, Jackson, Mississippi and Little Rock, Arkansas.

IP Casino Resort Spa

IP overlooks the scenic back bay of Biloxi and is one of the premier resorts on the Mississippi Gulf Coast, and a
recipient of a AAA Four Diamond Award. Completely remodeled in 2005, the property features nearly 1,100 hotel
rooms and suites; a 70,000-square-foot casino with 1,900 slot machines and 62 table games; 73,000 square feet of
convention and meeting space; a spa and salon; a 1,400-seat theater offering regular headline entertainment; six
lounges and bars; and eight restaurants, including a steak and seafood restaurant, and an upscale Asian restaurant.
Par-A-Dice Hotel Casino

Par-A-Dice Hotel Casino (“Par-A-Dice”) is a dockside riverboat casino located on the Illinois River in East Peoria,
llinois that features a 202-room hotel. Located adjacent to the Par-A-Dice riverboat is a land-based pavilion, which
includes three restaurants, a cocktail lounge, and a gift shop. Par-A-Dice is strategically located near Interstate 74, a
major east-west interstate highway. Par-A-Dice is the only gaming facility located within approximately 90 miles of
Peoria, Illinois.

Blue Chip Casino, Hotel & Spa

Blue Chip is a dockside riverboat casino located in Michigan City, Indiana, which is 40 miles west of South Bend,
Indiana and 60 miles east of Chicago, Illinois. The property competes primarily with five casinos in northern Indiana
and southern Michigan and, to a lesser extent, with casinos in the Chicago area and racinos located near Indianapolis.
In 2006, we began operations on our newly constructed single-level dockside riverboat at Blue Chip. The new boat
allowed us to expand our casino and, in connection with the construction of our new boat, add a new parking structure
and enhance the land-based pavilion. On January 22, 2009, we completed an expansion project at Blue Chip that
added a 22-story hotel, which included 300 additional guest rooms and increased total guest rooms to 486, a spa and
fitness center, additional meeting and event space, as well as new dining and nightlife venues to the existing property
structure.

Treasure Chest Casino

Treasure Chest Casino (“Treasure Chest”) is a dockside riverboat casino located on Lake Pontchartrain in the western
suburbs of New Orleans, Louisiana. The property is designed as a classic 18t century Victorian style paddlewheel
riverboat, with a total capacity for 1,750 people. The entertainment complex located adjacent to the riverboat houses a
140-seat Caribbean showroom and two restaurants. Located approximately five miles from the New Orleans
International Airport, Treasure Chest primarily serves residents of suburban New Orleans.

Delta Downs Racetrack Casino & Hotel

Delta Downs is located in Vinton, Louisiana and has historically conducted horse races on a seasonal basis and
operated year-round simulcast facilities for customers to wager on races held at other tracks. In 2002, we began slot
operations in connection with a renovation project that expanded the facility. We completed an expansion of the
casino in 2004 and opened a 203-room hotel at the property in 2005. Delta Downs is approximately 25 miles closer to
Houston than the next closest gaming property, located in Lake Charles, Louisiana. Customers traveling from
Houston, Beaumont and other parts of southeastern Texas will generally drive past Delta Downs to reach Lake
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Charles.

Sam's Town Hotel and Casino

Sam's Town Hotel and Casino (‘“Sam's Town Shreveport”) is a dockside riverboat casino located along the Red River in
Shreveport, Louisiana. Amenities at the property include 514 hotel rooms, a spa, four restaurants, a live entertainment
venue, and convention and meeting space. Feeder markets include east Texas (including Dallas), Texarkana, Arkansas
and surrounding Louisiana cities, including Bossier City, Minden, Ruston and Monroe. The continued expansion of
Native American gaming in Oklahoma could have a material adverse impact on the operations of Sam's Town
Shreveport.

10
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Atlantic City, New Jersey

Borgata Hotel Casino & Spa

Borgata opened in Atlantic City, New Jersey in July 2003. Atlantic City is predominantly a regional day-trip and
overnight-trip market. Borgata directly competes with ten other Atlantic City casinos as well as with gaming
operations in surrounding jurisdictions. Borgata is an upscale destination resort that features a 160,000 square-foot
casino with a total of 2,769 guest rooms and suites comprised of 1,971 guest rooms and suites at the Borgata hotel and
798 guest rooms and suites at The Water Club. Marina District Development Company, LLC ("MDDC") developed,
owns and operates Borgata. Borgata features six fine-dining restaurants with acclaimed chefs including Bobby Flay,
Michael Mina, Wolfgang Puck, Michael Schulson and Stephen Kalt, six casual dining restaurants, eight quick dining
options, 17 retail boutiques, two European-style spas, two nightclubs and over 8,200 parking spaces. In addition, the
property contains approximately 88,000 square feet of meeting and event space, as well as two entertainment venues.
We own a 50% interest in Marina District Development Holding Co., LLC (“Holding Company”’), which owns all the
equity interests in MDDC, d.b.a. Borgata Hotel Casino and Spa. As the managing member, we are responsible for the
day-to-day operations of Borgata, including the operation and maintenance of the facility. Borgata employs a
management team and full staff to perform these services for the property. We maintain the oversight and
responsibility for the operations, but do not receive a management fee from Borgata. As discussed further in Other
Events below, we amended our operating agreement with MGM (our original 50% partner in Borgata), which
provided, among other things, for the termination of MGM's participating rights in the operations of Borgata.
Segments

For further information related to our segment information for revenues and operating income as of and for the three
years in the period ended December 31, 2011, see Note 20, Segment Information to our consolidated financial
statements presented in Part IV, Item 15, Exhibits and Financial Statement Schedules.

Development Project

Echelon

In August 2008, due to the difficult environment in the capital markets, as well as weak economic conditions, we
announced the delay of our multibillion dollar Echelon development project on the Las Vegas Strip. At that time, we
did not anticipate the long-term effects of the current economic downturn, evidenced by lower occupancy rates,
declining room rates and reduced consumer spending across the country, but particularly in the Las Vegas
geographical area; nor did we predict that the incremental supply becoming available on the Las Vegas Strip would
face such depressed demand levels, thereby elongating the time for absorption of this additional supply into the
market. As we do not believe that a significant level of economic recovery has occurred along the Las Vegas Strip, or
that financing for a development project like Echelon is currently available on terms satisfactory to us, we do not
expect to resume construction of Echelon for three to five years.

