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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 205438-3010

DIVISION OF
CORPORATION FINANCE

L Received SEC

T

Washington, DC 20549 l

John A. Godfrey

Executive Vice President, General
Counsel and Secretary Act: l q b Ll'
Pinnacle Entertainment, Inc. ' Section:

- 3800 Howard Hughes Parkway Rule:. J4aq-€
Las Vegas, NV 89169 ‘ Public

Availability: 3-17-09

Re:  Pinnacle Entertainment, Inc.
Incoming letter dated February 25, 2009

Dear Mr. Godfrey:

This is in response to your letter dated February 25, 2009 concerning the
shareholder proposal submitted to Pinnacle by the Laborers’® District Council and
Contractors’ Pension Fund of Ohio. Our response is attached to the enclosed photocopy
of your correspondence. By doing this, we avoid having to recite or summarize the facts
set forth in the correspondence. Copies of all of the correspondence also will be provided
to-the proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder

proposals.
Sincerely,
Heather L. Maples
Senior Special Counsel
Enclosi_lres

©ocer Kenny Holland
' Trustee
Laborers’ District Councll and
Contractors’ Pension Fund of Ohio
77 Dorchester Square '
Westerville, OH 43081-3351



: - DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to

- matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the tule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to '
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative. -

A . Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
* the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff's informal '
procedures and proxy review into a formal or adversary procedure. '

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whethier a company is obligated
-to include shareholder proposals in its proxy materials. Accordingly- a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have against
the company in court, should the management omit the proposal from the company’s proxy
material. ' '



March 17, 2009

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Pinnacle Entertainment, Inc.
Incoming letter dated February 25, 2009

The proposal relates to succession planning.

- There appears to be some basis for your view that Pinnacle may exclude the
proposal under rule 14a-8(e)(2) because Pinnacle received it after the deadline for
submitting proposals. We note in particular your representation that Pinnacle received -
the submission after this deadline. Accordingly, we will not recommend enforcement
action to the Commission if Pinnacle omits the proposal from its proxy materials in
reliance on rule 14a-8(e)(2). In reaching this position, we have not found it necessary to
address the alternative basis for omission upon with Pinnacle relies.

We note that Pinnacle did not file its statement of objections to including the
proposal in its proxy materials at least 80 calendar days before the date on which it will
file definitive proxy materials as required by rule 14a-8(j)(1). Noting the circumstances
of the delay, we grant Pinnacle’s request that the 80-day requirement be waived.

7

Sincerely,

Julie F. Bell
Attorney-Adviser
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ENTERTAINMENY

VIA ELECTRONIC MAIL
(shareholderproposals@sec.gov)
AND FEDERAL EXPRESS

February 25, 2009

U.S. Securities and Exchange Commission
Office of Chief Counsel

Division of Corporation Finance

100 I Street, N.E.

Washington, D.C. 20549

Re:  Pinnacle Entertainment, Inc.
Securities Exchange Act of 1934 — Rule 14a-8
Stockholder Proposal Submitted by the Laborers’ District Council and Contractors’
Pension Fund of Ohio

Ladies and Gentlemen:

Pinnacle Entertainment, Inc., a Delaware corporation (“Pinnacle” or the “Company”), is
filing this letter to notify the U.S. Securities and Exchange Commission (the “Commission”) that
Pinnacle intends to exclude from its proxy statement and form of proxy for its 2009 annual
meeting of stockholders (collectively, the “2009 Proxy Materials”) a stockholder proposal and
supporting statement (together, the “Proposal”) received on February 16, 2009 from the
Laborers’ District Council and Contractors’ Pension Fund of Ohio (the “Proponent”), for the
reasons set forth below. A copy of the Proposal is attached hereto as Exhibit A.

Pinnacle hereby respectfully requests that the Staff of the Commission’s Division of
Corporation Finance (the “Staff”) confirm that it will not recommend any enforcement action
against Pinnacle if it omits the Proposal from the 2009 Proxy Materials. In accordance with Rule
14a-8(j), under the Securities Exchange Act of 1934, as amended, enclosed are six copies of this
letter and its attachments. As notice of Pinnacle’s intention to exclude the Proposal from the
2009 Proxy Materials, a copy of this letter and its attachment is also being mailed to the
Proponent and in accordance with the Proponent’s request to Jennifer O’Dell of the Laborer’s
International Union of North America Corporate Governance Project and to Kenny Holland of
the Laborers’ District Council and Contractors’ Pension FFund of Ohio.

Pinnacle intends to file its definitive 2009 Proxy Materials with the Commission on or
about March 24, 2009. As a result of the Proposal being sent to Pinnacle on February 16, 2009,
this letter is being filed with the Commission later than eighty (80) calendar days before Pinnacle
intends to file its 2009 Proxy Materials with the Commission. Pursuant to Rule 14a-8(j), good
cause exists for Pinnacle filing this letter later than the eighty (80) calendar days before Pinnacle
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Securities and Exchange Commission
February 25, 2009

files its 2009 Proxy Materials with the Commission because Pinnacle did not receive the
Proposal until after the 80-day deadline had passed. As the Staff stated regarding Rule 14a-8(j)
in Section D of Staff Legal Bulletin No. 14B (CF) (Sept. 15, 2004), “[t]he most common basis
for the company's showing of good cause is that the proposal was not submitted timely and the
company did not receive the proposal until after the 80-day deadline had passed.”

BASES FOR EXCLUSION

Pinnacle believes that the Proposal may be excluded from the 2009 Proxy Materials in
reliance on: (1) Rule 14a-8(¢)(2) because Pinnacle received the Proposal at ils principal
executive offices on February 16, 2009, which was after the properly determined deadline of
December 17, 2008 for receipt of stockholder proposals as set forth in Pinnacle’s proxy
statement for the prior year; and (2) Rule 14a-8(i)(7) because the Proposal deals with a matter
relating to Pinnacle’s ordinary business operations.

THE PROPOSAL

The proposal requests that Pinnacle adopt and disclose a CEO succession planning
policy. Specifically, the Proposal states:

“Resolved: That the sharcholders of Pinnacle Entertainment, Inc. (“Company”) hereby request
that the Board of Directors initiate the appropriate process to amend the Company’s Corporate
Governance Guidelines (“Guidelines”) to adopt and disclose a written and detailed succession
planning policy, including the following specific features:

* The Board of Directors will review the plan annually;

* The Board will develop criteria for the CEO position which will reflect the
Company’s business strategy and will use a formal assessment process to evaluate
candidates;

* The Board will indentify and develop internal candidates;

* The Board will begin non-emergency CEO succession planning at least 3 years before
an expected transition and will maintain an emergency succession plan that is
reviewed annually;

* The Board will annually produce a report on its succession plan to shareholders.”

DISCUSSION

1. The Proposal may be excluded under Rule 14a-8(¢)(2) because the Proposal
was not received by Pinnacle at its Principal Executive Offices Prior to the
Deadline.

Rule 14a-8(e)(2) provides that a stockholder proposal submitted in connection
with a regularly-scheduled annual meeting “must be received at the company’s principal
executive offices not less than 120 calendar days before the date of the company’s proxy
statement released to shareholders in connection with the previous year’s annual
meeting.” Pinnacle’s proxy statement released to stockholders in connection with its
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2008 annual meeting (the “2008 Proxy Statement”) was dated April 16, 2008. In
accordance with Rule 14a-5(e), Pinnacle disclosed in the 2008 Proxy Statement the
deadline for receipt of stockholder proposals for its 2009 annual meeting. Specifically,
page 62 of Pinnacle’s 2008 Proxy Statement (a copy of which is attached hereto as
Exhibit B) states the following in the second paragraph under the heading
“STOCKHOLDER PROPOSALS FOR THE NEXT ANNUAL MEETING™:

In order to be eligible for inclusion in the Company’s proxy statement and proxy
card for the next annual meeting pursuant to Rule 14a-8 under the Exchange Act,
stockholder proposals would have to be received by the Secretary of the Company
no later than December 17, 2008 if the next annual meeting were held on or near
May 20, 2009. In the event that the Company elects to hold its next annual
meeting more than 30 days before or after the anniversary of this Annual Meeting,
such stockholder proposals would have to be received by the Company a
reasonable time before the Company begins to print and send its proxy materials.
Stockholder nominations of directors are not stockholder proposals within the
meaning of Rule 14a-8 and are not eligible for inclusion in the Company’s proxy
statement.

Rule 14a-8(e)(2) provides that the calendar day advance receipt requirement does not
apply if the current annual meeting has been changed by more than 30 days from the date of the
prior year’s meeting. Pinnacle’s 2008 annual meeting of stockholders was held on May 20,
2008. Pinnacle’s 2009 annual meeting is scheduled to be held on May $, 2009. Accordingly, the
date of the 2009 annual meeting has not been moved by more than 30 days from the date of the
2008 annual meeting, and thus, the proper deadline for stockholder proposals was December 17,
2008, as disclosed in Pinnacle’s 2008 Proxy Statement.

The Staff has strictly construed the Rule 14a-8(e) deadline and consistently concurred
with the exclusion of stockholder proposals pursuant to Rule 14a-8(¢)(2) on the basis that such
proposals were not timely submitted, even if these proposals were received only a few days after
the deadline. See, e.g., Alcoa Inc. (available Feb. 3, 2009), City National Corp. (avail. Jan. 17,
2008) and Tootsie Roll Industries, Inc. (avail. Jan. 14, 2008). In support of the Staff’s
interpretation in the no-action letters listed above, the Staff has stated that shareholders should
submit a proposal “well in advance of the deadline . . . . Division of Corporation Finance, Staff
Legal Bulletin No. 14 (July 13, 2001).

The Proponent submitted its Proposal sixty-one (61) calendar days after the deadline of
December 17, 2008. Because the failure to timely submit a stockholder proposal is a deficiency
that cannot be remedied, Pinnacle has not provided the Proponent with the 14-day notice and
opportunity to cure under Rule 14a-8(f)(1). As stated in Rule 14a-8(f)(1), “A company need not
provide [the proponent with] such notice of a deficiency if the deficiency cannot be remedied,
such as if you fail to submit a proposal by the company’s properly determined deadline.”
Therefore, Pinnacle is not required to send a notice of deficiency to the Proponent under Rule
14a-8(f)(1) for the Proposal to be excluded under Rule 14a-8(e)(2).
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2. The Proposal may be excluded under Rule 14a-8(i)(7) because the Proposal
relates to Pinnacle’s ordinary business operations.

Rule 14a-8(i)(7) permits a company to cxclude a stockholder proposal from its proxy
mategials "if the proposal deals with a matter relating to the company's ordinary business
operations.” For the reasons discussed below, the Proposal is excludable from the 2009 Proxy
Materials under Rule 14a-8(i)(7) because it deals with matters relating to Pinnacle’s ordinary
business operations; specifically, the management of the Pinnacle’s CEO succession policies and
practices.

The Proposal is nearly identical to the proposals submitted in the following no-action
letters from the Staff: American Capital, Ltd. (avail. Feb. 5, 2009), Citigroup Inc. (avail. Feb. 3,
2009) and Whole Foods Market (avail. Nov. 25, 2008). In addition, the Proposal is substantially
similar to other proposals with respect to CEO succession plans, which were also subject to no-
action letters from the Staff: Merrill Lynch (avail. Feb. 12, 2008), Bank of America Corp. (avail.
Jan. 4, 2008) and Toll Brothers, Inc. (avail. Jan. 2, 2008). In each of the above-referenced no-
action letters, the Staff has confirmed that the respective submitting companies may exclude
stockholder proposals regarding CEO succession plans from their annual meeting proxy
materials pursuant to Rule 14a-8(i)(7) because the proposals relate to such company’s ordinary
business operations.

The policy rationale for the ordinary business exclusion was clarified by the Commission
in Exchange Act Release No. 34-40018 (May 21, 1998) (the "1998 Release"). In the 1998
Release, the Commission summarized the principal considerations in the application of the
ordinary business exclusion and observed that the general underlying policy of the ordinary
business exclusion is consistent with the policy of most state corporate laws: "to confine the
resolution of ordinary business problems to management and the board of directors, since it is
impracticable for shareholders to decide how to solve such problems at an annual shareholders
meeting." In the 1998 Release, the Commission stated that one of the two central
considerations underlying the ordinary business exclusion is that "[c]ertain tasks are so
fundamental to management's ability to run a company on a day-to-day basis that they could not,
as a practical matter, be subject to direct shareholder oversight." The Commission provided
examples such as the "management of the workforce, such as the hiring, promotion, and
termination of employees . . . ." The second consideration underlying the policy of the ordinary
business exception is the "degree to which the proposal seeks to 'micro-manage' the company by
probing too deeply into matters of a complex nature upon which shareholders, as a group, would
not be in a position to make an informed judgment." .

Based upon the application of the foregoing policies, the Proposal clearly falls within the
ordinary business exclusion. CEO succession planning necessarily involves the management of
the Company's workforce and decisions regarding the hiring, promotion and termination
decisions by the Company's board of directors. Succession planning is essentially a plan
regarding the promotion of employees and the placement of employees within Pinnacle’s
management structure. Further, by specifying that Pinnacle’s Board produce an annual report on
its succession plan, the Proposal requests detailed information regarding features of the
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proposed succession planning and policy, which is a complex matter that stockholders cannot
effectively supervise.

It is important to note that planning for and monitoring an executive succession plan,
including CEO succession, is an identified function of Pinnacle’s Corporate Governance
Guidelines adopted by Pinnacle’s Board of Directors (the “Guidelines”) that are publicly
available on Pinnacle’s corporate website. The Guidelines provide that the Board’s
responsibilities include: (1) the selection and evaluation of senior management and planning for
management succession; (2) reviewing the performance of the CEO periodically, taking into
account, among other things, the CEQO’s individual performance and the performance of the
Company in meeting its business goals; and (3) reviewing annually with the CEO short-term and
long-term management succession plans, including plans for interim succession in the event of
an unexpected occurrence. Accordingly, CEQ succession planning is not an area in which the
Proponent is attempting to fill an existing void in corporate governance and business operations.
On the contrary, the Proponent would be actively interfering with ordinary business operations.

CONCLUSION

Based on the foregoing, Pinnacle hereby respectfully requests the Staff’s concurrence that
it will not recommend any enforcement action against Pinnacle if it omits the Proposal from its
2009 Proxy Materials pursuant to (1) Rule 14a-8(e)(2) because the Proponent has submitted the
Proposal afier the deadline for stockholder proposals and/or (2) Rule 14a-8(i)(7) because the
Proposal deals with a matter that relates to Pinnacle’s ordinary business operations.

Please direct any questions or comments regarding this request to the undersigned at
Pinnacle Entertainment, Inc. 3800 Howard Hughes Parkway, Las Vegas, NV 89169 (telephone:
702-784-7777, facsimile: 702-784-7773).

Sincerely,

2, Y/ oW

ghn A. Godfrey, .
xecutive Vice President, General
Counsel and Secretary
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cc: Mr. Kenny Holland
Trustee
Laborers’ District Council and Contractors® Pension Fund of Ohio
77 Dorchester Square
Westerville, Ohio 43081-3351

Ms. Jennifer O'Dell

Assistant Director -

LIUNA Department of Corporate Affairs
905 16th Street, NW

Washington, DC 20006
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Sent Via Fax 702-784.-7778
February 16, 2009

Mr. John Godfrey

EVP, General Counsel and Corporate Secretary
Pinnacie Entertainment, (nc.

3800 Howard Hughes Patkway

Las Vegas, NV 89169

Dear Mr. Godfrey,

On behalf of the Laborers’ District Council and Contractors' Pension Fund of
Ohio (“Fund”), I hereby submit the enclosed shareholder proposal (“Proposal™) for
inclusion in the Pinnac)e Entertainment, Inc. (“Company”) proxy statement to be
circulated to Company shareholders in conjunction with the next annual meeting of
shareholders. The Proposal is submitted undex Rule 14(2)-8 (Proposals of Security
Holders) of the U.S. Securitics and Exchange Coramission’s proxy regulations.

The Fund is the beneficial owner of approximately 1,020 shazes of the Company’s
common stock, which have been held continuously for more than a year prior to this date
of submission. The Proposal is submitted in order to promote a govemance system at the
Company that enables the Board and senior management to manage the Company for the
Jong-term. Maximizing the Company's wealth generating capacity over the long-term
will best serve the interests of the Company shareholders and other important constituents
of the Company.

The Fund intends to hold the shares through the date of the Company’s next
annual meeting of shareholders. The record holder of the stock will provide the
appropriate verification of the Fund’s beneficial ownership by separate letter. Either the
undersigned or a designated representative will present the Proposal for consideration at
the annual meeting of shareholders.

If you have any questions or wish to discuss the Proposal, please contact Ms.
Jennifer O'Dell, Assistant Director of the LIUNA Department of Corporate Affairs at
(202) 942-2359. Copies of correspondence or a request for a “nc-action” letter should be
forwarded to Ms. O'Dell in care of the Laborers' International Ugnion of North America
Corporate Govemance Project, 905 16 Street, NW, Washington, DC 20006,
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Sincerely,
Kenny Ho;iand

Trustee, Laborers’ District Council and Contractors’ Pension Fund of Ohio

Cc¢. Jennifer ODell
Enclosute
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Resolved: That the shareholders of Pinnacle Entertainment, Inc. (“Company”)
hereby request that the Board of Directors initiate the appropriate process to
amend the Company's Corporate Governance Guidelines (“Guidelines”) to adopt
and disclose a wrtten and detailed succession planning policy, including the
following specific features:

¢ The Board of Directors will review the plan annually;

¢ The Board will develop criteria for the CEO position which will reflect the
Company’s business strategy and will use a formal assessment process to
evaluate candidates;

The Board will identify and develop internal candidates;

* The Board will begin non-emergency CEQ succession planning at least 3
years before an expected transiton and will maintain an emergency
succession plan that is reviewed annually;

e The Board will annually produce a report on its succession plan to
shareholders.

Supporting Statement:

CEQ succession is one of the primary responsibilitles of the board of
directors. A recent study published by the NACD quoted a director of a large
technotogy fim: “A board’s biggest responsibility is succession planning. ¥'s the .
one area where the boavd is completely accountable, and the choice has
significant consequences, good and bad, for the corporation’s future.” (The Aole
of the Board in CEQ Succession: A Best Practices Study, 2006). The study also
cited rasearch by Challenger, Gray & Christmas that “CEQ departures doubled in
2008, with 1228 departures recorded from the beginning of 2005 through
November, up 102 percent from the same period in 2004."

In its 2007 study What Makes the Most Admired Companies Greal: Board
Governance and Effective Human Capital Management, Hay Group found that
85% of the Most Admired Company boards have a well defined CEO succession
plan to prepare for replacement of the CEO on a long-term basis and that 91%
have a well defined plan to cover the emergency loss of the CEO that is
discussed at least annually by the board.

The NACD report identified several best practices and innovations in CEQ
succession planning. The report found that boards of companies with successful
CEO transitions are more likely to have well-developed succession plans that are
put in place well before a transition, are focused on developing imernal
candidates and include clear candidate criteria and a formal assessment
process. Qur proposai is intended to have the board adopt a written policy
containing several specific best practices in order to ensure a smooth transition
in the e;/ent of the CEQ's departure. We urge shareholders to vote FOR our
proposal.
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PINNACLE

ENTERTAINMENT
PINNACLE ENTERTAINMENT, INC.
3800 HOWARD HUGHES PARKWAY
LAS YEGAS, NV 89169

April 16, 2008

Dear Feliow Stockholder:

You are cordially invited to attend the Annual Mesting of Stockholders of Pinnacte Entertainment, Ine. (referred to as the “Company™), to be held at
the Four Scasons Hotel at 3960 Las Vegas Boulevard Sonth, Las Vegas, Nevada 89119 on Tuesday, May 20, 2008, at 10:00 a.m. local lime.

At the annual meeting, you will be asked 1o consider and vole upon the following matters:

first, a proposal to elect nine directors to serve for the coming year on the Company’s Board of Directors;

second, a proposal to approve an amendment to the Company's 2005 Equity and Performance Incentive Plan, as amended (the “2005 Plan”) to
increase by 1,750,000 the maximum number of shares of the Company’s Common Stock that may be issued or subject to awards under the 2005
Plan, 10 increase the maximurm number of awards under the 2005 Plan that may be issued as incentive stock options from 3,000,000 Lo 4,750,000
shares and (o make other technical amendments to the 2005 Plan, including removal of the changes (o the 2005 Plan made by a prior amendment
which changes never became operative;

third, a proposel 10 re-approve the “performance—based” compensation provisions of the 2005 Plan to comply with the requirements of
Section 162(m) of Lhe Intemal Revenue Code of 1986, as amended;

fourth, a proposal to approve an amendment to the Company’s Amended and Restated Directors Defeired Compeunsation Plan (the “Directors
Plan") to increase by 50,000 the maximum number of shares of the Company’s Common Stock that may be issued or subject to awards under the
Directors Plan and (o make other technical amendments;

fiflh, a proposal to ratify the appointment of Deloitte & Touche LLP as the Company’s independent auditors for the 2008 (iscal year; and

such other business as may properly come before the Annual Meeting or before any adjournments or postponements thercof,

Accompanying this lelter is the formal Notice of Annual Mceting, Proxy Statement and Proxy Card relating to the annual meeting. The Proxy
Statement contains important information concerning the directors to be elected at the annual meeting, the proposcd amendment to the 2005 Plan, the
proposed re—approval of the “perfonnance—based” compensation provisions of the 2005 Plan, the proposed amendment to the Direclors Plan and the
ralification of auditors, all of which we would like you to approve.

Your vote is very imporiant regardless of how many shares you own. We hope you can atiend the annual mecting in person. However, whether or not
you plan to attend the annual meeling, please complete, sign, date and return the Proxy Card in the enclosed envelope or submit your proxy via telephone or
the internet as provided for in the Proxy Card. If you atlend the annual meeling, you may vote in person if you wish, even though you may have previously
returned your Proxy Card.

Sincerely,

Danicl R, Lee
Chairman of the Board of Directors
and Chief Executive Officer



PINNACLE ENTERTAINMENT, INC,
3800 HOWARD HUGHES PARKWAY
LAS VEGAS, NEVADA 89169

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 20, 2008

TO THE STOCKHOLDERS OF PINNACLE ENTERTAINMENT, INC.:

NOTICE IS HEREBY GIVEN that an Annual Meeting of Stockholders of Pinnacle Enlertainment, Inc., a Delaware corporation (“Pinnacle” or the
*Company™), will be held on Tuesday, May 20, 2008, at 10:00 a.m. local time, at the Four Seasons Holel at 3960 Las Vegas Boulevard South, Las Vegas,
Nevada 89119, and at any adjoumments oy postponements thereof (the “Annual Meeting™). At the Annual Meeting, the Company's stockholders will be
asked to consider and vole upon:

1. Theelection of nine dircctors to serve on the Company’s Board of Directors for the coming year, cach (o hold office until the next anunual
meeting of sfockholders (and untii each such director’s successor shall have been duly clected and qualified);

2, The approval of an amendment to the Company’s 2005 Equity and Performance Incentive Plan, as amended (the “2005 Plan”) to increase by
1,750,000 the maximum aumber of shares of the Company’s Common Stock that may be issued or subject to awards under the 2005 Plan, 1o
increase the maximum number of awards undet the 2005 Plan that may be issued as incentive stock options from 3,000,000 to 4,750,000 shares
and (o make other technical amendments to the 2005 Plan, including removal of the changes to the 2005 Plan made by a prior amendment
which changes never became operative;

3. The re—approval of the “performance~based” compensatiot provisions of the 2005 Plan to comply with the requirements of Section 162(m) of
the Internal Revenue Code of 1986, as amended,;

4, The approval of an amendment o the Company’s Amended and Res(ated Directors Deferred Compensation Plan (the “Directors Plan™) to
increase by 50,000 the maximum number of shares of the Company's Common Stock that may be issued or subject to awards under the
Directors Plan and 10 make other technical amendments;

5. The ratification of the appointment of Deloille & Touche LLT as the Company’s independent auditors for the 2008 fiscal year; and
6. Such other business as inay properly come before the Annual Meeting or before any adjournments or postponements thereo,

Information regarding (he nine board nominees, the proposed amendment o the 2005 Plan, the proposed re—approval of the “performance~based”
compensation provisions of the 2005 Plan, the proposed amendment to the Directors Plan and the ratification of the appointment of independent auditors is
contained in the accompanying Proxy Statement, which you are urged ta read carcfully.

Only holders of record of the Company's Common Stock al the close of business on March 27, 2008 are entitled to notice of and (o vote at the Annual
Meeting or any adjourrments or postponements thereof.