Nonetheless, we remain committed to having a significant presence on the Las Vegas Strip. During the suspension
period, we continue to consider alternative development options for Echelon, which may include developing the
project in phases, alternative capital structures, scope modifications, or additional strategic partnerships, among
others. We can provide no assurances as to when, or if, construction will resume on Echelon, or if we will be able to
obtain alternative sources of financing for the project.

Central Energy Facility

LVE Energy Partners, LLC (“LVE”) is a joint venture between Marina Energy LLC and DCO ECH Energy, LLC.
Through our wholly-owned subsidiary, Echelon Resorts LLC ("Echelon Resorts"), we have entered into an Energy
Sales Agreement ("ESA") with LVE, to design, build, own (other than the underlying real property which is leased
from Echelon Resorts) and operate a central energy center and related distribution system for our planned Echelon
resort development. Pursuant to the ESA, LVE will provide chilled and hot water, electricity and emergency
electricity generation to Echelon and potentially other joint venture entities associated with the Echelon development
project or other third parties. However, since we are obligated to purchase substantially all of the output of the central
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energy center, we are the primary beneficiary under the terms of the ESA.

LVE has suspended construction of the central energy center while the Echelon project is delayed. On April 3, 2009,
LVE notified us that, in its view, Echelon Resorts would be in breach of the ESA unless it recommenced and
proceeded with construction of the Echelon development project by May 6, 2009. We believe that LVE's position is
without merit; however, in the event of litigation, we cannot state with certainty the eventual outcome nor estimate the
possible loss or range of loss, if any, associated with this matter.

On March 7, 2011, Echelon Resorts and LVE entered into both a purchase option agreement (the "Purchase Option
Agreement") and a periodic fee agreement (the "Periodic Fee Agreement"). Under the Periodic Fee Agreement,

Echelon Resorts and LVE have

11
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mutually agreed that neither LVE nor Echelon Resorts would give notice of, file or otherwise initiate any claim or
cause of action, in or before any court, administrative agency, arbitrator, mediator or other tribunal, that arises under
the ESA, subject to certain exceptions, and any statute of limitations or limitation periods for defenses, claims, causes
of actions and counterclaims shall be tolled while the Periodic Fee Agreement is in effect. The prohibition on the
initiation of litigation and the tolling of the statute of limitations provided for in the Periodic Fee Agreement should be
applicable to any litigation with respect to LVE's April 3, 2009 claim of an alleged breach of the ESA. Under the
Periodic Fee Agreement, Echelon Resorts agreed to pay LVE, beginning on March 4, 2011, a monthly Periodic Fee
and an operation and maintenance fee until either (i) Echelon Resorts notifies LVE that it has resumed construction of
a portion of the Echelon development project that it owns in fee simple and Echelon Resorts and LVE have mutually
agreed to changes to the dates in their respective construction milestones under the ESA, or (ii) Echelon Resorts
exercises its option to purchase LVE's assets pursuant to the terms of the Purchase Option Agreement. The amount of
the Periodic Fee is fixed at $11.9 million annually through November 2013. Thereafter, the amount of the Periodic
Fee is estimated to be approximately $10.8 million annually. The operation and maintenance fee cannot exceed $0.6
million per annum without Echelon's prior approval. We have posted a letter of credit in the amount of $6 million to
secure Echelon's Resorts obligation to pay the Periodic Fee and the operation and maintenance fee.

Under the Purchase Option Agreement, Echelon Resorts has the right, at its sole discretion, upon written notice to
LVE, to purchase the assets of LVE including the central energy center and related distribution system for a price of
$195.1 million, subject to certain possible adjustments. Both the ESA and the Periodic Fee Agreement would be
terminated concurrent with the purchase of the LVE assets pursuant to the Purchase Option Agreement.

Other Events

Terminated agreement to sell Dania Jai-Alai

On April 29, 2011, the Aragon Group and Summersport Enterprises, LLC, two of our indirect wholly-owned
subsidiaries (the “Sellers”), and Dania Entertainment Center, LLC (the “Buyer”) entered into an Asset Purchase
Agreement (the “Agreement”) for the sale of certain assets and liabilities of Dania Jai-Alai. Pursuant to the terms of the
Agreement, the Sellers agreed to sell and transfer, and the Buyer agreed to purchase and assume, certain assets and
liabilities related to Dania Jai-Alai, for a purchase price of $80 million. On September 15, 2011, the Buyer elected to
extend the closing date of its pending acquisition of Dania Jai-Alai in Dania Beach, Fla. The sale was then expected to
close on or before November 28, 2011. As permitted under the terms of the definitive sale agreement, the Buyer had
made an additional, non-refundable payment of $2 million to Boyd Gaming in exchange for the extension of the
closing date. Boyd Gaming previously received a $5 million non-refundable deposit upon execution of the definitive
agreement. The Agreement provided that the closing of the transactions contemplated by the Agreement was to occur
on or prior to November 28, 2011; however, on November 28, 2011, we announced the termination of the Agreement
after receiving notice from the Buyer that the Buyer would be unable to close on such date. Accordingly, all
non-refundable deposits made by the Buyer were forfeited at such date. We remain the owner of Dania Jai-Alai and
will continue to operate the property for the foreseeable future.

Agreement with bwin.party

On October 31, 2011, we announced that we had entered into an agreement with bwin.party digital entertainment plc,
the world's largest publicly traded online gaming company. Should Congress legalize online poker in the United
States, and subject to regulatory approvals, we would acquire a 10% stake in a new company that would offer online
poker to United States-based players under bwin.party's brands, including PartyPoker. Separately, we entered into a
15-year agreement to use bwin.party's technology platform and associated services to offer online poker to United
States players under a brand we develop, assuming Congress passes enabling legislation.

Acquisition of IP Casino Resort Spa ("IP")

On October 4, 2011, we consummated the acquisition of IP Casino Resort Spa ("IP") in Biloxi, Mississippi pursuant
to an Agreement for Purchase and Sale, under which the seller agreed to sell and transfer, and the Company agreed to
purchase and assume, certain assets and liabilities, respectively, related to the IP, on an as-is basis. The net purchase
price was approximately $280.6 million. In addition to the net purchase price, the Company intends to perform certain
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capital improvement projects with respect to the property at an estimated cost of $44 million. The financial position of
IP is presented in our consolidated balance sheets as of December 31, 2011; and its results of operations are included
in our consolidated statement of operations and cash flows for the period from October 4, 2011 through December 31,
2011.

Consolidation of Borgata

On March 24, 2010, as a result of the amendment to our operating agreement with MGM, which provided, among
other things, for the termination of MGM's participating rights in the operations of Borgata, we effectively obtained
control of Borgata. As a result, we have consolidated the financial position and results of operations of Borgata from
March 24, 2010 through December 31, 2010. Prior period amounts were not restated or recasted as a result of this
change. The financial position of Borgata is presented in our consolidated balance sheets as of December 31, 2011 and
2010; its results of operations for the full year ended December

12
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31, 2011 are included in our consolidated statement of operations and cash flows for the year ended December 31,
2011; its results of operations for the period from March 24, 2010 through December 31, 2010 are included in our
consolidated statement of operations and cash flows for the year ended December 31, 2010.

Seasonality

Our cash flows from operating activities are seasonal in nature. Operating results are usually stronger in spring and
summer, or during the second and third quarter of our calendar fiscal year, and are traditionally the peak seasons for
our business, with autumn and winter being non-peak seasons. Any excess cash flow achieved from operations during
peak seasons is used to subsidize non-peak seasons. Performance in non-peak seasons is usually dependent on
favorable weather and a long-weekend holiday calendar. In the event that we are unable to generate excess cash flows
in one or more peak seasons, we may not be able to subsidize non-peak seasons.

Competition

We face significant competition in each of the jurisdictions in which we operate. Such competition may intensify in
some of these jurisdictions if new gaming operations open in these markets or existing competitors expand their
operations. Our properties compete directly with other gaming properties in each state in which we operate, as well as
in adjacent states. We also compete for customers with other casino operators in other markets, including casinos
located on Native American reservations, and other forms of gaming, such as lotteries and internet gaming. Many of
our competitors are larger and have substantially greater name recognition and marketing and financial resources. In
some instances, particularly with Native American casinos, our competitors pay substantially lower taxes or no taxes
at all. We believe that increased legalized gaming in other states, particularly in areas close to our existing gaming
properties such as Texas, Ohio, Illinois, Indiana, Kentucky or Oklahoma and the development or expansion of Native
American gaming in or near the states in which we operate, could create additional competition for us and could
adversely affect our operations or future development projects. There is also current legislation pending in certain
states, such as Nevada, California and Iowa to legalize internet gaming in their states. Internet gaming could create
additional competition for us and could adversely affect our operations.

Government Regulation

We are subject to extensive regulation under laws, rules and supervisory procedures primarily in the jurisdictions
where our facilities are located or docked. If additional gaming regulations are adopted in a jurisdiction in which we
operate, such regulations could impose restrictions or costs that could have a significant adverse effect on us. From
time to time, various proposals have been introduced in the legislatures of some of the jurisdictions in which we have
existing or planned operations that, if enacted, could adversely affect the tax, regulatory, operational or other aspects
of the gaming industry and us. We do not know whether or not such legislation will be enacted. The federal
government has also previously considered a federal tax on casino revenues and the elimination of betting on NCAA
events and may consider such a tax or eliminations on betting in the future. In addition, gaming companies are
currently subject to significant state and local taxes and fees in addition to normal federal and state corporate income
taxes, and such taxes and fees are subject to increase at any time. Any material increase in these taxes or fees could
adversely affect us.

Some jurisdictions, including Nevada, Illinois, Indiana, Louisiana, Mississippi and New Jersey, empower their
regulators to investigate participation by licensees in gaming outside their jurisdiction and require access to periodic
reports respecting those gaming activities. Violations of laws in one jurisdiction could result in disciplinary action in
other jurisdictions.

For a more detailed description of the regulations to which we are subject, please see Exhibit 99.1, “Government
Gaming Regulations” which is electronically filed herewith.

Employees and Labor Relations

At December 31, 2011, we employed approximately 22,960 persons, of which 16,764 were employed by Boyd
Gaming Corporation and 6,196 were employed by Borgata. On such date, Boyd had collective bargaining agreements
with four unions covering 1,578 employees and Borgata had collective bargaining agreements with four unions
covering 2,398 employees. Other agreements are in various stages of negotiation. Employees covered by expired
agreements have continued to work during the negotiations, in two cases under the terms of the expired agreements.
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Corporate Information

We were incorporated in Nevada in June 1988. Our principal executive offices are currently located at 3883 Howard
Hughes Parkway, Ninth Floor, Las Vegas, NV 89169, and our main telephone number is (702) 792-7200. Our website
is www.boydgaming.com.