YOUR VOTE IS VERY IMPORTANT. TO ENSURE THAT YOUR SHARES ARE REPRESENTED AT THE ANNUAL MEETING, YOU ARE
URGED TO COMPLETE, DATE AND SIGN THE ENCLOSED PROXY CARD AND MAIL IT PROMPTLY IN THE POSTAGE PAID ENVELOPE
PROVIDED OR SUBMIT YOUR PROXY VIA TELEPHONE OR THE INTERNET AS PROVIDED FOR IN THE PROXY CARD, WHETHER OR
NOT YOU PLAN TO ATTEND THE ANNUAL MEETING IN PERSON. YOUR PROXY CAN BE WITHDRAWN BY YOU AT ANY TIME BEFORE
IT IS VOTED.

BY ORDER OF THE BOARD OF DIRECTORS

John A. Godlrey
Secretary

Las Vegas, Nevada
April 16, 2008



PINNACLE ENTERTAINMENT, INC.
3800 HOWARD HUGHES PARKWAY
LAS YEGAS, NEVADA 89169

PROXY STATEMENT RELATING TO
ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 20, 2008

This Proxy Statement is being furnished Lo the stockholders of Pinnacle Entertainment, Inc., a Delaware corporation (“Pinnacle” or the “Company™),
in connection with the solicitation of proxies by the Company’s Board aof Directors for use at the Annual Meeling of the Company’s stockholders to be held
on Tuesday, May 20, 2008, al [0:00 a.m. local time, at the Four Seasons Hofel at 3960 Las Vegas Boulevard South, Las Vegas, Nevada 89119, and at any
adjournments or postponements thereof (the “Annual Meeting™).

At the Annual Meeting, holders of the Company's Common Stock, $0.10 par value per share (“Pinnacle Common Stock™), will be asked to vote upon:
(i) the election of nine directors to serve on the Company’s Board of Dircctors for the coming year, cach to hold office until the next annual meeting of
stockholders (and until each such director’s successor shall have been duly elected and qualified); (ii) the approval of an amendment to the Company's 2005
Equity and Performance Incentive Plan, as amended (the “2005 Plan”) to increase by 1,750,000 the maximum number of shares of Pinnacle Common Stock
that may be issued or subject to awards under the 2005 Plan, to increase the maximum number of awards under the 2005 Plan that may be issued as
incentive stock options from 3,000,000 to 4,750,000 shares and to make other technical amendments to the 2005 Plan, including removal of the changes to
the 2005 Plan made by a prior amendment which changes never became operative; (iif) the re~approval of the “performance—based” compensation
provisions of the 2005 Plan to comply with the requircments of Section 162(m) of the Intemal Revenue Code of 1986, as amended (the “Code™); (iv) the
approval of an amendment to the Company’s Amended and Restaled Directors Deferred Compensation Plan (the “Directors Plan™) to increase by 50,000 the
maximum number of shares of Pinnacle Common Stock thal may be issued or subject (0 awards under the Directors Plan and 10 make other technical
amendments; (v) the ratification of the appointment of Deloittc & Touche LLP as our independent auditors for the 2008 fiscal year; and (vi) any other
business that properly comes before the Annual Meeting.

This Proxy Statement and the accompanying Proxy Card are first being mailed to the Company’s stockholders on or about April 18, 2008. The
address of the principal executive offices of the Company is 3800 Howard Hughes Parkway, 1as Vegas, Nevada 89169.

ANNUAL MEETING
Record Date; Qutstanding Shares; Quorum

Only holders of record of Pinnacle Common Stock at the close of business on March 27, 2008 (the “Record Date™) will be entitled to receive notice of
and to vote at the Annual Meeling. As of the close of business on the Record Date, there were 59,954,181 shares of Pinnacle Conimon Stock outstanding
and eatitled to vote, held of record by 2,570 stockholders. A majority, or 29,975,591, of these shares, present in person or represented by proxy, will
conslitute a quorum for the transaction of business at the Annual Mecting, Each of the Company's stockholders is entitled Lo one vote for each share of
Pinnacle Common Stock held as of the Record Date.

Voting of Proxies; Votes Required

Stockholders are requested (o complete, date, sign and retum the accompanying Proxy Card in the encloset envelope. All properly executed, returned
and unrevoked Proxy Cards will be voled in accordance with the



instructions indicated thereon, Executed but unmarked Proxy Cards will be voted “FOR™ the election of cach dircctor nominee listed on the Proxy Card,
“FOR™ the approval of the amendment to the 2005 Plan, “FOR” ihe re—approval of the *performance—based” compensalion provisions of the 2005 Plan,
“FOR" (he approval of {he amendment (o the Disectors Plan and “FOR” the ratification of the appointment of independent auditors for the 2008 fiscal year.
The Company’s Board of Direclors docs not presently intend to bring any business before the Annual Meeting other than that referred to in this Proxy
Statement and specificd in the Notice of the Annual Meeling. By signing the Proxy Cards, stockholders conler discretionary authority on the proxies (who
are persons designated by the Beard of Directors) to vote all shares covered by the Proxy Cards in their discretion on any other matter that may properly
come belore the Annual Meeting, including any motion made for adjournment of the Annual Meeting.

You may submit your proxy by telephone, on the internet or by mail. Proxics submitted by any of those methods will be treated in the same manner.
If you arc a stockholder of record, you may submit your proxy by signing and retumning the enclosed proxy card, by telephone at 1-800~690~6903 or on the
internet at hitp://www,proxyvote.com/.

Whether the proxy is submitted by mail, telephone or the internet, any stockholder who has given a proxy may revoke it at any time before it is
cxercised at the Annual Meeting by (i) filing a writlen revocation with, or delivering a duly executed proxy bearing a later date lo, the Secrelary of the
Company, at 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169, or (ii) attending the Annual Meeting and voting in person (although altendance al
the Annual Meeting will not, by itself;, revoke a proxy).

Elections of directors are determined by a plurality of the voles cast at the Annual Meeling. The proposals (0 approve the amendment (o the 2005
Plan, to re-approve the “performance—bascd” compensation provisions of the 2005 Plan and to approve of the amendment to the Dircctors Plan require
approval by the affirmalive vote of a majority of the votes cast “FOR,” “AGAINST" or “ABSTAIN" with respect to each proposal in person or by proxy
and entitled to vote at the Annual Meeting, provided that the (otal votes so cast on each proposal represents more than $0% of all shares entitied to vote on
that proposal. The proposal to ratify the appointment of Deloitte & Touche LLP as the Company’s independent auditors for the 2008 fiscal year requires
approval by the affirmative vote of a majority of the votes cast “FOR™ or "AGAINST."

Abstentions; Broker Non—VYotes; Withheld Votes

A stockholder may vote 10 “ABSTAIN” on any proposal that may propetly come before the Annual Mceting olher than the clection of directors. If a
stockholder votes Lo “ABSTAIN,” such stockholder's shares will be considered present at the Annual Meeting for purposcs of determining a quorum on all
malters and will be considered entitled 10 vote, but will have no effect with respect Lo the outcome of the vote to clect directors or to ratify the appointment
of the Company's independent auditors, According lo the New York Stock Exchange, or the NYSE, rules, a vote (o “ABSTAIN” on the proposals to
approve the amendment to the 2005 Plan, to re—approve the “performance~based” compensation provisions of the 2005 Plan and 10 approve the amendment
to the Directors Plan will be considered as a vole cast with respect to such matter, and will have the same effect as a vote “AGAINST" such proposal. In
addition, in the election of directors, a stockholder may withhold such stockholder’s vote. Withheld votes will be excluded from the vote and will have no
effect on the outcome of such election.

If an executed proxy is returned by a broker holding shares in street name that indicates that the broker does not have discrelionary authority as to
certain shares 1o vote on onc or more matters, such shares will be considered present at the meeting for the purposes of determining a quorum, but wiil not
be considered entitled to vote on such matler or malters. As such, broker non—votes will be counted for purposes of determining whether there is a quorum
at the Annual Meeting and will have no effect on the proposals to approve the amendment Lo the 2005 Plan, (o re—approve the “performance—based”
compensalion provisions of the 2605 Plan and to approve the amendment 10 the Directars Plan. However, even if a quorum is present, broker non—votes will
not count
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toward the requirement 1hat the total votes ¢as! on the proposal (o amend the 2005 Plan, the proposal 10 re—approve the “performance—based” compensation
provisions of the 2005 Plan and the proposal 10 amend the Directors Plan represent over 50% of all shares entitled to vote on the relevant proposal. In
addition, while broker non—votes will be counted for purposes of determining whether there is a quorum, broker non-votes will have no effect on the
ocutcome of the election of directors or the ratification of independent auditors because the broker non—votes are not counted for purposes of those proposals.

Appraisal and Dissenters® Rights
Under Delaware law, stockholders are not entitled to appraisal or dissenters’ rights with respect (o the proposals presentex! in this Proxy Statement.

Selicitation of Prexies and Expenses

The Company will bear the cost of the solicitation of proxies from its stockholders in the enclosed form. The directors, officers and employees of the
Company may solicit proxies by mail, telephone, telegram, letier, facsimile or in person. Following the original mailing of the proxics and other soliciting
materials, the Company will request that brokers, custodians, nominees and other record holders forward copies of the Proxy Stalement and other soliciling
materials to persons for whom they hold shares of Pinnacle Common Stock and request authority for the exercise of proxics. In such cases, the Company
will reimburse such record holders for their reasonable expenses. The estimated total cost for such record holder and broker expenses is $64,000.

PROPOSAL 1

ELECTION OF DIRECTORS
(Item No, 1 on Proxy Card)

Al the Annual Meeting, holders of Pinnacle Common Stock will be asked lo vote on the election of ninc directors who will constitute the full Board of
Dircctors of the Company. The nine nominees receiving the highest number of votes from holders of shares of Pinnacle Common Stock represented and
voting at the Annual Meeting will be elecled to the Board of Directors. For the election of directors, broker non—-votes will not be counted as voting at the
meeting and (herefore will not have an cffect on the election of the nominces listed below. Withheld votes will also have no effect on the election of the
nominees.

Tach director elected will hold office until the next annual meeting of stockholders (and until his successor shall have been duly elected and
qualified). All of the nominees listed below currently serve on the Board of Dircctors of the Company.

General

Each proxy received will be voted (or the election of the persons named below, unless the stockholder signing such proxy withholds authority to vole
{or one or more of these nominces in the manner described in the proxy. Although it is not contemplated that any nominee named below will decline or be
unable to serve as a director, in the ¢vent any nominee declines or is unable o serve as a director, the proxics will be voted by the proxy holders for a
substitute nominee as directed by the Board of Directors.

There are no family relationships between any director, nominee or executive officer and any other director, nominee or executive officer of the
Company. There are no arrangements or understandings between any director, nominee or exccutive officer and any other person pursuant to which he has
been or will be selected as a direclor and/or executive officer of the Company other (han arrangements or understandings with any such director, nominee
and/or exccutive officer acting in his capacity as such. Sce ““—Information Regarding the Director Nominees.”

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” ELECTION OF ALL OF THE NOMINELES LISTED BELOW.
3



Information Regarding the Divector Nominees

The folfowing table lists the persons nominated by the Board of Dircctors for election as directors of the Company and provides their ages and current
positions with the Company. Each of the nominces named below is currently a director of the Company and each was elected af last year’s annual meeting
of stockholders, except for Mr. Comer, who was appointed to the Boatd of Directors in July 2007. Biographical information for each nominee is provided
below,

Name Age  Position with the Company

Danie! R. Lee (a)(f) 51 Chairman of the Board of Directors and Chiel Ixecutive Officer
Stephen C. Comer (b) 58  Dircctor

John V. Giovenco (b)(c) 72 Lead Director

Richard J. Goeglein (a)(d) . 73 Director

Ellis Landau (b)(c)(e) 64  Dircclor

Bruce A. Leslie (b)(e){f) 57  Director

James L. Martincau (c)(d) 67  Dircctor

Michae! Ornest (b) 50  Director

Lynn P, Reitnouer (a)(d)(c) 75  Director

(a) Member of the Execulive Committee

() Member of the Audit Committee

©)  Member of the Corporale Governance and Nominating Commiltee
(@) Member of the Compensation Commitlee

©  Member of the Compliance Commitiee

0 Member of the Risk Management Oversight Commitice

Mr. Lee has been the Company’s Chairman of the Board of Dircctors and Chicf Executive Officer since April 2002; ownet of LVMR, LLC
(developer of casino hotels) from 2000 to 2002; Chief Financial Officer and Senior Vice President of HomeGrocer,Com, Ine, {internet grocery service) from
1999 until the sale of the company in 2000; Chief Financial Officer, Treasurer and Senior Vice President of Finance and Development of Mirage Resorts,
Incorporated (major operator and developer of casino resorts) from 1992 to 1999; Director—Equity Research of C$ First Boston from 1990 1o 1992; and held
various posilions to Managing Director of Drexel Burham Lambert from 1980 to 1990,

Mr. Comer has been one of the Company’s directors since July 2007; Director, Southwest Gas Corporation [rom January 2007 to present; Managing
Partner, Deloitie & Touche LLP (Nevada operations) from 2002 to 2006; Managing Partner and other positions, Arthur Andersen (Los Angeles and Nevada
operations) from 1972 to 2002; and Member of the American Institute of Certified Public Accountants and Nevada Society of Centified Public Accountants.

Mr. Giovenco has been lead director of the Company since February 2008 and one of the Company's direclors since February 2003; Director, Great
Western Financial Corporation from 1979 10 1993; President and Chief Operating Officer, Sheraton Hotels Corporation during 1993; Direclor, Hilton
Hotels Corporation from 1980 to 1992; President and Chief Operating Officer, Hilion Gaming Corporalion from 1985 to 1993; Executive Vice
President=Finance, Hilton Holels Corporation from 1980 to 1993; Chief Financial Officer, Hilton Hotels Corporation from 1974 to 1985; Chief Financial
Officer, Hilon Gaming Corporation from 1972 to 1974; and Partner, Harris, Kerr, Forster, Certified Public Accountanis (predecessor firm to PKF
International) from 1967 1o 1971.



Mr. Goeglein has been one of the Company’s directors since December 2003 and was also a Director of the Company from 1997 to 1998; Owner and
Managing Member, Evening Star Holdings, LLC (acquirer and operator of non~gaming resort properties) since mid—2005; Owner and Managing Member,
Evening Star Hospitality, LLC (acquirer, developer and operator of non—gaming resort properties) from 2003 to early 2005; President and Chief Operaling
OfTicer, Holiday Corporation {the parent company of Holiday Inn, Harrah's Hofels and Casinos, Hampton [ins and Embassy Suites) [rom 1984 to 1987;
Executive Vice President and Director, Holiday Corporation from 1978 to 1984; President and Chief Exccutive Officer, Harrah'’s Hotels and Casinos from
1980 10 [984; and Director, Boomtown, Inc. from 1993 to 1997. Mr. Goceglein served as President from 1997 and Chicf Executive Officer from 2000 of
Aladdin Gamning, LLC and Aladdin Gaming Hoidings, LLC (developer and operator of the Aladdin Resort & Casina in Las Vegas, Nevada), in cach case
until September 21, 2001,

Mr. Landau has been one of the Cempany’s directors since January 2007; Execulive Vice President and Chiel Financiat Officer of Boyd Gaming
Corporation from 1990 thru 2006; Vice President and Treasurer of Aztar Corporation (formerly Ramada Inc.) from 1971 to carly 1990; Assistant Treasurer
of U-Haul International from 1969 fo 1971; Financial Analyst at the Sccurities and Exchange Commission from 1968 to 1969, Iyeasurer and Dircclor of
Temple Beth Sholom since mid—2006; and Chaiman of the Board of the Anti—Defamation League Nevada Chapter since late 2006,

Mr. Lestic has been one of the Company’s dircctors since October 2002; Partner, Armstrong Teasdale LLP (law firm) from January 2008; Of
Counscl, Beckley, Singleton (law firm) from 2003 Lo 2008; Partner, Leslic & Campbell (law firm) from 2001 to 2003; Pariner, Bermbard & Leslie (Jaw firm)
from 1996 10 2001; Partner, Beckley, Singleton from 1986 to 1996; and Partner, Vargas & Bartlett (law firm) from 1979 to 1986.

Mr. Martineau has been one of the Company’s directors since May 1999; President and Founder, Viracon, fnc. (flat glass f: abricator) from 1970 to
1996; Executive Vice President, Apogee Enterprises, Inc. (a glass design and development corporation that acquired Viracon, Inc. in 1973) from 1996 o
1998; Dircctor, Apogee Enterprises, Inc. since 1978; Dircclor, Norihstar Photonics (telecommunications busincss) from 1998 to 2002; Chairman, Genesis
Porll'oli90 Partners, LLC (start~up company development) since July 1998; Direclor, Borgen Systems from 1994 10 2005; and Trustee, Owatonna Foundation
since 1973,

Mr. Omest has been onc of the Company’s dircctors since October 1998; private investor since 1983; Dircctor of the Ornest FFamily Partnership since
1983; Dircctor of the Omest Family Foundation since 1993; Director of the Toronlo Argonauts Football Club from 1988 to 1991; President of the St. Louis
Arena and Vice President of the St. Louis Blucs [Hockey Club from 1983 to 1986; and Managing Dircctor of the Vancouver Canadians Baseball Club,
Pacific Coast League from 1979 1¢ 1980.

Mr. Reitnouer has been one of the Company’s dircctors since 1991; Director, Hollywood Park Operaling Company from September 1991 o January
1992; Partner, Crowell Weedon & Co, (stock brokerage) since 1969; Director and Chairman of the Board, COHR, Inc. ffom 1986 to 1999; Director and
Chairman of the Board, Forest Lawn Memorial Parks Association from 1975 to 2006; and Trustce, University of California Santa Barbara Foundation (and
former Chairman) since 1992,

Selection of Nominecs for Director

Itis the policy of the Board, as set forth in the Company's Corporate Governance Guidelines, (o select director nominees who have achicved success
in their personal fields and who demonstrate integrity and high personal and professional ethics, sound business judgment, and willingness to devote the
requisite time to their dulies as director, and who will contribute to the Company’s overall corporate goals. Board members are evaluated and selected based
on their individual merit as well as in the context of the needs of the Board as a whole.
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The Corporate Governance and Noninaling Commiltee is responsible for identifying, recruiting and reviewing, and recommending to the Board
qualified individuals to be nominated for election or reelection as directors, consistent with the criteria set forth in the Company's Corporate Governance
Guidelines. Depending on the circumstances, the Corporate Governance and Nominating Committee considers candidates recommended by Board
members, third parties and, to the extent decmed appropriate, director search firms.

Before recommending 10 the Board a new or incumbent director for election or reelection, the Corporale Governance and Nominating Committee
reviews his or her qualitications, including capability, availability to serve, conflicts of interest, understanding of the gaming industry, finance and other
clements relevant to the Company’s business, educational, business and professional background, age and past performance as a Board member (including
past attendance at, and participation in, meetings of the Board and its commiltecs and contributions (o their activitics). The Corporate Governance and
Nominating Committee, in conducting such evaluation, may also take into account such other factors as il deems relevant. The Corporate Govemance and
Nominating Commitiee also receives disclosurcs relating 10 a director’s independence and assisis the Board in making determinations as o the
independence of the directors. The Corporate Governance and Nominating Committee also conducts an annual review of the composition of the Board as a
whole, including whether the Board reflects the appropriate degree of independence, sound judgment, business specialization, technical skills, diversity and
other desired qualities, and satisfies the other requirements set forth in the Company’s Corporate Governance Guidelines,

The Corporate Governance and Nominating Commitice will consider Board nomince rccommendations by stockholders who have beneficially owned
more than five percent of the Company’s then—oulstanding shares of Pinnacle Common Stock for at least two consecutive years as of the date of making the
proposal and who submit in writing he names and supporting information to the Chair of the Corporate Governance and Nominating Committee at the
address of the Company's principal executive offices, A stockholder recommendation must contain: (a) the name and address of the stockholder making the
secommendation, the class and number of shares of the Company’s capital stock owned beneficially by such stockholder, and documentary support that
such stockholder satislics the requisite stock ownership threshold and holding peried; and (b) as to the proposed nominee, (he name, age, business and
residence addresses, principal occupation or employment, number of shares of Pinnacle Common Stock held by the nominee, a résumé of his or her
business and educational background, information that would be required in a proxy statement soliciling proxies for the election of such nominee, and a
signed consent of the nominee to serve as a director, if nominated and elected. In order (o be considered, a stockholder recommendation for nomination with
respect 1o an upcoming annual meeting of stockholders must be received by the Chair of the Corporate Govermance and Nominating Committee no later
than the 120th calendar day before the first anniversary of the date of the Company’s proxy statement released fo stockholders in connection with the
previous ycar's antwal meeting, with certain exceptions that are set forth in the Company's Corporate Governance Guidelines.

The Company’s policics and procedures regarding the selection of director nominees are described in greater detail in the Company’s Corporale
Govemance Guidelines and the Charter of the Corporate Governance and Nominating Conunittee, which arc available on the Company's websile at
www.pnkinc.com. In addition, printed copies of such Corporale Governance Guidelines and Charter are available upon wrillen request to Investor
Relations, Pinnacle Entertainment, Inc., 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169.

As contrasted 1o a stockholder recommendation of a nomince for consideration by the Company’s Corporate Governance and Nominating Committee,
stockholders who wish to nominate directors at future annual mectings must comply with the applicable provisions of the Company's Bylaws, as described
in this Proxy Statement under the caption “Stockholder Proposals for the Next Annual Mecting.”

Director Independence
The Board of Directors has determined (hat, other than Mr. Lee, who is the Chief Executive Officer of the Company, each nominee is an independent
director as defined by the Corporate Govemance Rules of the NYSE
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and the calegorical independence standards adopted by the Board of Directors. A copy of the categorical independence standards are attached as Appendix
A lo this Proxy Statement and are available on the Company's websitc at www.pnkinc.com. The Board of Directors has also determined that all members of
the Audit, Corporate Governance and Nominating, and Compensation Committees arc independent directors as defined by the Comporate Governance Rules
of the NYSE and the categorical independence standards adopied by the Board of Directors. The dircctors nominated by the Board of Directors for clection
at the Annual Meeting were recommended by the Corporate Govemance and Nominaling Committee.

Communications with Directors

Stockholders and interested partics wishing to communicate directly with the Board of Directors, the Chairman of the Board, the Chair of any
commitice, or the ron-management directors as a group aboul matters of general interest to stockholders are welcome 1o do so by writing the Company’s
Secretary at 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169. The Sccretary will forward (hese communications as directed.

Executive Sessions of the Board and the Lead Director

The Company’s non—management directors meel periodically in executive session, as required by the Company’s Corporate Governance Guidelines,
The Chair of the Audit Commiltee, currently Mr. Giovenco, presides at these exccutive sessions. I the non—management directors were 10 include directors
who are not independent pursuant to the NYSE rules, then the independent directors will meet in executive session at least once a year. Any
non—management dircetor may request that an exccutive scssion of the non—management members of the Board be scheduled. In February 2008, the Board
of Dircctors created the position of lead director who will be responsible for coordinating communications from (he executive sessions, as well as other
communications, between the Board of Dircctors and the Chiefl Executive Officer, It is anticipated that cach lead director elected will hold the position for a
one year tenn with no director holding the position for more than one year in any consecutive three year period. As {he initial lead director, the Board of
Directors has appointed Mr. Giovenco who wil serve until the Board ol Directots elects a new lead director,

Code of Ethical Business Conduct

The Company has adopted a Code of Ethical Business Conduct, a code of ethics that applies to all of the Company's directors, officers and
employecs. Any waiver of the Code of Ethical Business Conduct for exccutive officers or directors will be disclosed (o the stockholders of the Company.
The Code of Ethical Business Conduct is publicly available on the Company's website at www.pnkinc.com and in print upon written request to Investor
Relations, Pinnacle Entertainment, Inc., 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169, Any substantive amendments to the Code of Ethical
Business Conduct or grant of any waiver (0 the Chicf Executive Officer or the Chicl Financial Officer from any provision of the code will be disclosed on
the Company's websitc or in a Current Report on Form 8-K filed with the Securities and Exchange Commission (the “SEC™).

Board Mecetings and Board Cominittees

“The full Board of Directors of the Company had 14 meetings in 2007 and acted by unanimous written consent on 2 occasions, Duting 2007, each
incurnbent director of the Company during their term attended at [east 75% of the meetings of the Board of Directors and the committees of the Board on
which he served.

Although the Company has no formal policy with regard to Board members' altendance at its annual meetings of slockholders, all of the Company’s
directors then serving attended the Company’s 2007 Annual Meeting of Stockholders.

The Company has an Exccutive Committee, which is currently chaired by Mr. Lee and consists of Messrs. Lee, Reitnouer and Goeglein. The
Exccutive Committee may exercise all the powers and authority of the Board



of Directors in the management of the business and affairs of the Company to the fullest cxlent authorized by Delaware law. During 2007, the Executive
Committee had 2 meetings and acled by unanimous wrilten consent on 9 occasions.