Available Information
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We file annual, quarterly and special reports, proxy statements and other information with the Securities and
Exchange Commission (the "SEC"). You may read and copy, at prescribed rates, any document we have filed at the
SEC's public reference room in Washington, D.C. Please call the SEC at 1-800-SEC-0330 (1-800-732-0330) for
further information on the public reference room. The SEC also maintains a website that contains reports, proxy and
information statements and other information regarding registrants that file electronically with the SEC
(http://www.sec.gov). You also may read and copy reports and other information filed by us at the office of the New
York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005.
We make our Annual Reports on Form 10-K, our Quarterly Reports on Form 10-Q, our Current Reports on Form 8-K,
and all amendments to these reports, available free of charge on our corporate website as soon as reasonably
practicable after such reports are filed with, or furnished to, the SEC. In addition, our Code of Business Conduct,
Corporate Governance Guidelines, and charters of the Audit Committee, Compensation and Stock Option Committee,
and the Corporate Governance and Nominating Committee are available on our website. We will provide reasonable
quantities of electronic or paper copies of filings free of charge upon request. In addition, we will provide a copy of
the above referenced charters to stockholders upon request.
Important Information Regarding Forward-Looking Statements
This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). Such statements contain words such as “may,” “will,” “might,” “expect,” “believe,” “anticipat
“outlook,” “could,” “would,” “estimate,” “continue,” “pursue,” “target,” “project,” “intend,” “plan,” “seek,” “estimate,” “shoul
and “continue,” or the negative thereof or comparable terminology, and may include statements regarding (all
capitalized terms have the meaning ascribed to such terms throughout this Annual Report on Form 10-K):
the factors that contribute to our ongoing success and our ability to be successful in the future;
our business model, are of focus and strategy for realizing improved results when normalized business volumes
return;
competition, including expansion of gaming into additional markets, the impact of competition on our operations, our
ability to respond to such competition, and our expectations regarding continued competition in the markets in which
we compete;
expenses;
our commitment to having a significant presence on the Las Vegas Strip;
indebtedness, including Boyd Gaming's and Borgata's ability to refinance or pay amounts outstanding under
our respective bank credit facilities and notes when they become due and our compliance with related
covenants, and our expectation that we and Borgata will need to refinance all or a portion of our respective
indebtedness at or before maturity;
our expectations with respect to Borgata, including our responsibility and control over day-to-day operations and the
managerial resources we expect to devote to effectuate the sale of the MGM Interest;
our expectation regarding the trends that will affect the gaming industry over the next few years and the impact of
these trends on merger and acquisition activity in general;
our belief that consumer confidence will strengthen as the job market recovers and expands;
our expectations with respect to the valuation of Borgata's tangible and intangible assets;
the type of covenants that will be included in any future debt instruments;
our expectations with respect to continued disruptions in the global capital markets, the effect of such disruptions on
consumer confidence and reduced levels of consumer spending and the impact of these trends on our financial results;
our ability to meet our projected operating and maintenance capital expenditures and the costs associated with our
expansion, renovations and development of new projects;
our ability to pay dividends or to pay any specific rate of dividends, and our expectations with respect to the receipt of
dividends from Borgata;
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our commitment to finding opportunities to strengthen our balance sheet and to operate more efficiently;

our intention to pursue acquisition opportunities that are a good fit for our business, deliver a solid return for

shareholders, and are available at the right price;
our intention to fund purchases made under our share repurchase program, if any, with existing cash resources and
availability under our Amended Credit Facility;
Adjusted EBITDA, Adjusted Earnings (Loss) and Adjusted Earnings Per Share and their usefulness as measures of
operating performance or valuation;
our expectations for capital improvement projects with respect to IP;
the impact of new accounting pronouncements on our consolidated financial statements;
that our Amended Credit Facility and Borgata's credit facility and our respective cash flows from operating activities
will be sufficient to meet our respective projected operating and maintenance capital expenditures for the next twelve
months;
our market risk exposure and efforts to minimize risk;
the timing of the delay of construction at Echelon, when, or if, construction will recommence, the effect that such
delay will have on our business, operations or financial condition, our expectations as to the costs associated with
wind-down procedures and delays related to the project as well as the value of capitalized costs and recurring costs we
expect to incur in the future, and our belief that financing for a development project like Echelon continues to be
unavailable;
expansion, development, investment and renovation plans, including the scope of such plans, expected costs,
financing (including sources thereof and our expectation that long-term debt will substantially increase in connection
with such projects), timing and the ability to achieve market acceptance;
our belief that, except for the Copeland matter (as discussed below), all pending claims, if adversely decided, will not
have a material adverse effect on our business, financial position or results of operations;
that margin improvements will remain a driver of profit growth for us going-forward;
our belief that the risks to our business associated with USCG inspection should not change by reason of inspection
by American Bureau of Shipping Consulting ABSC.
development opportunities in existing or new jurisdictions and our ability to successfully take advantage of such
opportunities;
regulations, including anticipated taxes, tax credits or tax refunds expected, and the ability to receive and maintain
necessary approvals for our projects;
our expectation that Congress legalizes online gaming in the United States;
our asset impairment analyses and our intangible asset and goodwill impairment tests;
the resolution of our pending litigation, including the litigation involving Treasure Chest casino;
our relationship with LVE including, without limitation, our mutual agreement to not initiate litigation, the monthly
periodic fee and our option to purchase LVE's assets;
the likelihood of interruptions to our rights in the land we lease under long-term leases for certain of our hotel and
casinos;
the outcome of various tax audits and assessments, including our appeals thereof, timing of resolution of such audits,
our estimates as to the amount of taxes that will ultimately be owed and the impact of these audits on our consolidated
financial statements;
our overall outlook, including all statements under the heading Overall Outlook in Part II, Item 7, Management's
Discussion and Analysis of Financial Condition and Results of Operations;
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our ability to receive insurance reimbursement and our estimates of self-insurance accruals and future liability;

that operating results for previous periods are not necessarily indicative of future performance;

that estimates and assumptions made in the preparation of financial statements in conformity with U.S. GAAP may
differ from actual results;

our belief that recently issued accounting pronouncements discussed in this Annual Report on Form 10-K will not
have a material impact on our financial statements.

our expectations with respect to qualification of the Echelon development project for LEED Silver Standard (or
equivalent) certification;

our estimates as to the effect of any changes in our Consolidated EBITDA on our ability to remain in compliance with
certain Amended Credit Facility covenants; and

expectations, plans, beliefs, hopes or intentions regarding the future.

Forward-looking statements involve certain risks and uncertainties, and actual results may differ materially from those
discussed in any such statement. Factors that could cause actual results to differ materially from such forward-looking
statements include:

The effects of intense competition that exists in the gaming industry.

The economic downturn and its effect on consumer spending.

The fact that our expansion, development and renovation projects (including enhancements to improve property
performance) are subject to many risks inherent in expansion, development or construction of a new or existing
project, including:

design, construction, regulatory, environmental and operating problems and lack of demand for our projects;

delays and significant cost increases, shortages of materials, shortages of skilled labor or work stoppages;

poor performance or nonperformance of any of our partners or other third parties upon whom we are relying in
connection with any of our projects;

construction scheduling, engineering, environmental, permitting, construction or geological problems, weather
interference, floods, fires or other casualty losses;

failure by us, our partners, or Borgata to obtain financing on acceptable terms, or at all; and

failure to obtain necessary government or other approvals on time, or at all.

The risk that our ongoing suspension of construction at Echelon may result in adverse effects on our business, results
of operations or financial condition or other resulting liabilities.

The risk that USCG may not continue to allow in-place underwater inspections of our riverboats.

The risk that any of our projects may not be completed, if at all, on time or within established budgets, or that any
project will result in increased earnings to us.

The risk that significant delays, cost overruns, or failures of any of our projects to achieve market acceptance could
have a material adverse effect on our business, financial condition and results of operations.

The risk that our projects may not help us compete with new or increased competition in our markets.

The risk that new gaming licenses or jurisdictions become available (or offer different gaming regulations or taxes)
that results in increased competition to us.

The risk associated with owning real property, including environmental regulation and uncertainties with respect to
environmental expenditures and liabilities;

The risk associated with challenges to legalized gaming in existing or current markets;
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The risk that the actual fair value for assets acquired and liabilities assumed from any of our acquisitions differ
materially from our preliminary estimates.
The risk that negative industry or economic trends, including the market price of our common stock trading below its
book value, reduced estimates of future cash flows, disruptions to our business, slower growth rates or lack of growth
in our business, may result in significant write-downs or impairments in future periods.
The risks associated with growth and acquisitions, including our ability to identify, acquire, develop or profitably
manage additional companies or operations or successfully integrate such companies or operations into our existing
operations without substantial costs, delays or other problems.
The risk that we may not receive gaming or other necessary licenses for new projects or that regulatory authorities
may revoke, suspend, condition or limit our gaming or other licenses, impose substantial fines and take other adverse
actions against any of our casino operations.
Our inability to select the new joint venture partner for Borgata and the possibility that a new operating agreement
will be entered into with the new venture partner, which could result in changes to Borgata's ongoing operations.
The risk that we may be unable to finance our expansion, development, investment and renovation projects, including
cost overruns on any particular project, as well as other capital expenditures through cash flow, borrowings under our
Amended Credit Facility or Borgata's bank credit facility, as amended, and additional financings, which could
jeopardize our expansion, development, investment and renovation efforts.
The risk that we or Borgata may be unable to refinance our respective outstanding indebtedness as it comes
due, or that if we or Borgata do refinance, the terms are not favorable to us or them.
Risks associated with our ability to comply with the Total Leverage, Secured Leverage and Interest Coverage ratios as
defined in our Amended Credit Facility, and the risks associated with Borgata's ability to comply with the minimum
consolidated EBITDA and minimum liquidity covenants in its bank credit facility, as amended;
The risk that we ultimately may not be successful in dismissing the action filed against Treasure Chest and may lose
our ability to operate that property, which result could adversely affect our business, financial condition and results of
operations.
The effects of the extensive governmental gaming regulation and taxation policies that we are subject to, as well as
any changes in laws and regulations, including increased taxes, which could harm our business.
The effects of extreme weather conditions or natural disasters on our facilities and the geographic areas from which
we draw our customers, and our ability to recover insurance proceeds (if any).
The risks relating to mechanical failure and regulatory compliance at any of our facilities.
The risk that the instability in the financial condition of our lenders could have a negative impact on our Amended
Credit Facility and Borgata's bank credit facility, as amended.
The effects of events adversely impacting the economy or the regions from which we draw a significant percentage of
our customers, including the effects of the current economic recession, war, terrorist or similar activity or disasters in,
at, or around our properties.
The effects of energy price increases on our cost of operations and our revenues.
Financial community and rating agency perceptions of us, and the effect of economic, credit and capital market
conditions on the economy and the gaming and hotel industry.
The effect of the expansion of legalized gaming in the mid-Atlantic region.
Borgata's expected liabilities under the multiemployer pensions in which it operates.
Additional factors that could cause actual results to differ are discussed in Part I, Item 1A, Risk Factors of this Annual
Report on Form 10-K for the year ended December 31, 2011 and in other current and periodic reports filed from time
to time with the SEC. All forward-looking statements in this document are made as of the date hereof, based on
information available to us as of the date hereof, and we assume no obligation to update any forward-looking
statement.
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ITEM 1A. Risk Factors

The material risks and uncertainties that management believes affect us are described below. This report is qualified in
its entirety

by these risk factors.

If any of the following risks actually occur, our business, financial condition and results of operations could be
materially and adversely affected. If this were to happen, the value of our securities, including our common stock,
senior notes and senior subordinated notes, as well as Borgata's senior secured notes, could decline significantly, and
investors could lose all or part of their investment. We encourage investors to also review the risks and uncertainties
relating to our business contained in Part I, Item 1, Business - Important Information Regarding Forward-Looking
Statements.

Risks Related to our Business

Our business is particularly sensitive to reductions in discretionary consumer spending as a result of downturns in the
economy.

Consumer demand for entertainment and other amenities at casino hotel properties, such as ours, are particularly
sensitive to downturns in the economy and the corresponding impact on discretionary spending on leisure activities.
Changes in discretionary consumer spending or consumer preferences brought about by factors such as perceived or
actual general economic conditions, effects of the current decline in consumer confidence in the economy, including
the current housing, employment and credit crisis, the impact of high energy and food costs, the increased cost of
travel, the potential for continued bank failures, decreased disposable consumer income and wealth, or fears of war
and future acts of terrorism could further reduce customer demand for the amenities that we offer, thus imposing
practical limits on pricing and negatively impacting our results of operations and financial condition.

For example, the year ended December 31, 2009 was one of the toughest economic periods in Las Vegas Locals
history. The current housing crisis and economic slowdown in the United States has resulted in a significant decline in
the amount of tourism and spending in Las Vegas. Similarly, weak economic conditions have also adversely affected
tourism and spending in Atlantic City, where Borgata is located. Since our business model relies on consumer
expenditures on entertainment, luxury and other discretionary items, continuation or deepening of the economic
downturn will further adversely affect our results of operations and financial condition.

Intense competition exists in the gaming industry, and we expect competition to continue to intensify.