The Company has a separately—designated standing Audit Committee established in accordance with Section 3(a)(58)(A) of the Securities Exchange
Act of 1934, as amended (the “Exchange Act™). The Company’s Audit Cominittee is cwrrently chaired by Mr. Giovenco and consists of Messts. Giovenco,
Comer, Omest, Landau, and Leslie. Among its functions, the Audit Commitiee is:

*+  tobe directly responsible for the appointment, compensation, retention and oversight of the work of any independent public accounting firm
engaged to audit the Company's financial statements or to perform other audit, review or atiest services for the Company;

*  todiscuss with the independent auditors their independence;
*  foreview and discuss with the Company's independent auditors and management the Company’s audited financial statements; and

*  lorecommend to the Company's Board of Directors whether the Company’s audited financial statements should be included in the Company's
Annual Report on Forim 10-K for the previous fiscal year for filing with the SEC.

Messts, Giovenco, Comer, Omest, Landau and Leslie are independent as that term is defined in Rule 303A.02 of the NYSE listing standards and Rule
10A=3(b)X(1)(ii) of the Exchange Act. The Board has determined that Messrs. Giovenco, Comer and Landau are cach an “audit commitice financial expert”
as defined by SEC rules, based upon, among other things, (heir accounting backgrounds and, in the case of Messrs. Giovenco and Landau, their having
scrved as the chief financial officer of a Jaspe public company involved in (he gaming industry, and, in the case of Mr. Comer, his having served as a pariner
of a major accounting firm. The Audit Commitice met 11 times in 2007,

The Company has a Compensation Committee, which is currently chaired by Mr. Reitnouer and consists of Messrs, Reitnouer, Gocglein and
Martincau. Among its functions, the Compensation Committee is:

*  lo determine and approve, cither as a committee or together with the Company's other independent dircctors, the annual salary and other
compensation ol the Chief Executive Officer;

*  to make recommendations 10 the Board of Directors regarding the compensation of the other four highest—compensated officers of the Company;
and

* 1o provide recommendations with respect to, and administer, the Company's incentive—compensation, stock option and other equity—bascd
compensation plans.

The Compensation Committee met 16 times in 2007. The Compensation Committee may, to the extent permitied by applicable laws and regulations,
form and delegate any of its responsibilities Lo a subcommittee so long as such subcommitice consists of at least two members of the Compensalion
Committee. In carrying out its purposes and responsibilitics, the Compensation Committee has authority Lo retain outside counsel or other experis or
consultants, as it deems appropriale. For a discussion regarding the Compensation Commitice's use of outside advisors and the role of exceutives officers in
compensalion matters, see “Executive Compensation——Compensation Discussion and Analysis---Role of Executive Officers and Outside Advisors in
Compensation Decisions” below.

The Company has a Corporate Governance and Nominating Comnittee, which is currently chaired by Mr. Martincau and consists of Messts.
Martineau, Giovenco and Landau, Among its functions, the Corporate Governance and Nominating Commilice is:

*  loestablish procedures for the selection of directors;



< {oidentify, evaluate and recommend to the Board candidates for election or reetection as directors, consistent with criteria set forth in the
Company’s Corporate Governance Guidelincs;

*  lodevelop and recommend to the Board, if appropriate, modifications or additions to the Company’s Corporate Governance Guidelines or other
corporate govemance policies or proccdures; and

« todevelop procedures for, and oversee, an annual evaluation of the Board and management.

The Corporate Governance and Nominating Commiliee met 6 times in 2007.

‘The Board of Directors has adopled & written charter for cach of the Audit Committee, the Compensation Committee and (he Corporate Governance
and Nominating Commiltee, which are available on the Company’s website at www.pnkinc.com. Printed copies of these documents ate also available upon
wrilten request to Investor Relations, Pinnacle Entertainment, Inc., 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169,

The Company has a Compliance Committee which monitors the Company’s compliance with gaming laws in the jurisdiclions in which it operates.
Messrs. Leslie, Landau and Reitnouer currently serve on the Company’s Compliance Commitiee with other Compliance Committee members who are not
directors, and on the Compliance Subcommittee of the Board of Directors, The Compliance Subcomimitiee was instituted to ensure timely notification to the
Board of Directors of any material compliance issues, assist the Compliance Commiltee in performing its duties and (o supervise the Company’s actions in
responsc Lo reports reccived from the Company’s employee hotline.

The Company has a Risk Management Oversight Commitiee, which is currently chaired by Mr. Leslie and consists of Messrs, Lestic and Lee. The
pumpose of the Risk Management Oversight Committee is to oversee the risk management activities of the Company. Among its functions, the Risk
Management Oversight Committee is:

¢ tomeet with the dircctor of the Company’s Risk Management Depariment (o review the Company’s existing insurance policics;

*  lodiscuss with the Company’s principal independent insurance brokers the Company’s insurance policies and programs for their assessment as (0
the appropriateness of such programs; and

¢+ todiscuss with such insurance brokers their relationships with, and independence [rom, the Company’s insurance carriers,

It is not the duly of the Risk Management Oversight Committee o determine the Company’s insurance policics and programs, but simply to consuit
with and review the determinations made by the responsible members of management will respect to such matters. Each direclor holds olfice until the next
annual mecting of stockholders and uniil his successor is duly elected and qualified, or until his resignation or removal from office.

Director Compensation
Director IFees

‘The compensation of the Company’s non~employee divectors is paid in the form of an annual tetainer, meeting and chair fees and stock—based
awards. During 2007, each non~empleyece dircctor, or committee chair described below, received:

*  Anannual retainer of $60,000;

*  Anadditional $15,000 retainer for the Chair of the Audit Committee;

*  An additional $10,000 retainer for the Chair of the Compensation Commmitlec;

= An additional $7,500 retainer for the Chair of the Corporate Governance and Nominating Commitice;
*  An additional $5,000 retainer for the Chair of the Risk Management Committee;
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*  An atiendance fee of $1,500 for reguiarly scheduled Board or committee meetings, other than Audit Committee meeti ng fees which are $2,000
per mecting; and

*  Anattendance fee of $500 for telephonic special meetings of the Board of Directors.

Mr. Lee does not receive any fecs or retainer for his services as direclor, The Board of Directors set these lees based on advice from outside
consultants and review of publicly—available information aboul what other companies in Pinnacle’s peer group pay their outside directors.

Each dircctor may elect lo receive the retainer and any fees for meetings attended in cash or in deferred compensation (as cash or stock) under the
Directors Plan as outlined below.

Option Grants

In the past, Pinnacle has granted 10,000 options to each director at or about the time the new director joins the Board of Directors and has granted lo
cach director who was tien serving 10,000 options in 2004, 2005, and 2006, respectively, and 15,000 options in 2007, which were granted on or about the
date of each annual meeting of stockholders. The exercise price for cach option was the closing price of Pinnacle Common Stock on the date of grant. Each
option vests over a five year period. Vesting accelerates upon termination of director status due to death or disability or upon a director retiring alter age 70.

Director Perquisites

Pinnacle allows the directors and their families 10 use the corporale aircrafl 1o attend Pinnacle meetings or other Pinnacle business events, but in
general only when the aircraft is otherwise traveling for business purposes and there are empty seats. The aggregate incremental cost for these trips (o the
Company when (he aircraft is otherwise traveling for business purposes is a de ninimis amount.

Directors’ Health Plan

On February 27, 2007, the Board of Directors approved the Dircctors Health and Medical Insurance Plan, or the Dircctors’ Health Plan, The
Directors’ Health Ptan provides that members of the Board of Directors, llieir spouses and minor children, including full time students up to age 24, are
cligible to participate in the health and medical insurance plans applicable to the Company’s corporate executives. [n addition, directors who are in office at
age 70 and directors who are in office at the time of a change of control, as defined in the Directors’ Health Plan, are entitlcd, along with their spouses and
minor children, including full (ime students up to age 24, to a continuation of health and medical coverage for five years, or, in the casc of spouses or minor
children, until they are no longer cligible for coverage. 1 at any time during this extended coverage period, the el igible direcior, or his spouse or minor
children, is insured under another health plan or Medicare, the Company’s hicaith plans shall provide secondary coverage to the extent permitied by law.
Directors are indemnified on a grossed~up basis against certain fax liabilities, including excisc taxes on benefils following a change in control. As a result of
the Directors’ Health Plan, cach director is entitled to receive medical benefits that are not available under the employee health benefit plan available to all
employccs of the Company. Therefore, any medical bencfits that a director reccives that are not available gencrally (0 atl employees of the Company and
exceed $10,000 in the aggregate are reportable in the “All Other Compensation™ column it the Director Summary Compensation Table below.

Amended and Restated Directors Deferred Compensation Plan

Participation in (he Company’s Amended and Reslated Directors Deferred Compensation Plan, or the Directors Plan, is limited to directors of
Pinnacle, and each eligible director may clect to defer all or a portion of his annual retainer and any fees for meetings altended. Any such deferred
compensation is credited to a deferred compensation account, cither in cash or in shares of Pinnacle Comman Stock, at each director’s election. The

10



only condition Lo each direclor’s receipt of shares credited (o his deferred compensation account is cessalion of such director’s service as a director of
Pinracic.

As of the date the director’s compesnisatioss would otherwise bave been paid, and depending on the director’s election, the discetor's deferred
compensations account will be eredited with cither:

+ cash;

¢ the number of full and/or fractional shares of Pinnacte Common Stock obtained by dividing the amount of the director’s compensation for the
calendar quarter which he elected to defer, by the average of the ¢losing price of Pinnacle Common Stock an the NY SE on the last ten business
days of the calendar quarier for which such compensation is payable; or

*  acombination of cash and shases of Pinnacte Common Stuck as described above.

IFa disector elects fo defer compensation in cash, all such amounts credited w the ditector’s deferred compensation account will bear interest at an
amounlt to be defermined from fime to time by the Roard of Dircctors. No cursemt director has deferred compensation in cash.

If 2 director has efected to reccive shares of Pinnacle Common Stock in lieu of his relainer and we dectare a dividend, such directar's deferred
campensation account is credited at the end of each calendar guarter with the munber of full and/or fractionat shares of Pinnacle Common Stack obiained by
dividing the dividends which would have been paig on the shares credited to the director's deferred compensation accounl by the closing price of Pinnacle
Common Stock on the NYSE on the date such dividend was paid. In addition, if we declare a dividend payable in shares of Pinnacte Common Stack, the
director’s defermed compensation account is credited at the end of cach calendar quarter with the number of ful} and/or fractional shares of Pinnacle
Common Stock for such stock dividend.

Participating dircctors do not have any inlerest in the cash and/or Pinnacle Cominon Stock credited to their deferved coinpensation accaunts until
distributed in accordance with the Dircctors Plan, not do they have any voting rights with respect to such shares until shares eredited 1o their defested
compensation accounts are distributed. The rights of'a director to receive payments under the Directors Plan are ho greater than the rights of an unsccured
general creditor of Pinnacle,

Each participating director may ¢lect to have the aggregate amount of cash and shares credited (o his deferred compensation account distributed to
him in one fump sum payment or in a number of approximately equal annual instaliments over a period of thme pot to exceed filteen years. The lump ssm
payment or the first installment wilt be paid as of the first business day of the calendar quarter immediately following the cessation of the director's service
7S a director. Before the beginning of any celendar year, a disector may elect 1o change the method of distribution of any futere interests in cash and/or
Pinnacle Commen Stock credited Lo his deferred compensation account in such calendar year,

The maximum number of shares of Pinnacle Common Slock that can be issued pursuant {a the Dircctors Plan is 275,000 shares, of which 231,409
have been credited as of March 27, 2008, The shares of Pinnacle Common Sieck to be issued under the Directors Plan may be cither authorized and
unissued shares or reacquired shares. Mr. Leslie is the only director that curzently participates in the Direciars Plas.



Director Summary Compenyation Table

The following tabie seis forth certain inforimation regarding the compensation carned by or paid to each non-emplayce director who served on the
Board of Directors it 2007 As Chief Exccutive Officer, Danicl R, Lec does not receive any compensation s a director,

Change in
iees Nonqualified

Enrned Non-Equiity Delerred

or Paid Stock Option ive Plan y i Al Other

Ir Cash Awards Awards Compensition Earninigs Compensalion Totad
Name ®) (@) %) (8) X)) 1) (8) {d) ) (v) @)
Stephen C. Camer $ 40,500 $ 0 $ 12,287 $ 9 3 0 ] 0 $ 52,187
Jahn V. Gigvenca $123,500 $ 0 §224,403 $ 0 $ 0 $ 0 $347,903
Richard J, Goeglein $108,000 3 4 $222,723 3 0 $ 0 3 0 $330,723
Ellis Lundau ! $114,500 § 0 § 59,551 $ [ 3 0 $ 0 $174,091
Brucg A. Lestic (T) §116,500 5 0 $ 96,597 $ 0 3 0 3 0 $213,097
James L. Martineau $121,500 5 0 8 96,034 b 0 $ 0 $ 0 $217.534
Michael Ornest § 99,500 $ 0 $ 96,034 $ Q $ 0 3 15,333 $210,867
Lynn P. Refmouer $123,167 $ ¢ $224,795 3 0 $ 0 $ [ $347,962

(a) Includes sunual retainer feas, smeeting fees and fees for commiltee chairmanships as discussed above, Mr. Comer received a prosated annual director's
fee al the tane of his election (o the Board of Dircelors in July 2007 as well as fees for meetings attended after such date.
(b)

Each non-employcee director was granted 15,000 options on May B, 2007, except for Mr, Comer who was clecled as a member of 1he Board of
Dircetors in July 2007. Mr. Landau was granted 10,000 options on January 17, 2007, and Mr. Comer was granted 10,000 aptions on July 24, 2007,
“The value in this column is the compensation expense recognized for financial statement reporting purposes in the fiscal year ended December 31,
2007, in accordance with St of Fi ial A ing Standard No. 123(R) ("FAS 123R") (exciuding cstimates of for{citures related to
service~based vesling conditions). Such FAS 123R expense is celeulated as of the grant date of the option based upon a grant date fair vaue. Such
grant date fair value is calculated using (he share price 4s of ilic grant date, as well as various assumptions that will change over time, including the
expected volalility of our stock and a risk—(ree rate of retumn. The compensation expense is not re-calenlated at any time subsequent L6 the grant date,
regardicss of changes 1o the assumptions used in the calculation, and is cxpenaed over the vesting period of the associated stock option, regardless of
when, if at all, a stack option is cxercised. For Messrs, Giovenco, Goeglein and Reitnouer, the increased benefit reflects the acceierated vesting
feature associated with board members who eleet (o retire afler age 70. The grant dale fair value of each option granted in 2007 computed in
agoordance with FAS 123R js as follows: Steplicn C, Comer—$140,152; Jobn V, Giovenco-~$213,683; Richard J. Goeglein-—8213,683; Ellis
Landau--$380,668; Bruce A. Lestic-—5$213,683; James L, Martineau—-5$213,683; Michact Omest-—$213,683; and Lyun P, Reitnouer—§213,683.

The aggregate number of option awards outstanding at December 31, 2007 for each non-cmployee direclor was as follows: Stephen C.
Comer--10,000; John V. Giovenco~~65,000; Richard J. Goeglein-—~-47,000; Eilis Landau---25,000; Bruce A. Leslic——G5,000; James L.
Martincau-—74,000; Michae! Omest-—33,400; and Lynn P. Reithouer-~71,000.

()

O Al deferrals under the Dircetors Plan have been in shares of stack. Althiough the directors wha participate in the plan benefit from appreciation in the
value of the stock, na inlerest or carnings are crediled on fhe siock.
() Consists solely of amounts paid for heaith care benelits pursuant to the Directors® Health Plan.

0 Mr. Lestie participales in the Directors Pian and has elected (o receive Pinnacte Common Stock in fieu of payment of annual retainer fees and meeling
fees.
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Compensation Committee Interlocks and Insider Participation

Messrs. Goeglein, Reitnouer and Martincau served on the Compensation Commitiee in 2007. None of the three members of the Compensation
Commitiee was an officer or employec or former officer or empioyee of Pinnacle or its subsidiaries or had a relationship requiring disclosure under the
Transactions with Related Persons, Promoters and Certain Control Persons discussion below and no such member has any interlocking relationships with
Pinnacle (hat are subject o disclosure under the rules of the SEC relating to compensation committees.

Exccutive Officers

Executive officers serve al the discretion of the Board of Directors, subject 1o rights, if any, under contracts of employment. Sce “Executive
Compensation—-Compensation Discussion and Analysis” below, The current executive officers are as follows:

Name Age  Position with the Company

Danicl R, Lee 51 Chairman of the Board of Directors and Chief Execative Officer
Wade W. Hundley 42 President

Stephen H. Capp 46 Executive Vice President and Chief Financial Officer

John A. Godfrey 58  Executive Vice President, Secretary and General Counse)

Alain Uboldi 61 Chief Operating Officer

For biographical information for Mr. Lee, see "—Information Regarding the Director Nominees of the Company” above.

Mr. Hundley has served as the Company’s President since February 2005; Executive Vice President and Chief Operating Officer of the Company
from September 2001 to February 2005; Office of the CEO of Harveys Casino Resorts (gaming operations) from December 2000 through July 2001; and
Principal, Colony Capital (psivate equity investment) from June 1993 through November 2000.

Mr. Capp has scrved as the Company’s Exceutive Vice President and Chief Financial Qfficer since January 2003; Managing Dircctor, Bear,
Stearns & Co. Inc. from 1999 to January 2003; Group Head, BancAmerica Securities” Latin America debt distribution business from 1997 to 1999;
Managing Director, BancAinerica Securitics from 1992 to 1997; and Finance Associate followed by Vice President, Sccurity Pacific Merchant Bank from
1989 to 1992,

Mr. Godfrey has scrved as (he Company’s Exccutive Vice President since February 2005 and as Sccretary and General Counsel since August 2002;
Senior Vice President of the Company from August 2002 (o Febrwary 2005; Partner, Schreck Brignone Godfrey (law firm) from January 1997 to August
2002, Partner, Schreck, Jongs, Bernhard, Woloson & Godfrey (law firm) from June 1984 to December 1996; Chief Deputy Attomey General, Nevada
Auorney General’s Olfice, Gaming Division from 1983 ta 1984; Deputy Atlorney General, Nevada Attorney General's Office, Gaming Division from 1980
to 1983; Deputy State Industrial Atlomey for the State of Nevada from 1977 10 1980; Trustee, Interationa! Association of Gaming Attorneys (and former
President) from October 2000 to October 2006; and Member, Executive Commitiee ol the Nevada State Bar's Gaming Law Scction since June 2002,

Mr. Uboldi has served as (he Company's Chief Operating Officer since February 2005; Regional Vice President and Genera! Manager of the
Company’s L*Auberge du Lac Casino Resort from February 2004 10 February 2005; Vice President and Generat Manager of the Company's Belterra
Casino Resort from November 2001 to January 2004; President of A Winning Solution (gaming consulting company) in 2001; and President and Chief
Opcrating Officer of Lady Luck Gaming Corporation {casino gaming company) fiom 1993 10 2000. .
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Audit Committee Report

The following is the report of the Audit Commitice with respect to the Company’s audited financial statements for the fiscal year ended December 31,
2007, and the notes thereto.

Review with Management

Management is responsible for preparing the Company’s financial statements and the reporting process, including the system of mternal control. The
Audit Comiltee, in its oversight role, has reviewed and discussed wilh management the Company's audited financial statements for the {iscal year ended
December 31, 2007 and the notes therelo.

Review and Discussions with Independent Accountants

The Audit Commitice has discussed with Deloilte & Touche LLP (“Deloitte™), the Company’s independent auditors, the matters required to be
discussed by the statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1. AU section 380), as adopted by the Public
Company Accounting Oversight Board in Rule 3200T;

The Audit Committce has received the written disclosures and the tetter from Deloitte required by Independence Standards Board Standard No. 1
(Independence Standards Board Standard No. 1, Independence Discussions with Audit Committees), as adopted by the Public Company Accounting
Oversight Board in Rule 3600T, and has discussed with Deloitte its independence from the Company.

Conclusion
Based on the review and discussions referred to above, the Audit Committee recommended (o the Company’s Board of Direclors thal the Company's

audited financial statements be included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 3§, 2007, for filing with the
Securities and Exchange Commigsion.

SUBMITTED BY THE AUDIT COMMITTELE OF
THE BOARD OF DIRECTORS

John V. Giovenco (Chairman)
Michaet Omest

Bruce A, Leslic

Ellis Landau

Stephen C. Comer



Section 16(a) Beneficial Ownership Reporting Compliance

Based solcly upon a review of Forms 3, 4 and 5 filed by the Company on behalf of its dircctors and officers, or furnished to (the Company by its 10%
stockholders, during or with respect to (he year ended December 31, 2007 pursuant to Rule 16a~3(¢) of (he Exchange Act, all required reports on such
forms were timely {iled, except for an amended Form 4 filed on March 11, 2008 on behalf of Mr. Leslic to reflect additional compensation carned and
deferred by Mr. Leslie pursuant to the Directors Plan, bul nol included in the ori ginal Form 4 filed on January 3, 2008.

Security Ownership of Certain Beneficial Owners and Management

The following table scts forlh he name, number of shares and percent of the outstanding Pinnacle Common Stock beneficially owned as of March 27,
2008 {cxcept where a different date is indicated below) by cach person known to the Company (o be the beneficial owner of more than 5% of the
outstanding shares of Pinnacie Common Stock, cach director, ¢ach named oificer, and all directors and exccutive officers as a group. In cach instance,
exeept as otherwise indicated, information as to the number of shares owned and the nature of ownership has been provided by the individuals or entities
identificd or described and is not within the dircct knowledge of the Company. Unless otherwise indicated below, the address of cach person or entity listed
below is c/o Pinnacle Enterlainment, Inc., 3800 Howard Mughes Parkway, Las Vegas, NV 89169,

Shares
Beneficially Percent of Shares
Name and Address of Beneficial Owner Owned OQutstanding (a)
Columbia Wanger Assct Management, L.P. 5,648,000(b) 9.42%
227 W Monroe Street, Suite 3000
Chicago, IL 60606
BlackRock Financial Management, Inc. 4,540,039(c) 7.57%

40 East 52nd Street
New York, NY 10022

T. Rowe Price Associales, Inc. 3,968,600(d) 6.62%
100 East Pratt St,
Baitimore, MD 21202

Baron Capital Managemeund, Inc. 3,478,000(c) 5.80%
767 Filth Avenuc
New York, NY 10153

PENN Capital Management Co., Inc. 3,122,250() 5.21%

457 Haddonfield Road, Suite 210

Chenry Hill, NJ 08002
Daniel R. Lee 1,246,701(g) 2.04%
Wade W, Hundley 51 2,000(%) *
Stephen I4. Capp 358,242(i) *
Michael Ornest 228,762(3) *
Jobn A. Godfrey 317,000(k) *
John V. Giovenco 129,000()) *
Lynn P. Reitnouer 112,115(m) *
Alain Uboldi . 123,000(n) *
Bruce A. Leslic 80,394(0) *
James L. Martineau 67,910(p) *
Richard J. Goeglein 21,000{(q) *
LEllis Landau 6,000(r) »
Stephen C. Comer 2,000 *
Current directors and executive officers as a group (13 persons) 3,204,124 5.81%

* Less than one percent (1%) of the outstanding common shares,
@ Assumes exercise of stock options beneficially owned by the named individual or entity into shares of Pinnacle Commmon Stock. Based on 59,954,181
shares of Pinnacle Commeon Stock outstanding as of March 27, 2008.
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(v)

(©)

(d)

(©)

(n

Based solcly on information contained in an amended Schedule 13G filed with the SEC on January 29, 2008 by Columbia Wanger Assel
Management, L.P., an investment advisor (“Columbia™). As of December 3J, 2007, Columbia reported beneficially owning 5,648,000 shares of
Pinnacle Common Stock, representing 9.44% of the outstanding shares of Pinnacle Commeon Stock. Pursuant to the amended Schedule 13G,
Columbia reported having sole voting power over 5,208,000 shares of Pinnacle Common Stock, shared voling power over 440,000 shares of Pinnacle
Commen Stock and sale dispositive power over 5,648,000 shares of Pinnacle Common Stock.

Based solely on information contained in a Schedule 13G filed with the SI:C on February 8, 2008 by BlackRock, Iuc. (“BlackRock™), & parent
holding company for the following investment advisors: BlackRock Advisors LLC, BlackRock Capital Management, Inc., BlackRock Financial
Management, Inc., BlackRock Invesiment Management LLLC, BlackRock Japan Co. Ltd and State Street Research & Management Co. As of
December 31, 2007, BlackRock reporied beneficially owning 4,540,039 shares of Pinnacle Common Stock, representing 7.59% of the outstanding
shares of Pinnacle Comnion Stock. Pursuant to the Schedule 13G, BlackRock reported having shared voting and dispositive power with respect to all
of the reported shares of Pinnacle Common Stock,

Based solely on information contained in a Schedule 13G filed with the SEC on February 12, 2008 by T. Rowe Price Associates, Inc, (“Price
Associates”). These securities are owned by various individual and institution investors to which Price Associates serves as an investiment adviser
with power 10 direct investments and/or sole power to vote Lhe securities. For purposes of the reporting requirements of the Securities [Exchange Act
of 1934, Pricc Assaciates is deemed 1o be a beneficial owner of such securities; however, Price Associates expressly disclaims that it is, in fact, the
beneficial owner of such securitics.

Based solely on information contained in a Schedule 13G filed with the SEC on February 14, 2008 jointly by Baron Capital Group, Inc. (“BCG™),
BAMCO, Inc. (“BAMCO"), Baron Capital Management, Inc. (“BCM"”) and Ronald Baron (“Baron”). Pursuant (o the Schedule 13G, BCG reported
the following: (i) BCG and Baron are parent holding companies, BAMCO and BCM are investment advisers and BCG, BAMCO, BCM and Baron
are collectively a group; (ii} As of December 31, 2007, BCG, BAMCO, BCM and Baron beneficially owned 3,478,000 shares, 3,301, 100 shares,
173,900 shares and 3,478,000 shares, respectively, of Pinnacle Common Stock, representing approximately 5.8%, 5.5%, 0.3% and 5.8%, respectively,
of the outstanding shares of Pinnacie Comton Stock; (iii) BCG and Baron disclaim beneficial ownership of shares of Pinnacle Common Stock held
by their controlled enlities {or the investment advisory clieats thereof) to the extent such shares are held by persons other than BCG and Baron; (iv)
BAMCO and BCM disclaim beneficial owncrship of shares of Pinnacle Common Stock held by their investment advisory clients {o the exient such
shares are heid by persons other than BAMCO, BCM and their affiliates; (v) BCG, BAMCOQ, BCM and Baron each have sole dispositive and voling
power as {0 zero shares of Pinnacle Common Stock; (vi) BCG, BAMCO, BCM and Baron have shared voting power as 1o 3,196,700 shares,
3,025,900 shares, 167,800 shares and 3,196,700 shares of Pinnacle Common Stock, respectively, and shared dispositive power as 10 3,478,000 shares,
3,301,100 shares, 173,900 shares and 3,478,000 shares of Pinnacle Common Stock, respectively; (vii) by virtue of investment advisory agreements
wilh their respective ¢lients, BAMCOQ and BCM have been given the discretion 1o dispose of the Pinnacle Common Stock in the advisory accounts,
blg all such discretionary agreements are revocable; and (vii) BAMCO and BCM are subsidiaries of BCG, and Baron owns a controlling interest in
BCG.

Based solely on information conlained in a Schedule 13G filed with the SEC on February 12, 2008 by PENN Capital Management Co., Inc.
(“PENN"), au investment advisor, As of December 31, 2007, PENN reported beneficially owning 3,122,250 shares of Pinnacle Common Stock,
representing 5.22% of the outsianding shares of Pinnacle Common Stock. Pursuant to the Schedule 13G, PENN reported having sole voling and
dispositive power with respect 1o atl of the reported shares of Pinnacle Common Stock. :

Includes 1,225,801 shares of Pinnacle Common Stock which are currently exercisable by Mr, Lee or that he will have the right to acquire upon the
exercise of options exercisable within 60 days of March 27, 2008, Of the shares of Pinnacle Common Stock beneficially owned by Mr. Lee, 3,700 are
held and pledged in a
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marginable brokerage account. An additional 2,200 shares of Pinnacle Common Stock are ficld in a brokerage account for the benefit of Mr. Lee’s
daugher, of which he is the custodian and under the SEC rules the beneficial owner. Also includes 9,000 shares of resiricted stock beneficiaily owned
by Mr. Lee.

Includes 487,000 shares of Pinnacle Common Stock which are currently exercisable by Mr. Hundley or that he will have the riglt 1o acquire upon the
exercige of oplions exercisable within 60 days of March 27, 2008. Also includes 6,000 shares of resiricled stock beneiicially owned by Mr. Hundley.

Includes 346,739 shares of Pinnacle Common Stock which are currently cxercisable by Mr. Capp or that he will have the right to acquire upon the
exercise of options exercisable within 60 days of March 27, 2008. An addilional 6,503 shares of Pinnacle Common Stock are held by Mr. Capp in
Pinnacie’s 401(k) plan. Also includes 3,000 shares of restricied stock beneficially owned by Mr. Capp.

Includes 27,400 shares of Pinnacle Common Stock which are currently exercisable by Mr. Ornest or that he will have the right to acquire upon the
exercise of options exercisable within 60 days of March 27, 2008. These shares also include 91,362 sharcs of Pinnacle Common Stock owned by the
Harry and Ruth Omest Trust, with respect 10 whose shares Mr, Omest has bencficial ownership. These shares include 110,000 shares of Pinnacle
Common Stock owned by the Michacr()mcst Trust, with respect 1o whose shares Mr. Ornest has beneficial ownership. These shares exclude 60,000
shares of Pinnacle Common Stock owned by the Ornest Family Foundation, as to which Mr. Ornest has no interes.

Includes 310,000 shares of Pinnacle Common Stock which are currently exercisable by Mr. Godfiey or that he will have the right to acquire upon the
exercise of oplions exercisable within 60 days of March 27, 2008. Also includes 3,000 shares of restricted stock beneficially owned by Mr. Godiiey.

Includes 39,000 shares of Pinnacle Common Stock which are currentty exercisable by Mr. Giovenco or that he will have the right (o acquire upon the
exercise of options cxercisable within 60 days of March 27, 2008.

Includes 45,000 shares of Pinnacle Common Stock which are currently exercisable by Mr. Reitnouer or tbat he will have (he right 1o acquire upon the
exercise of options exercisable within 60 days of March 27, 2008, Also includes 17,115 shares of Pinnacle Common Stock credited to
Mr. Reitnouer’s deferred compensation account under the Dircctors Plan.

Includes 118,000 shares of Pinnacle Common Stock which are currently exercisable by Mr, Uboldi. Also includes 3,000 shares of restricted stock
beneficially owned by Mr. Uboldi.

Includes 39,000 shares of Pinnacle Common Stock which are currently exercisable by M. Leslic or that he will have the right to acquire upon the
cxercise of options exercisable within 60 days of March 27, 2008, Also includes 27,394 shares of Pinnacle Common Stock credited to Mr. Leslie’s
deferred compensation account under the Directors Plan.

Includes 48,000 shares of Pinnacle Cemmon Stock which are currently exercisable by Mr. Martineau or that he will have the right (o acquire upon the
exercise ol options exercisable within 60 days of March 27, 2008. Also includes 12,119 shares of Pinnacle Common Stock credited to
Mr. Martineau's deferred compensation account under the Directors Plan.

Includes 21,000 shares of Pinnacle Common Stock which are currently exercisable by Mr. Goeglein or that he will have the right 1o acquire upon the
exercise of options exercisable within 60 days of March 27, 2008.

Includes 5,000 shares of Pinnacle Common Stock which are currently exercisable by Mr. Landau or that he will have the right to acquire upon the
exercise of options excrcisable within 60 days of March 27, 2008.

Transactions with Related Persons, Promoters and Certain Control Persons

The Company’s Audit Commiltee charter requires that the Audit Committee review on an ongoing basis and approve or disapprove all related party
pany q PP

{ransactions that are required to be disclosed by [tem 404 of Regulation $-K.

Danic! R. Lee, the Company’s Chairman and Chiel Exceutive Officer, holds $1 million in aggregate principal amowunt of the Company's 8.25% senior

subordinated notes due 2012, which he acquired in periods prior to 2006.
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As a holder of the notes, Mr. Lee is entilled 1o yeceive semi—annual interest payments on the notes. in March 2004, the Executive Committce of the
Company’s board of direclors approved Mr. Lee’s acquisition of $500,000 in principal amount of the notes he holds, since those notes were acquired
directly from the Company. In November 2005, Mr. Lee acquired the other $500,000 in principal amount of notes in the open market. Such open market
purchase did not reguire either the Execulive Commiiltee’s or Audit Committee’s approval. Mr, Lee’s acquisition of such Forlion of the notes and the receipt
ol'interest payments thereon were acquired in the open market and any benefits he received in yespect of the nofes were afforded to all holders of the notes
on a pro rata basis.

PROPOSAL 2

APPROVAL OF AN AMENDMENT TO 2005 EQUITY AND PERFORMANCE INCENTIVE PLAN
(Item No. 2 on Proxy Card)

Background

In 2005, the Board of Directors adopted and the stockholders approved the Company's 2005 Equity and Performance Incentive Plan. The original
2005 Plan authorized for issuance up 1o an aggregate of 3,000,000 shares of Pinnacle Common Stock, plus any shares subject to awards granted under the
Prior Plans and Individual Arrangements (as such terms are defined in the 2005 Plan) which are forfeited, expire or otherwise tenninale without the issuance
of shares, or are settled for cash or otherwise do not result in Lthe issuance of sharcs, on or afier lhe effective date of the 2005 Plan. As of March 27, 2008,
263,540 shares remained available for future grants of awards under the 2005 Plan (excluding any additional shares available under the 2005 Plan as a result
of future forfeiture, expiration or other termination of awards under the Prior Plans and Individual Arrangements), Accordingly, the Board of Directors has
determined that it is in the best interests of the Company to increase the number of shares that may be issucd upon exercise of awards granted under the
20057%330')0)' :,750,000 and to increase the maximum number of awards under the 2005 Plan that may be issued as incentive stock options from 3,000,000
10 4,750, shares.

At the Annual Meeting of stockholders held on May 10, 2006, the stockholders of the Company approved an amendment to the 2005 Plan to increase
by 1,500,000 the number of shares of Pinnacle Common Stock that may be issued under the 2005 Plan and to increase the maximum number of awards
under the 2005 Plan that may be issued as incentive stock options from 3,000,000 to 4,500,000 shares, in the event that the Company consummated the
then—proposed acquisition of Aztar Corporation (the “Aztar Amendment™). The Company did not consuminate such acquisition and thus the increase in the
maximum number of shares available and the incentive stock option limit under the 2005 Plan never became operative. Accordingly, it is necessary o
remove the changes (o the 2005 Plan made by the Azlar Amendment,

The Company is also making other technical amendments to the 2005 Plan, including clarifying the stockholder re-approval requirements pursuant to
Section 162(m) of the Code (as defined below) as set forth in Section 13.12 of the 2005 Plan so that the five-year stockholder approval requirement runs
from the lafer of the last stockholder re-approval date or the effectiveness of the 2005 Plan, .

Proposal

“The terms of the 2005 Plan, assuming that (he stockholders approve this Proposal 2, are described below under “Summary of the 2005 Plan.” The
2005 Plasn is attached in this Proxy Statement as Appendix B and refleets the proposcd amendment to the 2005 Pian. The proposed amendment 1o the 2005
Plan would increase the number of shares of Pinnacie Common Stock that may be issucd under the 2005 Plan by 1,750,000, would increase the maximum
number of awards under the 2605 Plan (hat may be issued as incentive stock options from 3,000,000 to 4,750,000 shares, would remove the changes made
by the Azlar Amendment described above and make certain other technical amendments.
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The Board of Directors belicves thal ihe proposed amendment o the 2005 Plan with respect to the increase in shares is necessary 1o ensure that the
Company maintains the ability in the [uture o continue lo attract and retain highly qualified officers and other employees by providing adequale incentives
through the issuance of stock awards. As of March 27, 2008, 263,540 shares remained avaifable for fture grants of awards under the 2005 Plan (excluding
any additional shares available under the 2005 Plan as a result of future forfeiture, expiration or other termination of awards under the Prior Plans and
Individual Arrangements). The amendment to the 2005 Plan is therefore necessaiy to enswre that enough shares will be available for the issuance of stock
awards so as 10 incentivize and retain key employees of the Company, which ¢an assist in maximizing the full potential of stockholder value.

Accordingly, stockholders are requested to approve the amendiment Lo the 2005 Plan to increase by 1,750,000 the maximum number of shares of
Pinnacle Common Stock that may be issued or subject to awards under the 2005 Plan, Lo increase the maximum number of awards under the 2005 Plan that
may be issued as incentive stock options from 3,000,000 to 4,750,000 shares and to make other (echnical amendments, including removal of the changes
made by the Aztar Amendiment.

Required Vote

Affirmative voles representing a majority of the votes cast “FOR,” “AGAINST” or “ABSTAIN" with respect to the proposal in person or by proxy
and entitled to vote at the Annual Mecting wilf be required to approve (his proposal, provided that the total votes cast on the proposal represent more than
50% of all shares entitled to vote on the proposal. According to NYSE rules, a vote to “ABSTAIN" on the proposal will be considered as a vole cast with
respect Lo such matter, and will have the same effect as a vote “AGAINST” the proposal, Broker non—-votes will have no effect on the proposal, unless the
voles otherwise cast constitute less than over 50% of all shares entitled to vote on the proposal.

New Plan Benefits

For 2008, the dollar value of awards under the 2005 Plan are not currently determinable because such amounts are dependent on (he Company’s
future performance and fulure grants which have not yet been determined.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” APPROVAL OF THE AMENDMENT TO THE 2005 EQUITY AND
PERFORMANCE INCENTIVE PLAN.

Purpose of the 2005 Plan

The Board of Directors belicves that the 2005 Plan as proposed 1o be amended is necessary Lo ensure that the Company maintains the ability in the
future ta continue (o attract and retain highly qualified officers and olher employees by providing adequate incentives through the issuance of stock options,
stock appreciation rights, restricted stock, other stock unit awards and performance awards, The 2005 Plan as proposed (o be amended will also permit the
award ol other stock unit awards or performance awards payable in cash or shares, or the award of restricted stock with restrictions lapsing on the
altainment of performance goals, 1o cerlain executive officers of the Company which will qualify as “performance based” compensation under
Section 162(m) of the Internal Revenue Code of 1986, as amended (the “Code™), as discussed below.

Status of Prior Plans and Individual Arrangements

Upon the approval of the 2005 Plan at the 2005 Annual Meeting, the Company canceled the Prior Plans, so that no further granls or awards will be
made under the Prior Plans, However, granis and awards made under the Prior Plans before their cancellation continue to be in cffect, In addition, the
Individual Arrangements granted lo Messrs. Lee and Capp concurrently with their hiring in 2002 and 2003, respectively, continue (o be in effect.
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Summary of the 2005 Plan

The following is a summary of the key provisions of the 2005 Plan, assuming that stockholders approve this Proposal 2. This summary docs not
purport (o be a comnplete description of all the provisions of the 2005 Plan, and it is qualified in its entirety by reference to Lhe full text of the 2005 Plan. A
copy of the 2005 Plan is aitached as Appendix B to this Proxy Stalement, Any stockholder who desires Lo obtain a copy of the 2005 Plan may do so by
wrilten request to the Secretary of the Company, at 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169. -

Shares Subject to the 2005 Plan

Up o an aggregate of 4,750,000 (assuming that this Proposal 2 is approved by the stockholders) shares of Pinnacle Common Stock, plus any shares
subject 10 awards granted under the Prior Plans and Individual Arrangements which are forfeited, expire or otherwisc terminate without issuance of Shares,
or are seltled for cash oy otherwisc do nol result in the issuance of Shares, on or after the effective date of the 2005 Plan, are authorized for issuance under
the 2005 Plan. However, the maximum number of awards under the 2005 Plan that may be issued as 1SOs (as defined below) will be 4,750,000 shares
(assuming that this Proposal 2 is approved by the stockholders). Any shares thal are subject to awards of options or stock apprecialion rights shall be
counted against this limit as one share for cvery one share granted. Any shares that are subject 1o awards other than options or stock appreciation rights
(including shares delivered on the seutlement of dividend equivalents) shall be counted against this limit as 1.4 shares for every one share granted. The
aggregate number of shares available under (he 2005 Plan and the number of shares subject to outstanding oplions will be increased or decreascd to reflect
any changes in the outstanding Pinnacle Common Stock by reason of any recapitalization, spin—off, rcorganization, reclassification, stock dividend, stock
split, reverse stock split or similar transaction.

If any shares subject to an award under the 2005 Plan or to an award under the Prior Plans or Individual Arrangements are forfeited, expire or are
terminated withowt issuance of such shares, or are settled for cash or otherwisc do not result in the issuance of such shares, the shares shall again be
available for awards under the 2005 Plan, Any shares that again become available for grant shall be added back as one share il such shares were subject to
options or stock appreciation rights granted under the 2005 Plan or options or stock appreciation tights granted under the Prior Plans or Individual
Arrangements, and as 1.4 shares if such shares were subject 10 awards other than options or stock appreciation rights granted under the 2005 Plan. Shares
which are received or withheld by the Company to salisfy tax liabilities arising from the grant or excrcise of an option or award, or as a result of the use of
shares to pay the option price, shall not again be available to awards under the 2005 Plan.

In assessing compensation and establishing (he Company’s equily and perfornmance based plans, the Compensation Committce will take into account
measures used within the industry that it finds to be in the best interests of the Company. The Compensation Committce will also consider guidance
regarding compensation that is or becomes available (rom stockholder rights organizations and similar external sources.

Eligibility and Participation

All employees (including officers), direclors, and consultants of the Company or any subsidiary are eligible for selection (o receive awards under the
2005 Plan, subject to the following restrictions: (1) no ISO may be granted to any person who, at the time of grant, is not an employee of the Company ot
any subsidiary, and (2) no participant may be granted options or stock appreciation rights during any t2—month period with respect to more than 1,500,000
shares, (3) no participant may be granted restricled stock, performance awards and/or other stock unit awards that are denominated in sharcs in any
12—month period with respect 1o more than 750,000 shares, and (4) the maximum dollar value payable to any participant in any 12-month period with
respect to performance awards and/or other stock unit awards Lhat are valued with reference (o cash or property other than shares is $2,500,000 (excluding
awards denominated by reference to a number of shares). The share limitations set forth above are subject to adjustment in the event of a reorganization,
spin—off, recapitalization, reclassification, stock dividend, stock split, reversc stock split, or similar transaction during any fiscal year of the Company or
portion
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(hereof, 1f an option or stock appreciation right expires or terminates for any reason without having been exercised in full, or if any award is cancelied, the
unpurchased shares subject Lo thal expired or terminated option or stock appreciation right or cancelled award continue 1o be counted against the maxinum
number of shares for which options or stock appreciation rights or other awards may be granted (o a participant during a 12-month period. Subject to such
limitations, an individual who has been granted an option or stock appreciation right or other award may, if such individual is otherwise eligible, be granted
additional options or stock appreciation rights or other awards as the Compensation Committee may determine.

Administration of the 2005 Plan

The 2005 Plan shall be administered by the Compensation Committee of the Board of Directors consisting of two or more directors of the Company
who are both (a) “non—employee directors” within the meaning of Rule 16b~3 of the Exchange Act, and (b) “outside directors™ within the meaning of
Section 162(m) of the Code, The Compensation Committee has extremely broad discretion and power in interpreting and operating the 2005 Plan and in
detennining the employees, directors and consultants who shall be participants, and the terms of individual options, stock appreciation rights, restricled
stock, other stock unit awards, performance awards, and dividend eguivalents. To the extenl permitied by applicable law, the Compensation Committee may
delegate 10 one or more directors or officers the authority (o grant awards to employees or officers who are not directors, “covered employees™ whose
compensation is subject to the limits of Section 162(m) of the Code, or officers subject to the shori—swing rules of Section 16 of the Exchange Act. Fora
description of the limitation on deductibility under Section 162(m) of the Cede for compensation paid (o certain executive officers, see ““--Federal Income
Tax Matters—3$1,000,000 Limit on Deductible Compensation.”

‘Types of Awards
Awards under the 2005 Plan may consist of options, stock appreciation rights, restricted stock, other stock unit awards, performance awards or
dividend equivalents. The nature of each of such types of awards is discussed below. Each award will be made by an award agreement whose form and

content shal! be determined by the Compensation Committee in ifs discretion, consistent with €he provisions of the 2005 Plan. The terms of award
agreements for a particular type ol award need not be uniform,

Type of Options

Two Lypes of options may be granted under the 2005 Plan: options intended 1o qualify as incentive stock options (*180s") under Section 422 of the
Code, and options not so qualified for favorable federal income tax treatment (“NSOs™).

Stock Appreciation Rights

The Compensation Committee, in its discretion, may also issue stock appreciation rights to employecs, consultants and dircctors of the Company. A
stock appreciation right is a right to receive a payment based on the increase in the fair market value of a share afler the date of grant. The Compensation
Committee may deterniine, in its discretion, that a stock appreciation right will be paid oul in cash or in shares on its exercise. The number of shares (hat
may be issued on (he exercise of a stock appreciation right shall be determined by dividing: (a) the total number of shares as to which the stock appreciation
right is exercised, multiplied by the amount by which the fair market value of one sharc on the exercise date exceeds the fair market value of one share on
the date of grant of the stock appreciation right, by (b) the fair market value of one share on the exercise dale; provided, howcever, thal fractional shares shatl
not be issucd and in lieu thercof, a cash adjustment shall be paid. In licu of issuing shares on the exercise of a stock appreciation right, the Compensation
Comimiliee may in its sole discretion elect to pay the cash value of such shares. The Compensation Committee will not, however, take any action regarding
a slock appreciation right, or otherwise under the 2005 Ptan, that could subject a pasticipant 1o & penalty tax under Section 409A of the Code.

21



Restricted Stock

The Compensation Commitéee, in its discretion, may also grant awards of resiricled stock to participants. Restricted stock shall be shares granted or
sold to a participant that are subject to vesting restyiclions based on continued employment or atiainment of performance goals,

Other Stock Unit Awards

The Compensation Commitice, in its discretion, may grant other stock unit awards, which arc awards valued in whole or parl by reference to, or
otherwise based on, shares. Other stock unif awards shall be subject {0 such conditions and restrictions as may be determined by the Compensation
Committee, and may be payable in the form of cash or shares.

Performance Awards and Code Section 162(m) Provisions

The Compensation Committee, in its discretion, may issue performance awards (o participants, the payment of which will be determined by the
achievement of perfonmance goals over a performance period. Upon the grant of a performance award, the Compensation Committee shall determine the
relevant performance goals and the performance period. The performance based award provisions of the 2005 Plan permit the Company to grant
performance awards 10 executive officers of the Company whose compensation is subject to the deductibility limit of Section 162(m) of the Code that will
qualify as “performance based” compensation and that will thus be deduclible without regard to the deductibility limit. Similarly, (hese provisions of the
2005 Plan permit the Company 10 provide that the vesting of restricted stock, and the vesting or payment of any other stock unit award, granted to such an
executive officer will be subject to the achievement of the abjective performance goals over a petformance period, and thus satisfy the requirements 1o be
“performance based” compensation which is deductible without regard to the deductibility limit. The Compensation Committee may also grant awards that
alrc r&t “performance based,™ and (hat will be subject to the deductibility limit of Section 162(m), if it determines that such awards are in the best interests of
the Company. !

The performance goals shall be based on the attainment of specificd levels, or growth, of one or any combination of the fottowing: net sales; pretax
income before allocation of corporate overhead and bonus; eamings per share; nel income; division, group of comporate financial goals; return on
slockholders’ equity; return on assels; attainment of strategic and operational initialives; appreciation in and/or maintenance of the price of the shares or any
other publicly—traded securitics of the Company; market share; gross profits; eamings before taxcs; earnings before interest and taxes; eamings before
interest, (axes, depreciation and amortization; cconomic value—added models; comparisons with various stock market indices; reductions in costs; and/or
return on invesled capital of the Company or any affiliate, division or business unit of the Company for or within which the participant is primarily
cmployed. Such performance goals also may be based solely by reference to the Company’s performance or the performance of an affiliate, division or
business unit of the Company, or based upon the relative performance of ofher companics or upon comparisons of any of the indicators of performance
relative to other companics. In selting performance goals, the Compensation Committee imay specify objective adjustiments (o any of the foregoing measures
for items that it determines will not properly reflect the Company's financial performance for these purposes, such as the write=off of debt issuance cosls,
pre—opening and development costs, gain or loss {rom asset dispositions, assel or other impairment charges, litigation settlement costs, and other
non-routine items that the Compensation Commitice foresecs may occur during the performance period. The Compensation Committee may also exclude
the impact of an event or occurrence which the Compensation Committee delermines should appropriately be excluded, including (a) restructurings,
discontinued operalions, and charges for extraordinary items, (b) an event cither not direcily related to the operations of the Company or not within the
reasonable control of the Company'*s management, or (¢) a change in accounting standards required or recommended by generally aceepled accounting
principles.

The performance period shall be determined by the Compensation Cotmnitiee, but shall not be shorler than six months nor longer than five years,
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Performance awards will generally be paid only after the end of the relevant performance period, and may be paid in cash, shares, other property, or
any combination thereof, in the sole discretion of the Compensation Conumitieg at the time of payment.

in the case of any performance awards, restricted stock, or other stock unit award that is intended to constitute “performance based” compensation,
the performance goals and other terms and conditions of the award will be set by the Compensation Committee within the time prescribed by
Section 162(m) and the regulations thereunder. If the performance period is 12 months or longer, such performance goals must be set by the Compensation
Commitiee within the first 90 days of the performance period.