The gaming industry is highly competitive for both customers and employees, including those at the management
level. We compete with numerous casinos and hotel casinos of varying quality and size in market areas where our
properties are located. We also compete with other non-gaming resorts and vacation destinations, and with various
other casino and other entertainment businesses, and could compete with any new forms of gaming that may be
legalized in the future. The casino entertainment business is characterized by competitors that vary considerably in
their size, quality of facilities, number of operations, brand identities, marketing and growth strategies, financial
strength and capabilities, level of amenities, management talent and geographic diversity. In most markets, we
compete directly with other casino facilities operating in the immediate and surrounding market areas. In some
markets, we face competition from nearby markets in addition to direct competition within our market areas.

In recent years, with fewer new markets opening for development, competition in existing markets has intensified. We
have invested in expanding existing facilities, developing new facilities, and acquiring established facilities in existing
markets. In addition, our competitors have also invested in expanding their existing facilities and developing new
facilities. This expansion of existing casino entertainment properties, the increase in the number of properties and the
aggressive marketing strategies of many of our competitors have increased competition in many markets in which we
compete, and this intense competition can be expected to continue. In addition, competition may intensify if our
competitors commit additional resources to aggressive pricing and promotional activities in order to attract customers.
If our competitors operate more successfully than we do, if they attract customers away from us as a result of
aggressive pricing and promotion, if they are more successful than us in attracting and retaining employees, if their
properties are enhanced or expanded, if they operate in jurisdictions that give them operating advantages due to
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differences or changes in gaming regulations or taxes, or if additional hotels and casinos are established in and around
the locations in which we conduct business, we may lose market share or the ability to attract or retain employees. In
particular, the expansion of casino gaming in or near any geographic area from which we attract or expect to attract a
significant number of our customers could have a significant adverse effect on our business, financial condition and
results of operations.

Also, our business may be adversely impacted by the additional gaming and room capacity in states which may be
competitive in the other markets where we operate or intend to operate. Several states are also considering enabling
the development and operation of casinos or casino-like operations in their jurisdictions.

For example, the expansion of casino gaming in or near the mid-Atlantic region from which Borgata attracts and
expects to attract most of its customers has had an adverse effect on its business, results of operations and financial
condition. In January 2010,
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table game legislation was signed into Pennsylvania law which allows up to 250 table games at each of the twelve
largest authorized casinos and up to 50 table games at each of the remaining two smaller authorized casinos. Table
games became operational at the existing casinos in the Philadelphia region in mid-July 2010. In addition, other states
near New Jersey, including New York and Delaware, either have or are currently contemplating gaming legislation. In
January 2010, Delaware legalized table games, which became operational in June 2010 at all three Delaware casinos.
Convenience may be a more important factor than amenities for some customers, especially mid-week and repeat
customers. These customers may prefer the convenience of a closer drive to a nearby casino rather than dealing with a
longer drive to enjoy the amenities that Borgata has to offer. Expansion of gaming facilities in Pennsylvania and other
nearby states therefore has resulted in fewer customer visits to Borgata, which has adversely impacted Borgata's
business, results of operations and financial condition.

We also compete with legalized gaming from casinos located on Native American tribal lands. Expansion of Native
American gaming in areas located near our properties, or in areas in or near those from which we draw our customers,
could have an adverse effect on our operating results. For example, increased competition from federally recognized
Native American tribes near Blue Chip and Sam's Town Shreveport has had a negative impact on our results. Native
American gaming facilities typically have a significant operating advantage over our properties due to lower gaming
taxes, allowing those facilities to market more aggressively and to expand or update their facilities at an accelerated
rate. Although we have expanded our facility at Blue Chip in an effort to be more competitive in this market,
competing Native American properties could continue to have an adverse impact on the operations of both Blue Chip
and Sam's Town Shreveport.

The global financial crisis and decline in consumer spending may have an effect on our business and financial
condition in ways that we currently cannot accurately predict.

The significant economic distress affecting financial institutions has had, and may continue to have, far-reaching
adverse consequences across many industries, including the gaming industry. Volatility in the financial markets and
the weakened global economy, together with the recent downgrade of the United States credit rating and ongoing
European debt crisis, have contributed to the current uncertain economic climate. The ongoing credit and liquidity
crisis has greatly restricted the availability of capital and has caused the cost of capital (if available) to be much higher
than it has traditionally been. Therefore, we have no assurance that we will have further access to credit or capital
markets at desirable times or at rates that we would consider acceptable, and the lack of such funding could have a
material adverse effect on our business, results of operations and financial condition, including our ability to refinance
our or Borgata's indebtedness, our flexibility to react to changing economic and business conditions and our ability or
willingness to fund new development projects.

We are not able to predict the duration or severity of economic downturns or the resulting impact on the solvency or
liquidity of our lenders. If a large percentage of our lenders were to file for bankruptcy or otherwise default on their
obligations to us, we may not have the liquidity under our Amendment and Restatement Agreement, our First
Amended and Restated Credit Agreement, dated as of May 24, 2007, as amended by the First Amendment and
Consent to First Amended Credit Agreement, dated as of December 21, 2009 (as amended, the “Amended Credit
Facility”) to fund our current projects. There is no certainty that our lenders will continue to remain solvent or fund
their respective obligations under our Amended Credit Facility. If we were otherwise required to renegotiate or
replace our Amended Credit Facility, there is no assurance that we would be able to secure terms that are as favorable
to us, if at all.

We may incur impairments to goodwill, indefinite-lived intangible assets, or long-lived assets.

In accordance with the authoritative accounting guidance for goodwill and other intangible assets, we test our
goodwill and indefinite-lived intangible assets for impairment annually or if a triggering event occurs. We perform the
annual impairment testing for goodwill and indefinite-lived intangible assets in the second quarter of each fiscal year.
The results of our annual scheduled impairment test of goodwill and indefinite-lived intangible assets did not require
us to record an impairment charge during the year ended December 31, 2011. However, as discussed below, if our
estimates of projected cash flows related to these assets are not achieved, we may be subject to a future impairment
charge, which could have a material adverse impact on our consolidated financial statements. In addition to our annual

31



Edgar Filing: BOYD GAMING CORP - Form 10-K

scheduled impairment test, in accordance with the provisions of the authoritative guidance for the impairment or
disposal of long-lived assets, we test certain long-lived assets for impairment if a triggering event occurs. During the
first quarter of 2011, we performed an interim impairment test of the trademark in connection with the valuation of
Borgata, due to our consideration of a change in facts and circumstances surrounding an adverse change in the
business climate in the Atlantic City region. As a result, we recorded an impairment charge of $5.0 million to the
trademark.