The Compensation Committee may adjust downward, butnot upward, the amount payable to any executive officer of the Company under any award
that is intended (o constitute “perfonnance based” compensation under Scetion 162(m). The Compensation Commitice may not waive the achicvement of
the applicable performance goals under Section 162(m), except in the case of death or disability of the participant, or the occurrence of a change in control
of the Company.

Before the vesling, payment, setllement or lapsing of any resiriclions wilh respect to any award that is intended 1o constitule “performance based”
compensation under Section 162(m), the Compensation Committee shall certify in writing that the applicable performance crileria have been achieved to the
extent necessary for such award to qualify as “performance based” compensation within the meaning of Section 162(m).

The Compensation Cormmitlee shall have the power to impose such other restrictions on awards intended 1o constitute “performance based”
compensation as it may deem necessary or appropriale to ensure (hat such awards satis(y all requirements to constituie “performance based” compensation
within the meaning of Section 162(in), or which are not inconsistent with such reguirements.

Unless affirmative votes representing a majorily of the votes casl under applicable law or rules approve (he continuation of (he “performance based™
compensation provisions of the 2005 Plan at the first duly constituted meeting of the stockholders of the Company that oceurs in the fifth year following the
later of i) effective date of the 2005 Plan or ii) the then most recent re—approval of (he “performance based” compensation provisions of the 2005 Plan, no
awards other than stock options or stock appreciation rights shall be made under the 2005 Plan following the date of such meeting Lo executive officers of
the Company whose compensation is subject to the deduction limit of Section 162(m). Under curiently applicable taw or rules, to be duly constituted, a
majorily of the shares of capital stock outstanding and enfitled 10 vote would have o be present in person or by proxy at the meeting al which stockholders
vote to approve the continuation of the “performance based” compensation provisions of the 2005 Plan,

Dividend Equivalents

The Compensation Commitlee, in its solc discrelion, may determine that a parlicipant who receives an award will also be enlitied 1o receive, currently
or on a deferred basis, cash, stock or other property dividends, or cash payments in amounts equivalent to stock or other property dividends on shares
(“dividend equivalents™) with respect to the number of shares covered by (he award. The Compensalion Commifice may also provide (hat such amounts (il
any) shall be deemed to have been reinvested in additional shares or otherwise reinvested. In the event of a recapitalizalion, rearganization, spin—ofT,
reclassilication, stock dividend, stock split, reverse stock split or similar transaction, the Compensation Committee may, in its discretion, make an
appropriate adjustment to dividend cquivalents.

Option and Other Award Price

The purchase price for shares covered by cach option shali not be less than 100% of the fair market value of such shares on the da_lc of granl, but if"an
ISO is granted to a 10% stockholder of the Company or its subsidiaries (measured by ownership ol voting power), the purchase price of an 1SO shall not be
less than 110% of the fair
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markel value of such shares on the date of grant. The base price for a stock appreciation right shalf not be less than 100% of the fair market value of shares
as of the date of grant. The Compensation Commitiee, in its discretion, may determine the purchase price, if any, for restricted stock, other stock unit
awards, and performance awards.

Exercisability of Options and Stock Appreciation Rights; Vesting of Restricted Stock and Other Awards

The Compensation Committee shall determine when and under what conditions any option or stock appreciation right shall become exercisable and
when restricted stock, other stock unit awards, and performance awards shall become vested. However, there is a limit on the number of options that
become exercisable for the (irst time in any year that can be ISOs. In any year, the options that become exercisable for the first time can be treated as ISOs
only to the extent that the aggregate fair market value of shares of Pinnacle Common Stock (with such fair market value determined as of the date of grant
of (he options) covered by the options does not exceed $100,000. Any options that first become exercisable in the year in excess of this limit shall be treated
as NSOs. The purchase price of shares on the exercise of an option shall be paid in full at the time of exercise in cash or by check payable (o the order of the
Company, or, subject to (he approval of the Compensalion Commilttee and subject (o applicable law, by the delivery of shares of Pinnacie Comimon Stock
already owned by (he participanl, through a “broker’s” exercise involving the inmediate sale or pledge of shares with a value sufficient (o pay the exercise
price, or by any other inethod permitied by applicable faw, The Compensation Commitiee shall determine, in its discretion, the form of any payment lor
restricted stock, other stock unit awards, and performance shares.

Duration of Options and Stock Appreciation Rights

Zach option or stock appreciation right shatl expire on the date specified by the Compensation Committee, but not later than 10 years from the date of
grant. ISOs granted to 10% stockholders of the Company (mcasured by ownership of voting power) shall expire not later than [ive years from the date of
grant.

No Repricing

The Compensation Commiftee has no authority to reprice any option, to reduce the basc price of any stock appreciation right, or cance! any option
when the fair market value of shares is less than the option’s exercise price per share,

Termination of Employment; Death or Disability

If'a participant ceases to be employed by the Company or any of its subsidiarics for any reason other than termination for cause, death oy permanent
disability, (he participant’s options that were vested and exercisable shall remain exercisable until the end of the original term or for a maximum period of
90 days afler the termination of employment, whichever is carlier (uniess otherwise determined by the Compensation Committee in an individual option
agreement or otherwise), If a participant dies or becomes permanently disabled, the participanl’s vested and unvested options shafl be exercisable for the
remainder of their original (erm or for 36 months after the date of death or permanent disability, whichever is earlier (uniess otherwise determined by the
Compensation Commidtee in an individual award agreement or otherwise). After a participant’s death, options may be excrcised by the person or persons lo
whom the participant’s rights pass by will or the laws of descent and distribution. Unless the Compensation Committee determines otherwise in its
discretion, similar rules shall apply to stock appreciation rights. The treatment of each award of restricted stock, other stock unit award, or performance
award on the termination of employtment, death, or disability of the participant shail be determined by the Compensation Commitiee in ils discretion. 1f'a
participant’s employmenl is lerminated for cause, all of his or her awards may be immediately terminated and canceled, in the Compensation Committee’s
discretion.
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Certain Corporate Transactions

Upon the happening of a merger, reorganization or sale of subslantially alt of the assets of the Company or other change of control events specilied in
the 2005 Plan, the Compensation Committce may, in its sole discretion, do onc or morc of the following: (i) shorten the period during which options and
stock appreciation rights are exercisable (provided they remain exercisable for at least 30 days afler the date notice of such shortening is given to the
participants); (ii) accelerate any vesting schedule 1o which an option, stock appreciation right, restricted stock, other stock unit award or performance award
1s subject; (iii} arrange to have the surviving or successor entity or any parent enlity (hereol assume the restricled stock, other stock unit awards, stock
appreciation rights or options or grant replacement options or stock appreciation rights with appropriate adjustinens in the oplion prices and adjustments in
the number and kind of sccurities issuable upon exercise; {iv) cancel options upon payment to the participants in cash of an amount that is the equivalent of
the excess of the fair market value of the Pinnacle Comman Stock (al the effective time of the merger, reorganization, sale or other event) over (he exercise
price of the option 1o the extent the options are vested and exercisable, and ¢ancel stock appreciation rights by paying the value thercof; or (v) make any
other modification or adjustment that the Compensation Committee deems appropriate and fair in its discretion. The Compensation Commitlee may also
provide for one or more of the foregoing alternalives in any particular award agreement.

Rights as a Stockholder

The recipient of an option or stock appreciation right will have no rights as a stockholder with respect to shares of Pinnacle Common Stock covered
by an option or stock appreciation right until the date such recipient becomes a holder of record of such shares, uniess the Cotnpensation Committee, in its
discretion, elects to grant the participant dividend equivalent rights in connection with such option or stock appreciation right. The recipient of restricted
stock or of an other stock unit award wil) generally have all the rights of a stockholder with respect 1o the shares of Pinnacle Common Stock issued pursuant
to such award, including the right to vote such shares, but any dividends and distributions with respect to such shares will gencrally be subjeet to the same
vesting restrictions, if any, as the underlying shares.

Assignability of Options, Stock Appreciation Rights and Other Awards

An [SO granted under the 2005 Plan shali, by its tenms, be non—transferablc by the participant, either voluntarily or by operation of law, other than by
will or the laws of descent and distribution, and shall be exercisable during the participant’s lifetime only by him or her. Any award issued under the 2005
Plan other than an ISQ shall be nontransferable by the participant, cither voluntarily or by operation of law, other than by will or the laws of descent and
distribution, except as the Compensation Committec may determine in its discretion, With the consent of the Compensation Commiltee, an award under the
2005 Plan other than an ISO may be assigned, in whole or in part, during the participant’s lifetime by gift to one or more members of the participant’s
immediate family or 1o a trust for their benefit.

Duration, Termination and Amendment of the 2005 Plan

The 2005 Plan became effective on the date of its adoption by the Board on April 1, 2005. The 2005 Plan shall continue in effect for 10 years
thereafter. The Board of Directors, however, may suspend or terminate the 2005 Plan al any time. However, unless affimnative voltes representing a majority
of the votes cast ander applicable law or rules approve the continnation of the “performance based” compengation provisions of the 2005 Plan at the first
duly constituted meeting of the stockholders of the Company that occurs in the fifth year following the later of i) effective date of the 2005 Plan or ii) the
then most recent re—approval of the “performance based” compensation provisions of the 2005 Plan, no awards other than options or stock appreciation
rights shall be made undet the 2005 Plan following the date of such mecting to executive officers of the Company whose compensation is subject 1o the
deduction limit of Section 162(im). Under currently applicable rules, Lo be duly constiluted, a majority of the shares ol capital stock outstanding and entitled
to voic
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would have Lo be present in person or by proxy at the meeting at which stockholders vote to approve the continuation of the “performance based”
compensation provisions of the 2005 Plan, The suspension or termination of the 2005 Plan will generally not affect the validity of any option, stock
appreciation right, restricted stock, other stock unit award, perfonmance award or dividend cquivalent outstanding on the date of termination,

The Board of Directors may also amend the 2005 Plan at any titne, excepl that the Board of Directors will not amend the 2005 Plan in a way which
violates Rule §6b—3 of the Exchange Act. The Board of Dircclors will not amend the 2005 Plan without obtaining stockholder approval 10 (a) increase the
number of shares that may be the subject of awards under the 2005 Plan, (b) expand the types of awards available under the 2005 Plan, {c) materially
expand the class of persons cligible to participale in the 2005 PMlan, (d) amend any provision prohibiling the Compensation Commiltee from repricing
options or taking similar action, {c) increase the maximum permissible term of any option, () amend (he limits on grants of awards to any participant during
a 12=month period, or (g) make any modification that requires stockholder approval under applicable law. Furthermore, ne amendment of the 2005 Plan

shall amend or impair any rights or obligations under any award theretofore granted under the 2005 Plan without the wrilten consent of the holder of the
affected award.

Federal Income Tax Matters

The following discussion of federal income (ax consequences does not purport to be a complete analysis of all of the potential tax effects of the 2005
Plan. It is based upon laws, regulations, rulings and decisions now in effect, all of which are subject to change, No information is provided with respect to
persons who are nol citizens or residents of the United States, or foreign, state or local tax laws, or estate and gifl lax considerations, In addition, (he tax
consequences o a particular participant may be affected by matiers not discussed above. ACCORDINGLY, EACH PARTICIPANT 1S URGED TO
CONSULT HIS OR HER TAX ADVISOR CONCERNING THE TAX CONSEQUENCES TO HIM OR HER OF THE 2005 PLAN, INCLUDING THE
EFFECTS OF STATE, LOCAL, FOREIGN AND OTHER TAX LAWS AND OF CHANGES IN THE TAX LAWS,

The 2005 Plan is not subject to any of the provisions of the Employee Retirement Income Security Act of 1974 (“ERISA™) and is not qualified under
Section 401(a) of the Code.

Non-Qualified Stock Options

Under current federal income 1ax law, the grant of an NSO has no tax effect on the Company or the participant, If the shares of Pinnacie Common
Stock received on the excreisc of an NSO are not subject 1o restrictions on transfer or risk of forfeiture, the exercise of the NSO will result in ordinary
income to the participant equal to the excess of the fair market value of the shares at the time of exercise over the option price. The participant’s tax basis in
the shares will be equal 1o the option price plus the amount of ordinary income recognized upon the exercise of the option. Upon any subsequent disposition
of the shares, any gain or loss recognized by the participant will be treated as capital gain or loss and will be Jong—term capital gain or loss if (he sharcs are
held for more than one year afier exercise. At the time of recognition of ordinary income by the participant upon exercise, the Company will normally be
allowed to take a deduction for federal income tax purpases in an amount equal to such recognized ordinary income.

If the shares received on the exercise of an NSO arc subject 1o restrictions on transfer or risk of forfeiture (e.g., a vesting condition), differcnt rules
will apply, and the tax consequences will depend on whether the patticipant makes an clection under Section 83(b) of the Code within 3¢ days afler exercise
of the option. [f the participant does not make a Section B3(b) clection, the participant will recognize ordinary income when the shares vest in an amount
equal o the excess of fhie fair market value on the date of vesting over the exercise price. In that case, the participanl’s basis in the sharcs will be the fair
market value of the sharcs on the date of vesling, and the participant’s holding period will begin on the date of vesting. Upon any later disposition of the
shares, any gain or loss that the participant recognizes will be capital gain or loss, and will be long--term capital
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gain or loss if the participant holds the shares more than one year afier vesting. The Company will be allowed a deduction for federal income tax purposes
when Lhe shares vest equat to the amount of ordinary income the participant recognizes.

On the other hand, if the participant makes a Section 83(b) election, the participant will recognize ordinary income at (he time of excrcise equal 1o the
excess of the fair markef value on Lhe date of exercise over the exercise price, The Company will be allowed a deduction for federal income tax purposcs on
the date of exercise equal fo the amount of ordinary income he or she recognizes. The participant’s basis in the sharcs will generally begin on the date of
exercise, and the participant’s basis in the shares will generally be the option price increased by the amount of ordinary income the participant recognized at
the time of excreise. Upon any later disposition of the shares, any gain or loss that the participant recognizes will be capital gain or loss, and will be
long—tertn capilal gain or loss if the participant holds the shares more than ane year after exercise. However, if the participant later forfeits the shares, (he
participant will recognize a capilal loss equal Lo excess (if any) of the oplion price over any amount the participant receives from the Company on the
forfeiture. In other words, if a participant makes the Section 83(b) election and thereby recognizes ordinary income on the date of cxercise, the pasticipant
will receive no comesponding deduction or loss if the participant later forfeits the shares for the amount of ordinary income the participant recognized,

Incentive Stock Options

The federal income tax conseqguences assaciated with ISOs are generally more favorable (o the participant and less favorable to the Company than
those associated with NSOs. Under curren( federal income tax law, (he grant of an ISO does not result in income to the participant or in a deduction for the
Company at the time of the grant. Generally, the exercise of an ISO will not result in income for the participant if the participant does not dispose of the
shares within two years afler the date of grant or within one year afier the date of cxcrcise. If these requirements are e, the basis of the shares of Pinnacle
Common Stock upon a later disposition will be the option price, any gain on the later disposition will be taxed to the participant as long—terim capital gain,
and the Company will not be entitled to a deduction. The excess of the market value on the exercisc date over the option price is an adjustiment (o regular
taxable incomec in determining allernative minimum taxable income, which could cause the participant to be subject to the altemative minimum (ax, thereby
in cffect depriving the participant of the tax benefits of ISO trcatment, If the parlicipant disposes of the sharcs before the expivation of either of the holding
periods described above (a “Disqualifying Disposition™), the participant will have compensation laxable as ordinary income, and the Company will
normally be entitled to a deduction, equal to the lesser of (a) the fair market value of the shares on the cxercise date minus the option price, or (b) the
amoun realized on Lhe disposition minus the option price. If the price realized in any such Disqualifying Disposition of the sharcs exceeds (he fair market
vlalut;’ of the shares on the exercise date, the cxcess will be (realed as long—term or short—tern: capital gain, depending on the participant’s holding period for
the shares.

Stock Appreciation Rights

A participant hokling a stock appreciation right will recognize ordinary income on the exercise of the stock appreciation right equal to the amount of
cash or the fair market value of the shares he or she receives on the exercise. The Company will receive a tax deduction in the same amount. Upon
disposition of the shares acquired, the participant will recognize the appreciation or depreciation on the shares afier the date of grant as either shori—term or
long—term capital gain or loss, depending on how long Lhe shares have been held.

Other Awards

The taxation of an award other than an option or a stock appreciation right depends on whether or not it consists of restricted stock (i.c., stock subject
10 a vesting restriction based on continued employment or altainment of performance goals). If any other stock unit award or a performance award does not
consist of restricted stock, and is not settled in restricted stock, the participant will recognize ordinary income on the receipt

27



of cash or shares equal 10 the amount of cash, or the excess of the fair market value of the shares over the amount (if any) that the participant pays for the
shares. The Company will receive a tax deduction in the same amount. Upen disposition of the shares acquired, the participant will recognize the
appreciation or depreciation on the shares afier the date of grant as cither short—term or long—term capital gain or loss, depending on how long the shares
have been held.

In general, no taxable income will be recognized by a participant at the time restricted stock is granted. Generally, on the date the restricicd stock
becomes vested, the participant will recognize ordinary incoine in an amount equal (o the difference between the fair market value of the shares on the date
the shares vest and the purchase price, and the Company will receive a tax deduction for the same amount. Upon disposition of the shares acguired, the
participant will recognize the appreciation or depreciation on the shates after the date of vesting as either short—term or long-term capital gain or loss,
depending on how long the shares have been held.

Alternatively, a participant may elect to make an election under Scction 83(b) of the Code with respecet (o unvested shares, [f a participant makes a
Section 83(b) clection with the Internal Revenue Service within 30 days from the date of grant, the participant will recognize ordinary income in an amount
cequal to the difference between the fair market value of the shares on the date of grant and the purchase price, and the Company will receive a tax deduction
for the same amount. I{ the participant makes a timely Section 83(b) election, the participant wilt not recognize ordinary income when the shares vest. Upon
disposition of the shares acquired, the participant will recognize the appreciation or depreciation on the shares afler (he date of grant as either shori—term or
long—term capital gain or loss, depending on how long the shares have been held. If the participant forfeits unvested shares, the participant will recognize a
capital loss cqual to the excess (if any) of the purchase price over any amount the participant receives from the Company on the forfeiture. Generally, il the
participant makes a Scction 83(b) clection, and thereby recognizes ordinary income on the date of grant, the participant will receive no corresponding
deduction or loss for the amount of ordinaty income the participant vecoghized if the participant later forfeits any unvested shares.

$1,000,000 Limit on Deductible Non—Performance Based Compensation

Section 162(m) of the Code provides that any publicly—traded corperation will be denied a deduction for compensation paid to cerlain exccutive
officers 10 the extent that the compensation exceeds $1,000,000 per officer per year. However, the deduction limit does not apply to “performance based”
compensation, as defined in Section 162(m). Compensation is performance based compensation if (i) the compensation is payable on account of the
attainment of one or more performance goals; (i) the performance goals are established by a compensation committee of the Board of Directors of directors
consisting of “outside directors™; {iii) the material terms of the compensation and the performance goals are disclosed to and approved by the stockholders
in a separate vote; and (iv) the compensation committee certifies that the performance goals bave been satisfied. The Company believes that, since the
stockholders have approved the 2005 Plan, the slock options and stock appreciation rights granted thereunder will satisfy the requirements to be treated as
performance based compensation, and accordingly will not be subject (o the deduction limit of Section 162(m) of the Code. As discussed above, (he
performance based award provisions of the 2005 Plan permit the Company to grant performance awards Lo executive officers of the Company whose
compensation is subject to the deductibility limil of Section 162(m) of the Code that will qualify as “performance based” compensation, and to provide that
the vesting of restricled stock, and the vesting or payment of any other stock unit award, granted to such an executive officer will be subject to the
achievement of the objective performance goals over a performance period, and thus satisfy (he requircments to be “performance based™ compensation. The
Compensation Committee may also grant awards Lhat are not “performance based,” and that will be subjeet 1o the deductibility limit of Section 162(m), if it
determines that such awards are in the best interests of the Company.

Lxcess Parachute Payments

Under Section 4999 of the Code, certain officers, stockholders, or highly—-compensated individuals (“Disqualified Individuals") will be subject Lo an
excise lax (in addition 10 federal income taxes) of 20% of the
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amount of certain “cxcess parachute payments” which they receive as a result of a change in conirol of the Company. Furthermore, Section 280G of the
Cade prevents the Company from taking a deduction for any “excess parachute payments.” The cash out or acceleration of the vesting of stock options,
stock apprecialion rights, restricted stock, other stock unit awards or performance awards upon a change of control may cause {he holders of such stock
optians, slock appreciation rights, restricled stock, other stock unit awards and performance awards who arc Disqualified Individuals to recognize cestain
amounls as “excess parachute payments” on which they must pay the 20% excise {ax, and for which the Company will be denied a tax deduction,

Secrion 409A Considerations

Section 409A of the Code imposes certain additional taxes on an employee or service provider who receives “deferred compensation™ that does not
comply with Lhe requirements of Section 409A. The Comipany believes that stock options, stock appreciation rights, and restricted stock granted under the
2005 Plan will not constilute “deferred compensation” within the meaning of Section 409A. The Company also believes that other awards under the 2005
Plan that are payable within a limited period of time after vesting will not constitnte “deferred compensation” within the meaning of Section 409A. The
Company intends that awards under the 2005 Plan that constitute “deferred compensation” within the meaning of Section 409A will have terms that
conform with the requirements of Section 409A, so that persons who receive such awards will not be subject to additional taxes under Section 409A,

Special Rufes; Withholding of Taxes

Special tax rules may apply to a participant who is subject to Section 16 of the Exchange Act. Other special tax rules will apply il a participant
exercises a stock option by delivering shares of Pinnacle Common Stock which he or she already owns, or through a “broker’s exercise.”

The Company may take whatever steps (he Compensation Committee deeims appropriate to comply wilh any applicable withholding tax obligation in
connection with the exercise of an option or stock appreciation right or the grani or vesting of restiicted stock, other stock unit awards, or performance
awards, including requiring any parlicipant (o pay the amount of any applicable withholding tax to the Company in cash, The Compensation Commitice
may, in its discretion, authorize “cashless withholding.”

PROP'OSAL 3

RE-APPROVAL OF THE “PERFORMANCE~-BASED"” COMPENSATION PROVISIONS OF THE 2005 EQUITY AND PERFORMANCE
INCENTIVE PLAN TO COMPLY WITH THE REQUIREMENTS OF SECTION 162(M) OF THE INTERNAL REVENUE CODE
(Item No. 3 on Proxy Card)

Background

Inn 2005, the Board of Directors adopted and the stockholders approved the Company’s 2005 Equity and Performance Incentive Plan. The 2005 Plan is
intended to comply with Section 162(in) of the Code and the regulations promuigated thereunder, resulting in the tax deductibility of amounts payable under
the 2005 Plan to the Chiel ixecutive Officer or ather named execulive officers whose compensation is reported in this Proxy Statement as
“performance—based” compensation. In order to extend the time during which amounts payable fo the Chiefl Exccutive Officer or other named executive
officers whose compensation is reported in this Proxy Statement confinue Lo be characterized as “performance—bascd™ compensation, the Company is
submitting the “performance-based” compensation provisions of the 2005 Plan to its stockholders for sc—approval. Continued compliance with
Scction 162(m) of the Code results in the tax deductibility of relaled compensation expense o the Chief Executive Officer or ather named executive officers
whose compcensation is reported in this Proxy Statement for the Company.
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Scction 162(m) denies to a publiciy—held corporation a deduction {rom taxable income for covered compensation in excess of $1,000,000 paid in any
taxable year to the Chief Executive Officet or other named executive officers whose compensation is reported in this Proxy Statement. Covered
compensation does not include amounts payable upon the attainment of performance targets cstablished by a compensation commitice consisting solely of
outside directors if the material terms of the compensation are approved by the company’s stockholders. If the compensation committee has the authority lo
change the performance targets, the “performance~based” compensation provisions must be re—approved at least once every five years. Therefore, the 2005
Plan provides that unless affirmative votes representing a majority of the votes cast under applicable law approve the continuation of the
“performance—based” compensation provisions of the 2005 Plan on or before the first duly constituted meeting of the stockholders of the Company that
occurs in the {iflh year following the effective date of the 2005 Plan, no awards other than stock options or siack appreciation rights shall be made under the
2005 Plan [ollowing the date of such meeting to exccutive officers of the Company whose compensation is subject o the deduction limit of Scetion 162(m).
There have been no material changes to the “performance—based” compensation provisions set forth in the 2005 Plan; however, it has been three years since
the Company’s stockholders initially approved the 2005 Plan. For this reason, the Company is submitting the “performance-based” compensation
provisions of the 2005 Plan (or re—approval by its stockholders,

The five year re~approval requircment does not apply Lo stock options and stock appreciation requirements, which can qualify as
“performance—based” compensation under Section 162(m) il they meet cerlain requirements. We belicve that the stock options and stock appreciation rights
granted under Lhe 2005 Plan meet the requirements o be treated as “performance—based” compensation, and accordingly will not be subject Lo the deduction
limit of Section 162(m), whether or not the stockholders re-approve the “performance—based™ compensation provisions of the 2005 Plan.

Proposal

The re—approval of the “performance—bascd” compensation provisions contained in Atticle X of the 2005 Plan will allow the Company Lo continue to
award incentives with meaningful performance milestones (hat will qualify as “performance-based” compensation under Scction 162(1m) of the Code.
Awards which so qualify will not be subject to the $1,600,000 per person limitation on the income tax deductibility of compensation paid to certain
executive officers that would otherwise be imposed under Section 162(im) of the Code.

If this proposal regarding the re—approval of the “performance~based” compensation provisions of the 2005 Plan does receive the affinnative voles
representing a majority of the votes cast under applicable law, no awards other than stock options or stock appreciation tights shall be made under the 2005
Plan following the date of the first duly constituted meeting of the stockholders of the Company that occurs in the fifilh year following the most recent
re—approval of the “performance=based” provisions of the 2005 Plan to exceutive officers of the Company whose compensation is subject to the deduction
limit of Section 162(tm). If this proposa! does not reccive the affirmative voles representing a majorily of the voles cast under applicable law, no awards
other than stock options ot stock appreciation rights shall be made under the 2005 Plan following the date of (he first duly constituled mecting of the
stockholders of the Company that occurs in the fifth year following the initial effective date of the 2005 Plan to exccutive officers of the Company whose
compensation is subject Lo the deduction limit of Scction 162(m), In short, re—approval of performance based compensation provisions of the 2005 Plan will
extend by three years the time during which the Company can make awards other than stock opfions or stock apprecialion rights undey the 2005 Plan lo
executive officers of the Company whose compensation is subject ta the deduction limit of Section 162(m) and receive tax deductions appurtenant thereto
before having lo seek stockholder re-approval again.

Required Vote

Alfirmative voles representing a majorily of the votes cast “FOR,” “"AGAINST™ or “ABSTAIN" with respect Lo the proposal in person or by proxy
and entitled to vole at the Annual Mecling will be required to approve this proposal, provided that the Lotal votes cast on the proposal represent more than
50% of all shares entitled to vole on the proposal. According to NYSE rules, a vote to “ABSTAIN” on the proposal will be
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considered as a vote cast with respect to such matler, and will have the same effecl as a vote “*AGAINST™ the proposal. Broker non—votes will have no
effect on the proposal, unless the voles otherwise cast coustitute less than over 50% of all sharcs entitled 1o vote on the proposal.

New Plan Bencfits

) For 2008, the dollar value of awards under the 2005 Pian are not currently determinable because such amounts are dependent on the Company's
future performance and future grants which have net yet been determined.

THE BOARD OF DIRECTORS RECOMMENDS A YOTE “FOR” RE-APPROVAL OF THE “PERFORMANCE~-BASED"
COMPENSATION PROVISIONS OF THE 2005 EQUITY AND PERFORMANCE INCENTIVE PLAN TO COMPLY WITH THE
REQUIREMENTS OF SECTION [62(M) OF THE INTERNAL REVENUE CODE.

Performance Goals and 2005 Plan Information

The Compensation Committee, in its discretion, may issue performance awards to participants, the payment of which will be determined by Lhe
achicvement of performance goals over a performance petied. Upon the grant ol a performance award, (he Compensation Committee shall determine the
relevant performance goals and the performance period.

As was the case when stockholders initially approved the 2005 Plan, the performance goals shall be based on the altainment of specified levels, or
growth, of one or any combination of the following: net sales; pretax income before allocation of corporate overhead and bonus; carnings per share; net
income; division, group or corporate linancial goals; return on stockholders’ equity; return on assets; attainment of strategic and operational initiatives;
appreciation in and/or maintenance of the price of the shares or any other publicly—traded securities of the Company; market share; gross profits; carnings
before taxes; earnings before interest and taxcs; earnings before interest, taxes, depreciation and amortization; economic valuc-added models; comparisons
with various stock market indices; reductions in costs, and/or return on invested capital of the Company or any affiliate, division or business unit of the
Company for or within which {he pasticipant is primarily employed. Such performance goals also may be based solely by reference 1o the Company's
performance or the performance of an affiliate, division or business unit of the Company, or based upon the relative performance of olher companics or
upon comparisons of any of the indicators of performance relative 1o other companies. In setting perfonmance goals, the Compensation Commitlee may
specify objective adjustments to any of the foregoing measures for items that it determines will not properly reflect the Company's financial performance
for these purposes, such as the write—off of debt issuance ¢osts, pre—opening and development costs, gain or loss from asset dispositions, asset or other
impairment charges, litigation scitlement costs, and other non—routine items that the Compensation Commitiee foresces may occur during the performance
period. The Compensation Commitice inay also exclude the impact of an event or occurrence which the Compensation Comimnitiee determines should
appropriately be excluded, including (a) restructurings, discontinued operalions, and charges for extraordinary items, (b) an event either not directly related
10 the operations of the Company or nol within the reasonable control of the Company’s management, or {¢) 4 change in accounting standards required or
recommended by gencrally accepted accounting principles,

The performance period shall be determined by the Compensation Committee, but shail not be shorter than six months nor longer than five years.

Performance awards will generally be paid only afler the end of the relevant performance period, and may be paid in cash, shares, other property, or
any combination thereof, in the sole discretion of the Compensation Committee at the timie of payment.
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‘Fhe Compensation Committee may adjust downward, bul nol upward, the amount payable (o any exccutive officer of the Company undcr any award
that is intended to constite “performance—based” compensation. The Compensation Committce may not waive the achicvement of the applicable
performance goals, except in the case of death or disability of the participant, or the oceurrence of a change in control of the Company.

Before the vesling, payment, settlement or lapsing of any restrictions with respect to any award that is intended to constitute “performance~based”
compensation, the Compensation Commitiee shal! certify in writing that the applicable performance criteria have been achieved to the extent necessary for
such award o qualify as “performance-based” compensation within the meaning of Section 162(m) of the Code.

The Compensation Commitiee shall have the power Lo impose such other restrictions on awards intended (o constitute “performance—based” )
compensation as it may deein necessary or appropriate to ensure that such awards satisfy all requirements to constitate “performance—based” compensation
within the meaning of Section 162(m), or which are not inconsistent with such requircments.

Unless affirmative votes represcuting a majority of the votes cast under applicable law or rules approve the continuation of the “petformance-based”™
compensation provisions of the 2005 Plan on or before the {irst duly constituled meeling of the stockholders of the Company that occurs in the fifth year
following the effective date of the 2005 Plan or at {he {irst duly constituted meeting of the stockholders of the Company that occurs in the fifth year
following the re—approval of the “performance—based” compensation pravisions of the 2005 Plan, no awards other than stock options or stock appreciation
rights shall be made under the 2005 Plan following the dale of such meeting to executive officets of the Company whose compensation is subject (o the
deduction limit of Section 162(m). Under currently applicable Jaw or rules, 1o be duly constituted, a majority of the shares of capital stock outstanding and
entitled to vote would bave to be present in person or by proxy at the meeting at which stockholders vole to approve the continuation of the
“performance—based” compensation provisions of the 2005 Plan,

This sumtnary description of the 2005 Plan is qualified by reference to the summary description of the 2005 Plan in Proposal 2 above and to the 2005
Plan, a copy of which is attached to this Proxy Statement in Appendix B.

PROPOSAL 4

APPROVAL OF AMENDMENT TO AMENDED AND RESTATED DIRECTORS DEFERRED COMPENSATION PLAN
(Itetn No. 4 on Proxy Card)

Backpround

In 1991, the Board of Directors adopied and the stockholders approved the Company’s Amended and Restated Directors Deferred Compensation
Plan. The Directors Plan permits each director of the Company to elect 1o defer receipt of all or a portion of his compensation in his capacity as a director,
and Lo receive such deferred compensation either in the form of cash or in the fonn of shares of Pinnacle Common Stock, The Directors Plan was last
amended in May 1999 10 increasc the number of shares that are issuable under the Directors Plan, The Dircetors Plan currently provides for the issuance of
up to 275,000 shares of Pinnacle Comman Stock to directors of the Company. As of March 27, 2008, 231,409 shares of Common Stock had been allocated
to the directors’ accounts under the Directors Plan. Accordingly, the Board ol Directors has determined that it is in the best interest of the Company to
replenish the number of shares that inay be granted under (he Directors Plan.

The Company is also making amendments 10 the Directors Plan in order lo replace references to “Hollywood Park,” the Company's former name,
with Pinnacle Entertainment, Inc,
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Proposal

The termss of the Directors Plan, as currently in effect, are described below under “Summary of the Directors Plan.” The Dircectors Plan is attached in
this Proxy Stalement as Appendix C and reflects the proposed amendment to the Dircetors Plan. The propased amendment Lo the Plan would increase the
number of shares of Common Stock that may be issucd under the plan by 50,000 shares.

The Board of Directors belicves (hat the proposed amendment Lo the Directors Plan will enhance the Company's ability 10 attract and retain persons of
outstanding competence to serve as ditectors by allowing, a1 each director’s eleclion, to reccive payment of all or a portion of their compensation in the form
of shares of Pinnacle Common Stock and by giving them an increased stake in the Company and its future.

Accordingly, stockholders are requested 10 approve the amendment to the Dircciors Plan to increase the maximum number of shares of Pinnacle
Common Stock that may be issued under the Disectors Plan to 325,000 and (0 make amendments to the Directors Plan to replace references to the
Company’s former name with Pinnacle Entertainment, Inc.

Required Vote

Aflirmative voles representing a majority of the votes cast “FOR,” *AGAINST” or “ABSTAIN” with respect {o the proposal in person or by proxy
and cnlifled to vote at the Annual Mecting will be required to approve this proposal, ptovided that the total votes casl on the proposal represent more than
50% of ali shares entitled to vole on the proposal. According to NYSE rules, a vote 1o “ABSTAIN" on the proposal will be considered as a vote cast with
respect Lo such matter, and will have the same effect as a vole *AGAINST” the proposal. Broker non—votes will have no cffect on the proposal, untess the
voles otherwise cast constitute less than over 50% of ail shares entitled to vole on the proposal.

New Plan Benefits
For 2008, the dollar value of awards under (he Directors Plan are not currently determinable because such amounts arc dependent on futwre
compensation not yel earned by the directors.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” APPROVAL OF THE AMENDMENT TO THE AMENDED AND
RESTATED DIRECTORS DEFERRED COMPENSATION PLAN.
Summary of the Directors Plan

The following is a summary of the key provisions of the Direclors Plan, assuming that stockholders approve this Proposal 4. This summary does not
purport to be a complete description of all the provisions of the Directors Plan, and it is qualified in its entirety by reference to (he full text of the Dircctors
Plan. A copy of the Directors Plan is attached as Appendix C 1o (his Proxy Statement. Any stockholder who desires to obtain a copy of the Directors Plan
may do so by wrilten request to the Secretary of the Company, at 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169.

Term of Directors Plan

The amendment Lo the Directors Plan shall become cffective upon stockholder approval of this Praposal 4 at the Annual Meeting, and the Directors
Plan, as amended, wilt remain in effect until terminated by Lhe Board of Directors of the Company.
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Shares Subject to the Directors Plan

The Company shall not be required 1o reserve or otherwise set aside funds or shares of Pinnacle Common Stock for the payment of its obligations
hereunder. The Company shall make available as and when required a sufficient number of shares of Pinnacle Common Stock 1o meet the needs of the
Directors Plan. The shares to be issued under the Directors Plan are authorized and unissued shares or shares which have been reacquired by the Company.

‘The maximum number of shates of Pinnacle Common Stock that can be issued pursuant to the Directors Plan, if the amendment to the Directors Plan
is approved, will be 325,000, This amount represents an increase from the 275,000 shares issuable under the current Directors Plan.

Eligibility and Participation

Participation in the Directors Plan is limited to directors of the Company. All such directors are cligible to participale, except for Mr. Lee who docs
not receive any separate compensation for his service as the Chaimian of the Board. It is anticipated that (he Company will have eight directors who are
cligible to participate in the Directors Plan on the effective date of 1he amendment Lo the Directors Plan.

Administration of the Directors lan

‘The Directors Plan shall be adininistered by the Board of Dircclors. The Board of Directors shall have Lhe discretion and power to inlerpret provisions
of the Directors 'lan, to compute amounts to be credited to and distributed from directors' accounts under the Directors Plan, o prcscrib(;, amend and
rescind rules and regulations relating to the Ditectors Plan and to make all other determinations it deetns necessary or advisable (o administer the Directors
Plan.

Deferred Compensation

Each director may clect to defer all or a portion of his or her compensation received in his or her capacity as a director. Such election must be made
by cach cligible director six months prior 1o the beginning of the calendar year for which such delerals will apply. Such clection will continue until the
participaling dircctor tenminates such clection in writing and such terminafion shall take effect six months aficr such notice is given. Any such deferred
compensation will be credited to a deferred compensation account, either in cash or in shares of Pinnacle Common Stock, at cach director’s election. As of
the date (he director’s compensation would otherwise have been paid and depending on the ditector’s election, the director’s deferred compensation account
will be credited with either (a) cash, (b) the number of full andfor fractional shares of Pinnacle Common Stock obtained by dividing the amount of the
director’s compensation which he or she elected to defer by the average of the closing price of Pinnacle Common Stock on the principal stock exchange on
which Pinnacie Common Stock is listed (or, if the shares arc not Jisted on a slock exchange, the NASDAQ National Market System) on the last fen business
days of the calendar quarter or month for which such compensation is payable, or (c) a combination of (a) and (b).

All cash amounts crediled to the director’s deferred compensation account shall bear interest at an amount Lo be determined from time 1o time by the
Board of Directors.

If a director has clected (o allocate his or her deferred compensation (o shares of Pinnacle Cominon Stock, such director's deferred compensation
account shall be credited at the end of each calendar quarter with the number of full and/or fractional shares of Pinnacle Common Stock oblained by
dividing the dividends which would have been paid on the shares credited o the director's deferred compensation account as of the dividend record date, if
any, occurring during such calendar quarter if such shares had been issued and outstanding shares of Pinnacle Common Stock on such dale, by the closing
pricc of Pinnacle Common Stock on the principal stock exchange on which Pinnacle Cotnmon Stock is listed (o, if the shares are not listed on a stock
exchange, the
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NASDAQ National Market System) on the date such dividend(s) was paid. In addition, if the Company declares a dividend payable in shares of Pinnacle
Common Stock, the director”s deferred compensation account shall be credited at the end of each calendar quarter with the number of full and/or fractional
shares of Pinnacle Cominon Stock which sbares of Pinnacle Common Stock such director would have been entitled to il such shares had been issued and
outstanding shares of Pinnacle Common Siock on the record date for such stock dividend(s).

However, the direclors shall not have any interest in the cash and/or Pinnacle Common Stock credited to their deferred compensation accounts until
distributed in accordance with the Directors Plan, and shall not have any voting rights with respect to such shares until shares credited to heir deferred
compensation accounts are distributed. The rights of a director to receive payments under the Directors Plan shatl be no greater than ¢he rights of an
unsecured general creditor of the Company.

Deferred amounts under the Directors Plan shall be distributed, either in a lump—sum or in equal installments not to ¢xceed 15 years at the
participating dircctor’s election, in the calendar quarter immediately foflowing cessation of (he participating dircctor’s service as a director of (he Company.
If a director should die before all amounts eredited under the Directors Plan shall have been paid, the unpaid balance in the participating director’s account
shall be paid promptly.

PROPOSAL S

RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS
(1tem No. 5 on Proxy Card)

The Audit Commitiee has appointed Deloilte & Tonche LLP to0 audit the Company's consolidated financial statements for the 2008 fiscal year and to
audit the Company'’s effectivencss of inlemal control over financial reporting as of December 31, 2008. This appointment is being presented to stockholders
for ratification at the Annual Meeling. Stockholder ratification of the appointment of Deloitie & Touche LLP as the Company’s independent auditors is not
required by the Company's Restated Bylaws or otherwise. The Company is submitling the appointiment of Deloitte & Touche LLY fo stockholders for
ratificalion as a matter of good comorate practice. If the stockholders fail to ralify the selection, the Audit Committee will reconsider whether to retain
Deloitte & Touche LLP. Even if the sclection is ratified, the Audit Commitiee in its discretion may direct the appointment of’ a different independent audit
fim at any time during the year if it determines that such a change would be in the best interests of the Company and its stockholders.

Representatives of Deloitte & Touche LLP arc expected (o be prese at the Annual Meeting. They will have an opportunity 1o make statcments if
they desire and will be available to respond Lo appropriate questions.
Required Vote

The action of the Audit Commil(ce in appointing of Deloitte & Touche LLP as the Company's independent auditors for the 2008 fiscal year will be
ratified upon the approval by the affirmative vote of a majority of the votes cast “FOR” or “AGAINST™ the proposal, Abstentions and broker non—vetes
will have no effect on the ontcome of the vote on this proposal.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE RATIFICATION OF THE APPOINTMENT OF DELOITTE &
TOUCHE LLP AS THE COMPANY’S INDEPENDENT AUDI'TORS FOR 'FHE 2008 FISCAL YEAR.
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Audit and Related Fees
Fees Paid to Independent Auditor

g The following table shows fees that (he Company paid (or accrued) for professional services rendered by Deleitie & Touche LLP for fiscal years 2007
and 2006.

Fee Category 2007 2006
Audit Fees $ 1,914,700 $ 1,558,454
Audit-Related Fees 0 0
Tax Fees 811,658 611,068
All Other Fees 0 0
Total All Fees $ 2,726,358 $ 2,169,522

Audit Fees

Audit fees for 2007 and 2006 relale to professional services rendered by Deloitte & Touche LLP in connection with reviews of the {inancial
statements included in the Company’s Quarterly Reports on Form 10-Q, certain procedures in connection with registration stalements and prospectus
supplemenis and other offering documents, and the audit of the Company’s [inancial statements and effectivencss of internal control over financial reporting
{as required by the Sarbanes—Oxley Act).

Audit—Relured Fees

Except as described above, Deloitte & Touche LLP did not bill any fees for, or provide to the Company, any assurance or related services (such as
employce benefit plan audits, internal control reviews, atlest services that are nol required by statute or regulation) rendered in 2007 or 2006 that are
reasonably related to the performance of the audit or review of the Company’s financial statements.

Tax Fees
Fees billed for 2007 and 20006 relate to tax compliance and lax advice and planning services rendered by Deloitte & Touche LLP.
All Other Fees N

Except as described above, Deloitle & Touche LLP did not bill the Company far any fees for, or deliver or render to the Company, any other products
ar services in 2007 or 2006.
Audit Committee Pre—Approval Policies and Procedures

The Audit Commitice has adopted formal policies and procedures with regard to the approval of all professional services provided (o the Company by
Deloitte & Touche LLP. Below is a summary of the 2007 policies and procecures,

With regard lo *Audit” services, in 2007, the Audil Committee pre—approved the proposed budget for Deloitte & Touche LLP's audit and
Sarbanes—Oxley attestation of the Company’s {inancial statements, plus up to an additional amount for audit services not included in the budget.

With regard Lo “Audit-Related” services, in 2607, the Audit Committee pre—approved the expenditure of up o a certain amount for services included
on a prc—aprrovcd list. The Audit Committee’s policy is to use Deloittc & Touche LLP only if {hese services more logically can be performed by the
accounting firm than by other qualified accounling firms,
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With regard to “Tax" services, in 2007, the Audit Committec pre—approved the expenditure of up {o a certain amount for services included on a
pre—approved list. The Audit Commiltee’s policy is 10 use Deloitte & Touche LLP only if these services mare logically can be performed by the accounting
firm than by other qualified accounting (irms,

With regard to “Other” services, in 2007, the Audit Commitice pre—approved (he expenditure of up o a certain amount for services inciuded on a
pre~approved list. The Audit Committee’s policy is 1o use Deloitte & Touche LLP for such services only if it has been determined that (a) Deloitte &
Touche LLP’s services are “synergistic” and utilizing Deloitic & Touche LLP creates efficiencics, minimizes disruption or preserves conlidentiality or
(Ib) Deloittc & Touche LLP possesses unique or superior qualifications (o provide such services. The Audit Committee is able to pre—approve exccplions to
this pelicy.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Philosophy and Objectives

The key objectives ol our compensation programs are (o atlract, retain and motivate well-qualified executives who will support the rapid growth and
development of our Company in a dynanic industry, We assembled our current icam of key exceutives several years ago and, under their leadership, we
have experienced significant profit improvement from our existing operations, We have also completed or are undertaking major projects in St. Louis city
and county, Missouri; Lake Charles, Louisiana; Baton Rouge, Louisiana; and Allantic City, New Jersey, involving significant capital expenditures over the
next several years. We believe that continuity of our management team is important (o ensure the suceessful completion of these projects and for our
Company 1o continue to seck, obtain, finance, design, build, open and operate other successful properties. It is therefore importat to motivate, retain, and
reward our executives commensucaie with their success. '

More specifically, our programs arc designed to:

+  Position Execulive Pay Commensurate with Performance. We seek 1o pay al compelitive median levels of compensation for median

performance, well above competitive levels for oufstanding achievement, and well below competitive levels for poor performance over a
multi—year time horizon;

+  Pravide Superior Upside Opportunity. We encowrage bigh—performing and valuable executives to stay with the Company over the long=term
through highly leveraged incentives, with an emphasis on superior rewards for superior performance. We believe thai this high-risk, high reward
approach to compensation is attraclive to successful and highly qualified executives; and

+  Provide Tax—Efficient Savings Vehicles lo Exccutives. As allowable under the law, we believe that providing our exceutives with attraclive and
tax--effective opportunilies Lo save lheir compensation under non—qualified deferred compensation programs enhances their tics to the Company;
minimizes potential distractions caused by concems over long—term income security; and improves the Company's available cash flow for
further investment to enhance stockbolder value.

We do nol allocate between cash versus non--cash compensation and short—tenm versus long-term compensation based on specific percentages.
Instead, we belicve that the compensation opportunity for executives should be gencrally in line with the prevailing markel when evaluated over the
long—term, and (hat performance incentives should be more heavily weighted than base salarics and other fixed components of compensalion.

Role of Executive Officers und Ouiside Advisors in Compensation Decisions

Our compensation decisions on senior executive and director compensation are made by the Compensation Committee, which is composed entirely of
independent outside members of our Board of Directors, and Compensation Committee decisions are generally ratified by our full BBoard of Directors, with
M. Lec abstaining as to his compensation. The Compensation Commiuee periodically receives recommendations from our principal executive officer,

M. Lee, and consulis with outside, nationally—recognized independent compensation consultants, as it deems appropriale. The Compensation Commitice
uses the independent compensation consultants (o help determine whether the total compensation of our named executive officers is competitive but nol
overly generous, determine whether each element of compensation paid 1o our named executive officers is competitive and focuses executives on achieving
our goals, and evaluate proposed changes in the types and tevels of compensation paid lo our named executive officers.

In fiscal 2007, the Compensation Commiltee engaged two separate compensation consultants: Mercer Human Resource Consulting (“Mercer”) was
engaged in carly 2007 to assess executive pay levels relative Lo
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market practices and develop recommendations regarding the Company’s executive deferred compensation and retirement plans. In late 2007, RAF
Advisors, LLC (which has changed its name to Farient Advisors LLC in carly 2008 and is referred to as “Farient™ herein) was retained to update the
competitive review of market practices and to assist the Compensation Committee in assessing specific recommendations regarding deferred compensation
and retirement plans put forth by management, This review and analysis was requested by the Compensation Committce. Farient serves at the discretion of
the Compensation Committee and does no other work for the Company other than that authorized by the Compensation Commitiee. The Compensation
Commitiee belicves that it is critical for the compensation consultant to meet with management, especially our Chief Executive Officer, for input on other
executives and for perspective on the impact of compensation recommendations.

In addition 10 recommendations put forth by Mr. Lee, other members of our excecutive leam are involved in the compensation process by assembling
dala to present to the Compensation Committee and by working with the outside independent compensation consultants to give (hem the information
necessary Lo enable them o complete their reports.

Compeltitive Pay Comparisons

_ With the assistance ol outside advisors, the Compensation Committee also considers information on the executive compensation from a peer group of
publicly traded companics and compensation surveys. The Compensation Commitlce uses the data available from these sources to assess Lhe reasonableness
of the Company’s compensation praclices aver Lime and Lo test the alignment of pay with pesformance.

In 2006, the Compensation Cominittee reviewed pay practices for a peer group of approximately 15 companies primarily in the gaming and
hospitality industry, but also included some companics in the financial and private cquity fields. The Compensation Commitice included financial and
private equily companices in the peer group because several members of our key management team have been drawn from such companies in the past. In
2007, as part of its annual assessment of peers, the Compensation Cominittee determined that the gaming and hospitality industry adequately reflects the
competitive market for lalent in our industry and provided pertinent data that was more readily available. Therelore, the financial and private equity
companies were no longer included in the analysis for 2007.