We are entirely dependent upon our properties for future cash flows and our continued success depends on our ability
to draw customers to our properties. Significant negative industry or economic trends, reduced estimates of future
cash flows, disruptions to our business, slower growth rates or lack of growth in our business have resulted in
significant write-downs and impairment charges during the years ended December 31, 2009 and 2008. If one or more
of such negative events were to recur, additional impairment charges may be required in future periods. If we are
required to record additional impairment charges, this could have a material adverse impact on our consolidated
financial statements.
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In August 2008, due to the difficult environment in the capital markets, as well as weak economic conditions, we
announced the delay of our multibillion dollar Echelon development project on the Las Vegas Strip. At that time, we
did not anticipate the long-term effects of the current economic downturn, evidenced by lower occupancy rates,
declining room rates and reduced consumer spending across the country, but particularly in the Las Vegas
geographical area; nor did we predict that the incremental supply becoming available on the Las Vegas Strip would
face such depressed demand levels, thereby elongating the time for absorption of this additional supply into the
market. As we do not believe that a significant level of economic recovery has occurred along the Las Vegas Strip, or
that financing for a development project like Echelon is currently available on terms satisfactory to us, we do not
expect to resume construction of Echelon for three to five years.

The change in circumstances implies that the carrying amounts of the assets related to Echelon may not be
recoverable; therefore, we performed an impairment test of these assets during the years ended December 31, 2011,
2010, and 2009. We initially performed this evaluation during the year ended December 31, 2009, when the continued
suspension was announced and have reconsidered our assumptions on a regular basis since such date. However, due to
the degradation in economic conditions in the intervening period since, we have performed these analyses during the
year ended December 31, 2011 to evaluate any further depression in real estate or land values as well as any
deterioration in our initial cash flow assumptions. The outcome of this evaluation did not result in an impairment of
Echelon's assets, as the estimated weighted net undiscounted cash flows from the project exceed the current carrying
value of the assets of approximately $1.1 billion at both December 31, 2011 and 2010. As we further develop and
explore the viability of alternatives for the project, we will continue to monitor these assets for recoverability. If we
are subject to a non-cash write-down of these assets, it could have a material adverse impact on our consolidated
financial statements.

Due to the circumstances regarding the final development plan of Echelon, we reviewed our former investment in
Morgans/LV Investment LLC ("Morgans"), a joint venture with Morgans Hotel Group Co., for impairment during the
year ended December 31, 2009. Considering the subsequent mutual termination of this joint venture, certain of our
contributions, primarily related to the architectural and design plans, were ultimately not realizable and, as a result, we
recorded an other-than-temporary non cash impairment charge of $13.5 million during the year ended December 31,
20009 related to such costs.

In addition, during the year ended December 31, 2009, in conjunction with an amendment to the Dania Jai-Alai
purchase agreement to settle the contingent payment prior to the satisfaction of the legal conditions, we recorded the
remaining $28.4 million of the $75 million contingent liability as an additional cost of the acquisition (by increasing
goodwill). We tested the goodwill for recoverability, which resulted in a noncash impairment charge of $28.4 million
during the year ended December 31, 2009.

Our partner in the Holding Company, the limited liability company that owns and operates Borgata Hotel Casino and
Spa in Atlantic City, New Jersey, has divested its 50% interest and we do not have the ability to select the new
partner.

We own a 50% controlling interest in the limited liability company that operates Borgata. MGM currently beneficially
owns the other 50% interest. As a result of the New Jersey Department of Gaming Enforcement's (the "NJDGE")
investigation of MGM's relationship with its joint venture partner in Macau, MGM entered into a settlement
agreement with the NJDGE and the New Jersey Casino Control Commission (the "NJCCC") under which MGM
placed its 50% ownership interest in Borgata (the "MGM Interest") into a divestiture trust (the "Divestiture Trust"),
which was established for the purpose of selling the MGM Interest to a third party.

We are the managing member of the limited liability company that operates Borgata, and have been, and will continue
to be responsible for the day-to-day operations of Borgata, including the operations and improvement of the facility
and business. Additionally, we hold a right of first refusal on any sale of the MGM Interest in Borgata. However, we
believe we will expend managerial resources to effectuate the eventual sale of the MGM Interest from the Divestiture
Trust to a new partner, regardless of whether we exercise our right of first refusal. Other than exercising our right of
first refusal, we generally do not have the ability to affect the selection of the potential new partner at Borgata.
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While we believe we will retain direct control of the operations of Borgata, based on our current operating agreement,
a new partner may want to negotiate greater rights or different terms. If we agree to consider changes to the operating
agreement, these negotiations may decrease our ability to directly control the facility and effectively manage our
financial risk. Any new partner could have economic or business interests or goals that are inconsistent with our
economic or business interests or goals. The ongoing operation of the facility could change if we agree to negotiate
agreements with a new partner that contain terms that differ from our existing operating agreement.

In addition, Borgata's bank credit facility, as amended, matures in August 2014. At the time of maturity, if Borgata is
unable to refinance its bank credit facility on favorable terms, additional credit support and/or capital contributions in
the form of equity may be necessary to fund the ongoing operations of Borgata. This additional credit and/or equity
may need to be contributed by us or a new partner, if any, or from both. If we are unable to obtain adequate financing
in a timely manner, or at all, we may be
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unable to meet the operating cash flow needs of Borgata, and our investment would be at risk. Moreover, if any new
partner does not have the financial resources to meet its share of the obligations, or subsequently declares bankruptcy,
we could be required to fund more than our 50% share.

We face risks associated with growth and acquisitions.