Specifically, for 2007, the peer group consisted of Ameristar Casinos, Inc., Boyd Gaming Corp., Isle of Capri Casinos, Inc., Las Vegas Sands Comp.,
Wynn Resorts, Lid., Aztar Corp., Harrah's Entertainment, Inc., Penn National Gaming, Inc. and Station Casinos, Inc., alt of which are in the gaming and
hospitality industry. En addition, with the assistance of Farient, the Compensation Commitice reviewed broader market data (rom compensation surveys with
a focus on the hospitality and leisure industry. Farient’s analysis determined that the pay practices for exceutives in these related industries was largely
consistent with Pinnacle's more targeted peers, and therefore provided an additional and more extensive comparison for compensation.

Elemenis Of Compensation
For the fiscal years ended December 31, 2007 and 2006, the principal components of compensation for named executive officers weve:

«  base salary;

«  bonuses; “
*  stock options;

«  restricted stock;

«  deferred compensation; and

+ all other compensation, including perquisites.
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In addition, cach of cur named executive officers is eligible for certain change in control payments and related tax gross ups. The role of these
clements in promoting the objectives of our compensation program is explained below.

Base Salary

We intend the base salaries of our named execulive officers Lo provide a minimum fevel of compensation for highly qualified executives. The base
salaries of our named executive officers were determined in the course of negotiations over their employment agreements; in those employment agreements
we were assisted by counsel and, where appropriate, qualificd compensation consullants. We believe thal the base salarics of our named executive officers
in total approximate the market median foy salaries that peer group companies pay to similar officers and that this positioning is appropriate 1o support our
objeclive of aligning pay with performance.

Bonuses

We intend that bonuses paid to owr named executive officers will reward them for the achievement of successful financial performance over a
relatively short period of time. In addition, it is important that we recognize and reward executives for successfully supporting the development of our
long—tenn property development projects, To this end, exccutives are evaluated on a subjective as well as a quantilative basis, with the input of the Chiel
Executive Officer, taking into consideration the Company’s financial results, progress on long-term developments, and cach executive’s specific area of
responsibility and contributions 10 overall success. Successful short~term financial performance and progress on long—term project development are
important to our business and to the creation of stockholder value.

The parameters for Mr. Lee’s bonuses under Section 162(m) of the Code are set forth in his employment agreement, which was the subject of
negatiation between Mr. Lee and the Company. Mr. Lee can cam annual bonuses of up 1o 150% of his annual salary, with a fargeted bonus of 75% of his
amnual salary, based on meeting cerlain performance largets with respect (o our earnings before interest, taxes, depreciation and amortization (“"EBITDA™),

The Compensation Committee establishes E3ITDA~based targets annually near the beginning of each year. The Compensation Committee generally
sets the EBITDA-based targels so as to fit into the Company's overall budget, and so that Mr. Lee’s total cash compensation will be competitive with the
cash compensation of successful chief executive officers of peer group companies if the targets are met,

The EBITDA target is typically based on our total EBITDA with certain adjustments determined at the beginning of the year, which we refer to as
adjusted EBITDA. Adjusted EBITDA for 2007 was defined as earnings before interest income and cxpense, income taxes, depreciation, amortization,
pre-opening and developiment costs, non—cash share—based compensation, merger temination procecds, asset impairment costs and wtite—downs,
corporate level litigation settlement costs, gain (loss) on sale of cerlain assets, gain (loss) on sale of marketable securities, minority interest, loss on carly
extinguishment of dcbt and discontinued operations.

For 2007, the adjusted EBITDA threshold was $143.9 million, at which Mr. Lee would receive a bonus of 37,.5% of his base salary. If the adjusted
EBITDA was below $143.9 million, Mr. Lee would receive no bonus. The adjusted EBITDA targel was $173 million, at which Mr. Lee would receive a
bonus of 75% of his base salary. The adjusted EBITDA maximuim was $183 million, at which Mr. Lee would receive the maximum bonus of 150% of his
base salary. These largets compared with our actual adjusted EBITDA calculated on the same basis for 2006 and 2005 of approximately $162 million and
$128 milhon, respectively, The Compensalion Commitlee certifies in wriling that the targets have been met before the bonus is paid. Since Pinnacle
achieved an adjusted EBITDA of approximately $169 million for the 2007 fiscal year, as reported in our carnings release furnished in a Current Report on
Form 8-K filed on ¥February 26, 2008, Mr. Lec received a bonus of slightly less than 75% of his base salary.
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The Compensation Commillee may defer payment of a porlion of the bonus until 2 later date in order to encourage executive retention. The
Compensation Committee has deferred 30% of Mr. Lee's bonus for 2007; the deferred portion of the bonus does not acerue interest, is an unsecured
obligation of the Company, and will be paid in three equal instaliments in January of 2009, 2010 and 201 1. The Compensation Commitiee has deferred 50%
of Mr. Lee's bonus for 2006; the deferred portion of the bonus does not accrue interest, is an unsecured obligation of the Company, and was or will be paid
in three equal installments in January of 2008, 2009 and 2010. Mr. Lee will reccive the deferred portions of his 2007 and 2006 bonus only il he is employed
on the scheduled payment date, dies, becomes disabled, terminates his employment for “good reason,” is tenminated by us without “causc” under his
employment agreement, or he has a termination of employment that would entitle him to change in control payments under his employment agreement. To
the extent necessary 10 prevent Mr. Lee from being subject to a penalty tax under Section 409A of the Code, payment of the deferred amounts will be
delayed six months after his termination of employment.

‘The bonuscs of our other named cxecutive officers are determined in the sole discretion of the Compensation Committee, based on consultations with,
and recommendations of, Mr. Lee. The factors that determine the bonus ol cach of our other named execulive officers are the individual contribution of the
named executive officer (0 the success of our business for the year, and faimess and proportionalily of the named executive officer’s compensation for the
year when compared with the compensation for the year of our Chief Executive Officer and the other named executive officers, and the Company’s overall
financial performance for the year, cach considered in the Compensation Commmittee’s discretion and upon the Chiel Executive Officer’s recomnendation.
The Chief Executive Officer and the Compensation Commiltce apply these factors subjectively in setting the bonus of cach of the other named cxecutive
officers. In 2007, the Compensation Committee awarded the following bonuses to our other hamed executive officers: Wade W. Hundley-$500,000,
Stephen . Capp—$475,000, Alain Uboldi-$365,000, and John A. Godfrey—$350,000. The Compensation Commiltee may decide to defer a portion of cach
of such bonus to cach named executive officer. The Compensation Committec deferred 25% of the 2007 bohuses and 2006 bonuses of the other named
executive officers. The 2007 and 2006 deferred bonuses do nol acerue inierest, are an unsecured obligation of Pinnacle. The 2007 deferred bonuses will be
paid in three equal annval installments in January of 2009, 2030 and 2011. The 2006 deferred bonuses have been or will be paid in three equal annual
installments in January of 2008, 2009 and 2010. To reccive the deferred bonus, each named exectitive officer must continue (o be employed by us on the
deferred payment date, unless he dies, becomes disabled, terminates his employment for “good reason,” is terminated by us without “cause” under his
employmen( agreement, or has a lenmination of employment that would entitle him to change in conlrol payments under his employment agreement. To the
extent necessary to prevent the exeeutive officer from being subject 1o a penalty tax under Section 409A of the Code, payment of the deferred amounts will
be delayed six months afier his termination of employment.

We believe that the base salary and bonuses (laken together and disregarding the deferral aspects) paid 1o our named executive officers for 2007 are
competitive with the opportunitics provided by our peers in the gaming and hospilality industry and commensurate with performance, In addition, our peers
do not generally require the mandalory deferral of annuai incentives paid Lo (heir executives, which further reduces the curvent value of our compensation
relative to peers while simultancously enhancing the retention elements ol our pay programs.

We also consider, and may award, special bonuses when one or more named executive officers has ot have made significant contributions to our
achievement of important goals. For example, afier our bid for Aztar Corporation resulted in our receipt of a merger termination fee of approximatety $78
mitlion ($45 million after fees and expenses), we awarded special bonuses in 2006 lotaling $950,000 to certain of our named executive officers. The
Compensation Commitice awarded such special bonuses in recognition of the exceplional initiative and hard work involved in such bid, the posilive
outcome 10 the Company, and the benefits of encouraging similar initiative and hard work in the future. In the case of Mr. Lee, the special bonus awarded in
2006 was in addition to the EBITDA~based bonus paid under the terms of his employment agreement, The Compensation Comniitiee retains the discretion
to award special bonuses 1o Mr. Lee in future years in addition to his EBITDA-
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based bonus if il determines that he has imade significant contributions 1o our achicvement of important goals that arc not fully compensated by his
EBITDA-based bonus, No such special bonuses were awarded for fiscal 2007 (o any of our named exceutive officers.

Stock Options

We believe that awards of stock options 1o our named executive officers provide a valuable incentive for them and helps align their interests with that
of our stockholders for periods of time longer than a few fiscal ycars. We belicve that stock oplions are a vital component of our philosophy of
compensating named exccutive officers for successful results, as they can realize value on their stock options only if the stock price increases on a sustained
basis.

We also believe that unvested options are a significant tool to chcourage retention. We favor longer vesting periods, usually five years, (han is
common at many other companies, The longer vesting period encourages our named executive officers (o think aboul our long--term development. It also
creales greater hkelihood of in—the—money, unvesied options, which will encourage a named executive officer to remain with us rather than exploring other
promising opportunities. Unlike many companics, we have generally not awarded oplions cvery year (o each named executive officer, but usually consider
cach named excentive officer for new grants every two or three years while prior grants remain partially unvested. [n 2007 and 2006, we did not award
stock oplions Lo any of our named executive officers. By having overlapping grants with a five—year vesting period, and assuming that our stock price rises,
our named exceutive officers will gencerally bave in—the—money, unvested options at all times.

Historically, because we have not granted stock options every year, the relative value of cach grant of options to our named executive officers is often
greater than the value of annual grants to similar officers of companies in our peer group. However, in subscquent years, no grants are made, and we believe
that, on an annualized basis, the value of the option grants to our named execulive officers is smaller than the value of option grants 1o similar officers of our
peer companics, Our Compensation Committee determines the size of each grant, afier receiving advice from Mr. Lee and, where appropriate, from owtside
consultants. Our Compensation Committee generally considers option grants when a named executive officer is hired. Stock option grants are awarded as of
the date of the Compensation Committee’s meeting. The exercise price of each stock option is the closing price of our stock on the day of the Compensation
Cominittee’s meeting. The Compensation Committee docs not delegate to management or others its decisions regarding stock options granted to named
executive officers. The granting of stock options usually occurs on an employee’s date of hire, anniversary date ot the date of a regularly scheduled board
mecting. The Compensation Committee may or may nolt have non-public infortation on that date, which some may deemn as material, and generally docs
not take this into consideration in determining whether or not ta grant options.

Restricted Stock

In 2006, to recognize the extraordinary efforts of our named cxecutive officers in that year, we granted certain amounts of restricted stock to them. To
encourage our named executive officers to remain with us, the restricted stock is subject Lo a five~year vesting scheduie. We granted restricted stock in that
year as a further enhancement to retention, as restricted stock maintains its value even during short-term cyclical downturns in our stock price or our
industry overall, We believe that, even with the grants of restricted stock, the value of our equity awards on an annualized basis 10 our named executive
officers is less than the value of equily awards to similar named executive officers of our pecr companics. We note that the grant of restricted stock is a trend
among public companies. We may accordingly make similar grants of restricled stock in the future, although we did not do so in any year prior to 2006 or
during 2007.
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Exeeutive Deferred Compensation

In addition to the deferral of bonuses that may be mandated by the Compensation Commitlee, we offer an cleclive deferred compensation program for
our senior executives under the Executive Delerred Compensation Plan, or the Executive Plan, The objectives of the deferred compensation plan are to help
attract and retain highly—qualified exceuntives by providing an attractive tax deferred savings opportunity. As explained more fully below, executive oflicers
may elect to defer a portion of their salary and bonuses each year into a non—qualified deferred compensation account, which is an unsecured obligation of
the Company lo pay compensation at a later date.

During 2007, we conducted a comprehensive review of our long~term savings and retirement benefits for execulive officers. The purpese of this
review was (o ensure that our top exccutive tcam would have an appropriate and competilive opportunity to provide for income in their retirement,
supporied by the Company, thereby allowing them to focus maximum time and attention on the long~term needs ol the Company and its businesses without
facing the distraction of their own financial planning. As part of this review, we considercd several alternatives including a supplemental executive
retirement plan which would provide a fixed retirement annuity benefit as well as modifications to the existing nonqualified deferred compensation plan. In
the process of conducting his review, the Compensation Committee and management were cach advised by independent compensation consultants.

The Compensation Commitiee determined thal it would be appropriale to amend the Executive Plan, ¢ffective January 1, 2008, so that a schioy
executive could elect to use deferred salary and bonuses to “fund™ his own retirement benefit, payable as an annwity by the Company upon retirement. As
with all deferrals, such funding is hypothetical only, and the annuity option remains an unsecured obligation of the Company. The annuity clection added Lo
the deferred compensation plan beginning in 2008 provides our cxecutives with benefit opportunitics similar (o what they could receive under a more
waditional defined benefil pension, but based on their own savings rather than being paid for by the Company. This executive—paid annuity option helps
support cxecutive retirement planning and provides an attractive, tax efficicnt savings vehicle consistent with our pay for performance approach to
compensation,

We accordingly amended the Exccutive Plan. Under the amendment, the option to use deferred salary and bonuses to fund a retirement annuity
benefit was limited 10 a select group of top senior executives whose attention and dedication the Company’s business is most critical and who we believe
would be most likely to participate in, and bencfit more from, the annuity option,

In addition (o reviewing (he payout options under the plan, we also ¢valuated (he interest rates applied to deferrals under (he plan and determined that
our exjsting interest rate structure was unusual relative to market practices and unduly punitive, especially as compared to a typical, unsecured long—tcnn
creditor to {he Company. We determined that this rale structure was discouraging participation and significantly limiting the effectiveness of what is
intenided to be an attractive executive benefit plan,

More specifically, prior (o 2008, amounts thal a participating named executive officer elected 1o defer under our Executive Plan were credited with
interes( at 3% per annum for 2005, 2006 and 2007 deferrals. A 3% rate is well below the rate paid 1o the Company’s long—term creditors and does not
reflect the investment risk of the Company, However, if a participating cxecutive died, became disabled, or retired, such participant’s benelits would be
recalculated with an interest rate of 10% per annum, which is a rate of retum that is more comparable to the rate of return on a long—term, unsecured
obligation to Pinnacle, If emplayment terminated for any other reason, the coinmittee that administers the Execulive Plan (which currently is the
Compensation Committec), in its sole discretion, could decide to use the 10% rate to determine the amount that should be credited to such participating
executive’s account, The intent of such discretion was to allow us to distinguish between employees whe leave Lo pursue interests unrelated to our activities
and employees who leave to pursue activitics that might be at odds with our interests, such as working for a competitor.
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The Compensation Committee determined, with the advice of independent compensation consultants, that the possibility of obtaining only a 3%
interest rale was discouraging participation in the Executive Plan. Accordingly, for 2008 and later periods, we amended the Exccutive Plan so that amounts
deferred into the Exccutive Plan will be credited with a floating rate of interest. For deferrals made in 2008, this floating rate will be tied (o the yiclds on
30—year U.S. treasury bonds, pius five pcrcenlagc points, compounded quarterly, We believe that this rate will more closely approximate our very long term
borrowing costs for unsccured, subordinated and covenant-light obligations. The Compensation Committee has the discrefion {o change the floafing
crediting rate for deferrals under the Exccutive Plan on a prospective basis as of the beginning of any quarter except for deferrals allocated to the executive’s
annuity payoul option. Because 10% approximated the yields on 30—year U.S. (reasury bonds, plus five percentage points, as of December 2007, and
because the prior 3% or 10% inlerest ratc rule was considered punitive for a long~term creditor to the Company, we vested each participant in the Exccutive
Plan in the 10% interest facior on his account balance under the Excecutive Plan as of December 31, 2007 and climinated 1he possibility that patticipants
would only receive 3% on their prior savings.

For deferrals into the annwity option, the Compensation Committee has the discretion to sct the [loating rates for new deferrals at the time that the
clections (o defer are made, but cannot change the interest rate formula prospectively on these deferral amounts once an clection is made. The rationale for
this fixed—formula approach for the annuity election is thal the deferral period for the annuity option is typically much longer than for other deferral
elections, and execulives will not be able to plan for a targeled amount of anhuity payments in retirement if the Compensation Commillee can change the
rales of retum al any time between now and an executive’s retirement.

Deferrals that were deducted from salaries and bonuses in 2004 and earlier years were nol subject to the 3% or 10% interest rates and will not be
subject to a floating rate going forward, Insicad, cach participating executive may select from a list of hypothetical investment funds among which deferred
contributions shall be allocated. Although a participating exccutive's deferred compensation will not be invested directly in the selected hypothetical
investment funds, his deferral compensation account attributable to deferrals of salary and bonus in 2004 and earlier years shall be adjusted according to the
performance of such finds.

Our employment agreements with our named executive officers provide that they will receive certain payments, including tax “gross-up” paymenls,
if we undergo a change in control. The Compensation Committee and our Board of Direclors believe that the prospect of such a change in control would
likely result in our namned executive officers facing personal uncertainties and distractions from how a change in control might affect them. The objective of
providing pre—defined change in control benefits is to allow the named executive officers to focus solely on the best interests of our stockholders in the
event of a possible, threatencd or pending change in control, and encourage (hem (o remain with the Company during any transition period following a
change in control, This change in control plan therefore serves as an important retention tool during any period of uncertainty to cosure that personal
interests do not dilute our named exccutive officers’ complete focus on promoting stockholder value. The details of such arrangements are discussed more
fully in the section entitled “Employment Agreements and Change in Control Provisions” befow.

Our employment agreements with our named exccutive officers provide that they will receive certain payments if we undergo.a change in control.
The employment agreements of onr named executive officers, other than Mr. Lee, essentially provide for “doubiec trigges™ change in control paymeults; i.c.,
the named exceutive officer does not receive his payments automatically on the occurrence of a change in control, but must cither be discharged by the
Company without “Cause” or quil the Company for “Good Reason” (e.8., because he is demoted), within six months before or 24 months after the
occurrence of a change in control. Thus, the change~in—control payments are essentially compensation for being fired or forced out of a job in connection
with a change in control. However, the nammed excculive officers, other than Mr. Lee, can receive change—in—control paymeis if they quit the employ of the
Company for any reason at least 12 months but not later than 24 months
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afier the occurrence of a change in control. This provision essentially compeusates the named executive officers for remaining during a 12-month transition
period afier the occurrence of a change in control, but permits them to receive the compensation if, at the end of that time, they find that the Company is
now an undesirable place to work. Thus, this provision functions as a retention bonus 1o assist in an orderly transition in the event of a ¢hange in control by
giving ouy pamed cxccutive officers an incenlive 10 remain employed during the 12 months after a change in control.

‘The change in control provision in Mr. Lee’s employment agreement penmits him fo receive the change in control payments if he is lerminated or if
he leaves for any reason within six months before or 24 months afier the change in control, Mr. Lee must resign to seceive the change in control benefits.
The reason for this provision for Mr. Lee is that, for the Chief Exccutive Officer of a publicly—traded company, a change in control will alinost invariably
affect the powers, role and reporting relalionship of the executive. To the extent that a change in control occurs, the employment agreement gives Mr, Lee
the right to depart the Company and receive the change in control benefits if he deems his position to have been negatively affected by the change without
the need to demounstrale an objective, adverse effect such as a reduction in compensation, If the change is not negative, the employment agreement allows
Mr. Lee 1o stay with the Company and no severance payments will be made.

As discussed more fully below, effective January 1, 2008, we amended our Exccutive Plan 10 provide certain benefits upon a change in control (or
senior executives who elect (o use deferrals of salary and bonuses to fund an annuity benefit under the Plan. These benefits include an obligation to purchase
a commercial annuity on behalf of each executive upon a change in control and pay certain tax obligations associated with the transfer of the annuity 1o the
executive. The amended provisions of the Executive Plan limit participation in the plan so thal the cwnulative payments that we would be obligated t¢ make
under the Plan will be limited. -

We believe that the gross—up provisions are necessary (o enable our named executive officers (o realize the full benefit of their change in control
payments. These provisions also enable named exccutive officers 10 assist the Board of Directors in analyzing any offers thal might be made for acquisition
of control of the Company without the distraction of worrying about the negative tax consequences that they might otherwise incur. Approximately half of
the companies in our pecr group provide such gross—up payments to their named exceutive officers.

All Other Compensation

All Other Compensation for cur named executive officers includes, among other things, matching contributions to our 401(k) plan, perquisites and
related (ax gross ups.

We allow named executive officers and their families 10 use the corporale aircrafl to atiend Pinnacle meetings or other Pinnacle business events, but
in gencral only when the atrcrall is otherwise traveling for business purposes and there are emply scats. At times, such as New Year’s Eve or other casino
player e¢vents, it is to Pinnacle’s benefit (o invile spouses Lo such evenis, even though such spouses generally are not employees or officers of Pinnacle. I a
named execulive officer must recognize laxable income on such air travel, we make a cash payment o him to gross him up for the income tax liability.
Messrs. Lee’s and Capp's families traveled with them on 7 and 2 trips, respectively, for Pinnacle business events during 2007 on our aircrafl. This resulted
in taxable income to Messrs, Lee and Capp, which taxes Pinnacle paid on their bebalf. This resulted in $23,146 and $2,898 of income for Messrs. .ce and
Capp, respectively, in 2007, These “gross—up” payments are included in the “All Other Compensation™ column in the Summary Compensation Table
below.

Impact of Section 162(m)

Section 162(m) of the Code generally disaliows a tlax deduction Lo public companies for compensation over $1,000,000 paid to each of the company’s
chief exccutive officer and the four other most highly compensated
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officers, except for compensation hat is “performance based.” Our general intent is to provide compensation awards to our named executive officers so that
most, if not all, awards will be deductible without limilation. However, we may make compensation awards that are not deductible if our best interests so
require. In addition, in recent years, we have not had to pay income tax duc (o loss carry—forwards, tax depreciation (particutarly from new properties) and
financial leverage. We believe that our new properties and the financial Jeverage resulting from their construction will result in much of our cash flow from
operalions not being subject to cutrent income taxation over the next few years, limiting the impact of Section 162(m) as it related 1o current compensation

practices.

Summary Compensation Table

The following table scis forth the compensation paid to the Chief Executive Officer, Chicf Financial Officer, and each of the three highest paid
executive officers of Pinnacle other than the Chief Exccutive Officer and Chief Financial Officer for the fiscal years ended December 31, 2007 and 2006.

Name and Principal

Position Year

Danie! R. Lee 2007

Chairman of the Board of Directors and Chicf 2006
Exceutive Officer

Stephen M. Capp 2007

Exccutive Vice President and Chicf Financial 2006
Officer

Wade W, Hundley 2007

President 2006

John A. Gadfrey 2007

Exceutive Vice President, Secretary and General 2006
Counscl

Alain Uboldi 2007

Chief Operating Officer 2006

Non~-Equily

Incentive Plan

Change in

Compensation !
(§|:ction l(|2_(|n) Nopn‘;]r::ll_::izlcd
Stock Option Comy ) “ony i All Other

Salary Bonus Awards Awards Farnings Comypensation Total

®m (O] ®(© Q1) ® () (Q10] ®@® &)
$1,000,000 S 0 $93330 S$ 901,200 $ 733275 § 34511 § 47,600  $2,809,926
S 875000 $500,000 526,922 $1,152,045 S 1,312,500 8 23,526 S 26,507 $3,916,500
S 500,000 S§$475000 831,110 § 345617 S 0 S 0 S 25383 $1.377.110
$ 432,154 $700,000 S 8974 S 345617 8 ¢ 3 0 s 5,500 $1,492,245
$ §50,000 §$500,000 S$62220 § 279572 § 0 3 0 S 22,693 §1,414,485
$ 477308 §$580,000 $17,948 § 343742 S 0§ 0 S , §1,424,498
S 425000 $350,000 S3i,110 § 279,027 S 0 S 5701 § 24,524  S1,115,362
S 393,500 $425000 S 8974 S 345000 S [V 1,614 S 5,500 $1,179,588
S 425000 $365000 S$3),110 S 201,179 § g S 43,386 S 10,773 §1,076,448
S 388,654 $340000 $ 8974 § 216580 S [V 23,569 8 4433 § 982210

(a) Reflects amouwnts actually camed in 2007 and 2006. Mr. Lec's anmual basc salary was raiscd from $875,000 to $1 million, effective January 1, 2007. Effective June 13, 2006, the
annua! base salaries of our other named cxccutive officers were raised as foflows: Mr. Capp—from $360,000 10 $500,000; Mr. Hundley—from $400,000 10 $550,000;
Mr. Godfrey-from $360,000 10 $425,000; and Mr. Uboldi-from $350,000 to $425,000.