As part of our business strategy, we regularly evaluate opportunities for growth through development of gaming
operations in existing or new markets, through acquiring other gaming entertainment facilities or through
redeveloping our existing gaming facilities. For example, in October 2011, we consummated the acquisition of the IP.
In February 2007, we completed the Barbary Coast exchange transaction. In January 2009, we completed the hotel
construction project at Blue Chip. We may also pursue expansion opportunities, including joint ventures, in
jurisdictions where casino gaming is not currently permitted in order to be prepared to develop projects upon approval
of casino gaming. The expansion of our operations, whether through acquisitions, development or internal growth,
could divert management's attention and could also cause us to incur substantial costs, including legal, professional
and consulting fees. There can be no assurance that we will be able to identify, acquire, develop or profitably manage
additional companies or operations or successfully integrate such companies or operations into our existing operations
without substantial costs, delays or other problems. Additionally, there can be no assurance that we will receive
gaming or other necessary licenses or approvals for our new projects or that gaming will be approved in jurisdictions
where it is not currently approved.

Ballot measures or other voter-approved initiatives to allow gaming in jurisdictions where gaming, or certain types of
gaming (such as slots), was not previously permitted could be challenged, and, if such challenges are successful, these
ballot measures or initiatives could be invalidated. Furthermore, there can be no assurance that there will not be
similar or other challenges to legalized gaming in existing or current markets in which we may operate or have
development plans, and successful challenges to legalized gaming could require us to abandon or substantially curtail
our operations or development plans in those locations, which could have a material adverse effect on our financial
condition and results of operations.

In August 2008, due to the difficult environment in the capital markets, as well as weak economic conditions, we
announced the delay of our multibillion dollar Echelon development project on the Las Vegas Strip. At that time, we
did not anticipate the long-term effects of the current economic downturn, evidenced by lower occupancy rates,
declining room rates and reduced consumer spending across the country, but particularly in the Las Vegas
geographical area; nor did we predict that the incremental supply becoming available on the Las Vegas Strip would
face such depressed demand levels, thereby elongating the time for absorption of this additional supply into the
market. As we do not believe that a significant level of economic recovery has occurred along the Las Vegas Strip, or
that financing for a development project like Echelon is currently available on terms satisfactory to us, we do not
expect to resume construction of Echelon for three to five years.

We can provide no assurances as to when, or if, construction will resume on Echelon, or if we will be able to obtain
alternative sources of financing for the project. We can provide no assurances regarding the timing or effects of our
delay of construction at Echelon and when, or if, construction will recommence, or the effect that such delay will have
on our business, operations or financial condition. In addition, our agreements or arrangements with third parties could
require additional fees or terms in connection with modifying their agreements that may be unfavorable to us, and we
can provide no assurances that we will be able to reach agreement on any modified terms.

There can be no assurance that we will not face similar challenges and difficulties with respect to new development
projects or expansion efforts that we may undertake, which could result in significant sunk costs that we may not be
able to fully recoup or that otherwise have a material adverse effect on our financial condition and results of
operations.

Our expansion and development of Echelon Resorts may face significant risks inherent in construction projects.

We regularly evaluate expansion, development, investment and renovation opportunities. On January 4, 2006, we
announced our planned Las Vegas Strip development, Echelon, which represents the largest and most expensive
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development project we have undertaken to date.

This project and any other development projects we may undertake will be subject to the many risks inherent in the
expansion or renovation of an existing enterprise or construction of a new enterprise, including unanticipated design,
construction, regulatory, environmental and operating problems and lack of demand for our projects. Our current and
future projects could also experience:

delays and significant cost increases;

shortages of materials;

shortages of skilled labor or work stoppages;

poor performance or nonperformance by any of our joint venture partners or other third parties on whom we place
reliance;

unforeseen construction scheduling, engineering, environmental, permitting, construction or geological problems;
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and
weather interference, floods, fires or other casualty losses.

The completion dates of any of our projects could differ significantly from expectations for construction-related or
other reasons.

In addition, actual costs and construction periods for any of our projects can differ significantly from initial
expectations. Our initial project costs and construction periods are based upon budgets, conceptual design documents
and construction schedule estimates prepared at inception of the project in consultation with architects and
contractors. Many of these costs can increase over time as the project is built to completion. We have incurred
significant incremental costs in connection with delaying construction of Echelon and anticipate that additional cost
increases could continue to occur if and when we recommence development of Echelon.

Additional costs upon restarting construction of Echelon could include, without limitation, costs associated with
remobilization, changes in design, increases in material, labor, or insurance costs, construction code changes during
the delay period, corrosive damage risk, damage to uncompleted structures, etc. The cost of any project may vary
significantly from initial budget expectations and we may have a limited amount of capital resources to fund cost
overruns. If we cannot finance cost overruns on a timely basis, the completion of one or more projects may be delayed
until adequate funding is available. We can provide no assurance that any project will be completed on time, if at all,
or within established budgets, or that any project will result in increased earnings to us. Significant delays, cost
overruns, or failures of our projects to achieve market acceptance could have a material adverse effect on our business,
financial condition and results of operations.

Our expansion, development, investment and renovation projects may face significant risks inherent in construction
projects or implementing a new marketing strategy, including receipt of necessary government approvals.

Certain permits, licenses and approvals necessary for some of our current or anticipated projects have not yet been
obtained. The scope of the approvals required for expansion, development, investment or renovation projects can be
extensive and may include gaming approvals, state and local land-use permits and building and zoning permits.
Unexpected changes or concessions required by local, state or federal regulatory authorities could involve significant
additional costs and delay the scheduled openings of the facilities. We may not obtain the necessary permits, licenses
and approvals within the anticipated time frames, or at all.

In addition, although we design our projects to minimize disruption of our existing business operations, expansion and
renovation projects require, from time to time, all or portions of affected existing operations to be closed or disrupted.

For example, to make way for the development of Echelon, we closed Stardust in November 2006 and demolished the
property in March 2007. Any significant disruption in operations of a property could have a significant adverse effect

on our business, financial condition and results of operations.

LVE is a joint venture between Marina Energy LL.C and DCO ECH Energy, LLC. Through our wholly-owned
subsidiary, Echelon Resorts, we have entered into an ESA with LVE, to design, build, own (other than the underlying
real property which is leased from Echelon Resorts) and operate a central energy center and related distribution
system for our planned Echelon resort development. Pursuant to the ESA, LVE will provide chilled and hot water,
electricity and emergency electricity generation to Echelon and potentially other joint venture entities associated with
the Echelon development project or other third parties. However, since we are obligated to purchase substantially all
of the output of the central energy center, we are the primary beneficiary under the terms of the ESA.
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