(&)

Includes special bonuses paid in 2006 in conncetion with our receipt of merger lermination fecs from Aztar Corporation. The amounts in this cotumu for Mr. Lee do not include (he

bonus (hat he carned based on pre-established performance targets. Those amounts arc included in the “*Non~Equity Incentive Plan Compensation™ column of ihis lable. A portion of
ion and Analysis--Elements of Compensation-—Ionuscs™ section above.

the annual bonuses reflected in 1his colwmn are deferred as gi

©

Standard No. 123(R) (“FAS 123R™) (excluding estimates of forfeitures related 10 service—based vesting conditions), §or a discussion of valuation
these amounts, see Note 8 to our audiled financial statements, included within Pinnacle’s Annuel Reports on Form ) 0-K for the fiscal years ended Deectuber 31, 2007 and

December 31, 2006.
(@
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fiscal years in nccordance with FAS 123R (cxcluding estimales of forfciturcs related to service—-based vesting conditions). IFor a discussion of valuation assumptions vsed in
calculation of (hese amounts, sce Note 8 to our audited financial statements, included within Pinmacle’s Annual Reports on Form 10-K for the fiscal ycars ended December 31, 2007
and December 31, 2006, Pursuant to Jtem 402 of Regulation of $-K, we are required to disclose the comy ion cx| iculated in il with FAS 123R, which is a
non—cash share-based compensalion charge for stock options granted in prior years that vested in 2006 and 2007. Such SFAS 123R expense is calculated as of the grant date of the
option bascd upon a grant date fair valuc, Such grant date fair value is calculated wsing the sharc price as of the grant date, as well as various assumptions that will change over time,
including the expected volatility of our stock and a risk—(icc rate of return. Such expense js not re—calculated at any time subscquent to the grant date, repardless of changes (o the

ions used in the calculation, and is cxpensed over the vesting period of the asseciated slack oplion, regardiess of when, if at all, a stock option is exercised. Therefore, a

company may incur an expense for a vested oplion that is never exereised duc 10 cither an individual departing when the stock option is out~of-the-money, or the stack option
simply expires unexereised.

Althis time, no named excewtive officer has exercised any of his options over the past five years, cven though cach of them is substantially vested in his options. In addition, bnsed on
our closing pricc on Mareh 27, 2008, appraximately 40% of the stock oplions included in the caleulation of compensation expense for this table arc out-of-the—money. Such
out--of-the-money options reflect approximately 82% and 69% of the stock—option compensation cost included in this table for the years ended December 31, 2007 and 2006,
respestively. Specifically, for the 2007 and 2006 cxpenscs, the out-of-the-moncy options reflect the following portions of the non--cash option award compensation charge,
respectively: Mr. Lee--100% and 78%; Mr, Capp--50% for cach periad; Mr. Hundley-—80% and 65%; Mr. Godfrey--62% and 56%; and Mr. Uboldi--~90% and 84%.

‘The amount in this column for Mr, Lee includes the benus that he carned based on achicvement of pre-cstablished performance targets, a portion of which was deferred to be paid in
future ycars. For a more detailed discussion of this bonus, sce the *“—Compensation Discussion and Analysis---Ik of Comp i Bonuses™ scclion above.

Amounts reflect the 2007 and 2006 theorctical incremental camings for contributions inte the Exccutive Deferred Comy ion Plan, or Excewlive Plan, that are subject to the
potential 10% annust rate of return (sce "Exceutive Deferred Compensation Plan™ below) compared to an annual rate of return of 5.56%, which rate is 120% of the monthly
long—term Applicable Federal Rate of 4.64% for Janvary 2007 and January 2006. As more fully discussed below, named cxecutive officers may contribute to the Executive Plan and
reccive a potesttial aimual vate of retum of 10% for their deferrals since January t, 2005. As such rale exceeds 120% of the Applicable Federal Ratc of 5.56%, the Summary

Comy ion Table includes the theoretical incremental retum a mamed exceutive officer coutd carn at the 10% annual yetum rate versus the 5.56% rate, Mr. Capp docs not

participate in the Executive Plun, Mr. Hundley has not contyibuled into the I ive Plan since 2004; camings on his defermals, therefore, arc based on hypothetical investment fund
alternatives, which we do not consider 1o be preferential.

For Mr. Lee, All Other Compensation in 2007 includes $21,146 for a tax gross up related to use of the corporate aircrafl, matching contribution to the 401(k) plan of $4,714 ang
includes executive medical benefits, IFor Mr. Capp, All Other Comy ion in 2007 includes 52,898 for a (ax gross up retated 10 nse of the corporate aircraft, matching coniribution
to the 481(k) plan of §5,625 and includes cxecutive medical benefits and Lax services. For Mr. Hundley, All Qther Comy ion in 2007 includes a hing contribution 1o the
401(k) plan of $5,625 and cxcewive medical benefits. For Mr. Godfrey, All Other Compensation in 2007 includes a malching contribution 1o the 401 (k) plan of $3,834 and exceutive
medical benefits and tax services, For Mr, Uboldi, All Other comy ion includes a matching contribution 1o the 401 (k) plan of $5,625,

Employment Agreements and Other Change in Control Provisions
Daniel R. Lee’s Employment Agreement

On December 21, 2006, we enlered into a Second Amended and Restated Employment Agreement cffective as of Oclober 3 1, 2006, with Daniel R.

Lee, our Chiel Exccutive Officer and Chairman of the Board of Directors, or the “Lee Employment Agreement,” The Lee Employment Agreement amended
and restated the prior employment agreement between the Company and Mr. Lee for the primary purpose of amending (he termination provisions, including
the vesting of options and (he availability of other benefits upon terminalion, to conforin those provisions more closely to similar provisions in the
employment agreements of the other named executive officers,

Mr. Lee's salary and bonus are as follows:

* M. Lee's annual base salary under the Lee Employment Agreement remained at the rate of not less than $875,000, which was (he rate under his
prior employment agreement, subject to increases {rom time o time in the sole discretion of our Compensation Commitiee. Mr, Lee's salary was
increased to §1 million cffective as of January 1, 2007,

+  Mr. Lee is also entitled 1o earn bonuses with respect to each year of the tenm up to 150% of his annual salary with a targeted bonus of 75% of his
annual salary based upon meeting performance targets with
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respect to our camings before interest, taxes, depreciation and amortization that shall be established by the Compensation Commitiee in
consultation with Mr, Lee. Mr. Lee may also receive special bonuses in addition to his annual bonus cligibility at the discretion of the Board or
the Compensation Committee. For example, on May 26, 2006, the Compensation Commiltee approved a special bonus of $500,000 payable to
Mr. Lee in conneclion with the termination of Pinnacle merger agreement with Aztar Corporation, in which Pinnacle was paid a $78 million
break—up fee, before fees and expenses.

The provisions of the Lee Employment Agreement relating to the May 2005 grant lo M. Lee of an option to purchase 600,000 shares of Pinnacle
Common Stock remain unchanged, except for the provisions relating 1o acceleration of vesting. Such stock option, which consists in patt of an incentive
stock option and a non—qualified stock option, vests in five equal annual installments beginning on May 3, 2006 and is subject to accelerated vesling in
cerlain circumstances.

In addition, before the May 1, 2008 renewal date and at appropriate times thercafier, but no Tess (requently than within 40 months of the prior review,
the Compensation Committee will review Mr, Lee’s long—term compensation and, in consultation with Mr. Lee, shalt consider granting additional stock
options and/or other long term incentive compensation to Mr, Lee.

The Lee Employment Agreement provides for an initial term ending on April 30, 2008 and will automalicaity renew for successive one--year periods
thereafier unless notice of non—renewal is provided in writing by cither party at least 90 days before the end of the then—current term.

The Lee Employment Agreement provides for severance paynients with and without a change in control event, Specifically, if Mr. Lee’s employment
is terminated by us without “cause” or he terminales for “good reason,” as defined in the Lee Employment Agreement, on or within 6 months before or 24
months following a “change of control,” as definsed in the Lee Emplayment Agreement, (his is considered a “Change—of—Control Termination,” the terms of
which are described below. If Mr. Lee's employment is terminated by us without cause or by Mr. Lee for “good teason” more than 6 months prior to a
“change of control” or after 24 months following a “change of contiol,” or if Mr. Lee is terminated due to death or disability, this is considered a
“Non—Change of Canlrol I'erminalion,”

For a Non~Change of Control Termination, Mr. Lee is entitled to certain payments including:

»  (he balance of the term, but in any event no less than 150%, times the sum of his salary then in effect and a targeted bonus amount. The targeted
borus amount is equal to the greater of* (i) Mr. Lee's bonus in the year prior 1o lermination or (ii) the average of the annual bonuses paid (o
Mr. Lee for the past three consccutive years, including all deferred amounts;

< apro rala share of the annual bonus for the year of terminalion;

+  accelerated vesting of certain of Mr. Lee’s outstanding stock options, as explained in more detail below; and

«  continuation of health benefits coverage for Mr. Lee and his dependents and disability insurance coverage for Mr., Lee for specilied periods
following termination, which is generally five years in the case of death or disability and the balance of the term but in no event less than
1—1/2 years following lermination in other cases.

In the casc of death or disability, such payments are made in a lump sum.

For a Non—Change of Control Termination, the acceleration of the vesting of Mr. Lee's outstanding stock options will be based on the following
schedule:

+ i the lerminalion occurs on or before the first anniversary of the opfion grant date, 1/3 of the options will be vested and cxercisable as of Lhe date
of wermination;
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»  ifthe termination occurs afler the first anniversary and on or before the second anniversary of the option grant dale, 2/3 of the oplions will be
vested and exercisable as of the date of termination; and

+  if the teymination oceurs afler the second anniversary of the option grant dale, all of the oplions will be vesled and exercisable as of the date of
termination.

For a Change~of~Control Termination, Mr. Lee is entitled 10:

*  receive an amount equal to 2 1/2 times his basc salary plus 2 1/2 times the largest annual bonus, inchiding all defecred amounts, paid to him during
the three years preceding the “change of control”;

« apro rated bonus for the year of lermination based on the targeted bonus for such year;
< accelerated vesting of all outstanding stock options; and

+  continuation of health benefits coverage lor Mr. Lee and his dependents and disability insurance coverage for Mr, Lee for specified periods
following termination, whicly is generally five years.

Because “good reason™ under the Lee Employment Agreement is defined to include the occurrence of a “change of control,” Mr. Lee wil) receive his
change of control benefits if he voluntarily terminates his employment for any reason within 6 months before or 24 months following the occurrence of a
change of control.

All amounts payable under this scverance benefit shall be paid in a lump sum within 30 days of termination. However, no paymen(s under the Lee
Employment Agreement shall be made to Mr. Lee at a time (i.c., within six months following termination) or in a form that would subject him to a penalty
1ax of Scction 409A of the Code, or the 409A Tax. If any payment would, because of its timing or form, subject Mr. Lee to the 409A Tax, such payment
shall instead be paid at the earliest time thal it could be paid without subjecting him (o the 469A Tax, and shall be paid in a form that would not subject
Mr. Lece to the 409A Tax. This amount is referred 1o as (he Deferred Amount. We will place an amount in a “rabbi trust™ with an independent (rustee
reasonably acceptable to Mr. Lee cqual 10 the Deferred Amount plus the simple interest at the prime rate that will accrue thercon.

[f any such payment would subject Mr. Lee 10 an excise tax under Scction 4999 of the Code, he will generally be entitled 1o receive an additional tax
gross—up payment from Pinnacle.

Certain non—competition, no~hire-away, and non-solicitation covenants apply to Mr. Lee for specified periods following the termination of his
emptoyment under certain circumstances. In the cvent of a Non—Change of Control Termination or a Change—of-Control Termination, the covenant not to
compete shall not apply and the term of the no—hire—away policy shall be limited to 6 months from the date of termination,

The Lee Employment Agreement amends cexlain provisions relating Lo the vesting and exercisability of existing stock options. The principal change
that the Lee Employment Agreement makes to existing stock options is that, in the event of a Change of Conlrol Termination, the vesting of atl stock
oplions—rather than of options under a schedule similar to that set forth above in connection with Non—Change of Control Terminations ——will be
accelerated.

Employment Agreements with Other Named Executive Qfficers

On October 6, 2006, we entered into employment agreemenls elfeclive as of Junce 13, 2006, with cach of; Wade W. Hundley, our President;
Stephen H. Capp, our Exccutive Vice President and Chiel Financial Officer; John A. Godirey, our Executive Vice President, General Counsel and
Secretary; and Alain Uboldi, our Chicl Operating Officer. We refer Lo these agreements colleclively as the “Employment Agreements” and to Messrs.
Hundiey, Capp, Godfrey and Uboldi, collectively as the “Executives,”
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The Employment Agreements supersede prior agreements between us and the Exccutives, Mr. Hundley's prior employment agreement was scheduled
to expire on March 31, 2007, Mr. Capp's on January 11, 2007, Mr. Godfiey's on September 1, 2007 and Mr. Uboldi’s on December 22, 2006.

Our Executives’ annual base salarics under their respective Employment Agreeiments, which are subject 1o increases from time to time in the sole
discretion of our Compensation Commillee, are:

«  $550,000 for Mr. Hundley;

*  $500,000 for Mr. Capp;

= $425,000 for Ms. Godfrey; and
*  $425,000 for Mr. Uboldi.

The Exccutives will be entilled (o eam bonuses with respect to cach year of the term, the amount of which will be determined in the sole discretion of
the Compensation Commitlee, based on consultations with, and recommendations of, our Chief Executive Officer.

) The Employment Agreements provide for an initial term of three years ending June 13, 2009 and will automatically renew for successive one—year
periods thereafier unless notice of non—renewal is provided in writing by cither party at least 90 days before the end of the (hen—current term.

The Employment Agreements provide for severance payments with and without a change in control event. Specifically, if any Exceutive’s
employment is tcrminated by us without “cause” or he terminates for “good reason,” as defined in the Employment Agreements, on or wilhin 6 months
before or 24 months follewing a “change of control,” as defined in the Employment Agreements, this is considered a “Change—o(~Control Termination,”
the terms of which are described below, [ any Lixecutive's employment is terminated by us without cause or by the Executive for “‘good reason” more than
6 months prior to a “change of control” or after 24 months following a “change of contral,” or if the Excecutive is terminated due to death or disability, this is
considered a “Non—Change of Conirol Termination.”

For a Non-Change of Control Termination, the Exccutive is entitled Lo cerlain payments including:

o 150% times the sum of the Exccutive's salary then in effect and a targeted bonus amount, which is equal to the greater of i) the Executive’s
bonus in the year prior to termination or ii) the average of the annual bonuses paid to the Executive for the past three consecutive years, with
certain deferred bonus amounts inciuded in certain circumstances;

»  apro rata share of the annual bonus for the year of termination;
+  accelerated vesting of certain of the Exccutive’s outstanding stack options, as explained below; and

«  continuation of health benefits coverage for the Lxecutive and their dependents and disability insurance coverage lor the Executive for specified
periods following termination, which is generally, five years in the case of death or disability and 18 months otherwise.

For a Non—Change of Control Termination, (he acceteration of the vesting of the Exceutive's outstanding stack options will be based on the following
schedule:

+  if the lermination occurs on or before the first ansiversary of the option grant date, 1/3 of the options will be vested and exercisable as of the date
of lermination;

< if the termination occurs after the first anniversary and on or before the second anniversary of the option grant date, 2/3 of the options will be
vested and excrcisabie as of the date of termination; and
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» i the termination occurs afley the second anniversary of (he option grant date, all of the options wil! be vesled and exercisable as of the date of
termination.

For a Change—of—-Conlrol Termination, the Executive is entitled to:

*  rececive an amount equal to two limes his base salary plus two times the largest annual bonus paid te him during the three ycars preceding the
“change of coutrol™;

*  aprorata annual bonus for the year of termination based on the targeted bonus fot such year;
»  accelerated vesting of all outstanding stock options; and

+  continuation of health benefits coverage for the Exceutives and their dependents and disability insurance coverage for the Execulive for specified
periods following termination, which is generally five years.

All amounts payable under (his severance benefit shall be paid in a lumyp sum within 30 days of termination. However, no payments under the
Employment Agreements shail be made to any Executive at a time (i.e., within six months following termination) or in a form thal would subject such
Exccutive o a 409A Tax. If any payment would, because of its timing or form, subject any Executive to the 409A Tax, such payment shall instead be paid
at the carlicst time that it could be paid without subjecting the Exceutive to the 409A Tax, and shall be paid in a form that would not subject the Executive to
the 409A Tax. We will place an amount in a “rabbi trust” with an independent trustee reasonably acceptable 1o the Bxecutive equal to the Deferred Amount
plus the simple interest at the prime rate that will accruc thereon,

_ Ifany such payment would subject the Executive to an excise tax under Section 4999 of the Code, he will generally be entitled to receive an
additional tax gross—up payment from Pinnacle.

Certain non—competition, no—hirc—away, and non—solicitation covenants apply {o each Executive for specified periods following the termination of
his employment under certain circumslances. In the event of a Non—Change of Control Termination, the covenant not to compete shall not apply. In the
event of a Change~of-Control Termination, the covenant not to compete shall not apply and the term of the no~hire—away policy shall be limited to
6 months from the date of tennination,

The Employment Agrecements amend certain provisions relating to the vesting and exercisabitity of existing stock options. The principal change that
the Employment Agreements make to exisling stock eptions is hat, in the event of a Change of Control Termination, the vesting of all stock options-—rather
than of options under a schedule similar to that set forth above in connection with Non—Change of Control Terminations—-will be accelerated.

Other Change in Control Provisions

In addition to the Employment Agreements, our Executive Deferred Compensation Plan, or the Executive Plan, provides cerlain benefits upon a
change in control. Effective January |, 2008, we amended the Company's Executive Plan to provide certain benefits and tax gross—ups upon a change in
control for senior executives who elect to use deferrals of salary and bonuses Lo fund an annuity benefit under the Executive Plan. The amended provisions
of the Excentive Plan limit the cumulative payments that we would be obligated 10 make 1o the participants as a whole following a change in control under
the Plan, as described more fully below under “Executive Deferred Compensation Plan™. Pursuant Lo the restricted stock agreements governing the grants of
restricted stock to each of our named cxcculive officers in October 2006, in the event of a termination of such named executive officer's employment (or
any reason, with or without cause, including as a result of death or disability, the shares of restricted stock shatl vest or be terminated and canceled on the
same basis as provided for unvested stock options in such named exccutive officer’s applicable cmployment agreement, I employment is terminated for
cause, all of the shares of restricted stock of such named executive officer may be immediately terminated and canceled, in the Compensation Committee’s
discretion.
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Table Showing Benefits of a Termination due to Death or Disability

The following table sets forth the amounts payable under the employment agrecments of cach of the exccutive officers named in the Summary

Compensation Table in the event of a termination due o death or disability. The amounts in the table assume (hat the termination took place on

December 31, 2007, The closing price of Pinnacle Common Stock on such date was $23.56.

Value of Oplions nnd
Cash Restricted Stock (hat Have VYalue of Medical Gross-Up
Severance Accelerated Vesting Continuntion Amount Totat
Name ) (a) ()] 9) (b) 3 8
Daniel R, Lee $5,525,646 3 3,378,080 $ 107,660 —— $9,011,386
Stephen H. Capp $2,135,000 $ 1,316,883 3 107,660 - $3,559,543
Wade W. Hundley $2,280,000 $ 583,373 3 107,660 -— $2,971,033
John A. Godfrey $1,663,749 $ 312,720 $ 107,660 — $2,084,129
Alain Uboldi $1,704,999 $ 313,140 $ 107,660 e $2,125,799

(@)  These amounts iuclude cash severance payments mandated by cach cxecutive officer’s employment agreement, as well as bonus amounts camed in

2006, 2005 and 2004, payment of which was deferred by the Compensation Committee,
®)

These amounts are estimaics based on a blended rate for the executive officers, which includes a base COBRA cost and incremental costs for the

portion of the premiums that Pinnacle pays. The cstimated amounts are given because of certain Health Insurance Portability and Accountability Act
ol 1996 (“HIPAA™) privacy regulations and are cxpected 10 be close 10 the true rale for the individual,

Table Showing Benefils of a Termination Without Cause or by Good Reason other than in Connection with a Change in Control

The following table sets forih the amounts payable under the employment agreements of each of the exccutive officers named in the Summary
Compensation Table in the event of a termination without causc or by the employee for good reason other than in connection with a change in control. The
amounts in the table assume that the termination took place on December 31, 2007. The closing price of Pinnacle Common Stock on such date was $23.56.

Yatuc of Options and

Cash Restricted Stock that Have Value of Mcdical Gross—Up
Severance Accclerated Vesting Continuntion Amount Total
Name (8} (2) (%) ) ) (5) )
Danicl R. Lee $5,525,646 $ 3,378,080 $ 32,298 — $8,936,024
Stephen H. Capp $1,838,125 3 1,316,883 $ 32,298 - $3,187,306
Wade W. Hundley $1,967,500 $ 583,373 3 32,298 — $2,583,171
Jolm A, Godfrey $1,444,999 $ 312,720 $ 32,298 0 $1,790,017
Alain Uboldi $1,476,874 $ 313,140 $ 32,298 — $1.822,312

(a)  Thesc amounts include cash severance payments mandated by cach executive officer’s employinent agreement, as well as bonus amounts earned in

2006, 2005 and 2004, payment of which was deferred by the Compensation Comimitice.

) These amountis are estimaics based on a blended rate (or the exceutive officers, which includes a base COBRA cosl and incremental cosls for the
portion of the premiums that Pinnacle pays. The estimated ainounts are given because of certain HIPAA privacy regulations and are expected Lo be

close 10 the true rate for the individual,
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Tabie Showing Benefits of a Change in Control

The following lable sets forth the amounts payable under the employment agreements of ceach of the executive officers named in the Summary
Compensation Tablc in the event of a termination in connection with a change in control event and, where applicable, a second triggering event. T he
amounts in the table assume that the triggering event took place on December 31, 2007, The closmg price of Pinnacle Common Stack on such date was
$23.56.

Value of Options and

Cash Restricted Stock that Have Value ¢f Medical Gross—Up
Severance Accelernted Vesting Continuation Amount Total
Namg 3) (a) (5) &) (%) (8)
Daniel R. Lee $8,320,833 $ 3,472,320 $ 107,660 $2,668,129 $14,568,942
Stephen H, Capp $2,622,500 3 1,496,803 $ 107,660 $ 771,020 $ 4,997,983
Wade W. Hundley $2,805,000 $ 922,180 $ 107,660 $ 858,081 $ 4,692,921
John A. Godfrey $2,051,249 b 492,640 $ 107,660 $ 629,294 $ 3,280,843
Alain Uboldi $2,099,999 5 476,460 $ 107,660 $ 663,916 $ 3,348,035

(@)  These amounts include cash severance payments mandated by each executive officer's employment agreement, as well as annual bonus amounts
camed in 2006, 2005 and 2004, payment of which was deferred by the Compensation Commiitee.
(®)

These amounts are 9sl|ma|es based on a blended rate for the executive officers, which includes a base COBRA cost and incremental costs for the
portion of the premiums that Pinnacle pays. The estimated amounts are given because of certain HIPAA privacy regulations and are expected to be
close to the (rue rate for the individual,

Executive Deferred Compensation Plan

In 2000, we adopted the Exccutive Deferred Compensation Plan, or the Exeeutive Plan, which allows certain of our highly compensated employees to
defer, on a pre—lax basis, a portion of their base annual salaries and bonuses. The Executive Plan is administered by a committee appointed by the Board of
Directors, referred (o as (he Exccutive Plan’s commiltee, which af present is the Compensation Commiltee of the Board of Directors, and participation in the
Executive Plan is limited 10 ecmployees who are (i) determined by us to be includable within a select group of employees, {ii) subsequently chosen from the
sclect group, and (iii) approved by the Compensation Commiltee.

We may lerminate, amend or modify the Exccutive Plan with respect to its participating employces al any time, subject 1o certain limitations set forth
in the Executive Plan, Effective December 27, 2004, we amended and restated the Executive Plan 1o comply with the provisions of the American Jobs
Creation Act of 2004, or (he AJCA, and 1o make ceriain other changes in the Executive Plan. Effcclive January 1, 2008, we again amended and restated the
Executive Plan to changc the interest vates credited on deferrals of salaries and bonuses, to add an oplional annuny form of benefit for selecled senior
executives, and to comply with the final regulations under the AJCA.

Under the Executive Plan, a parlicipaling employee may clecl in December of each year to defer up to 75% of his or her salary for the next year, and
up to 90% of his or her bonus for the next yeat. Any such deferred compensation is credited to a deferral contribution account. A participating employee is
at all times fully vested in his or her deferred contributions, as well as any appreciation or depreciation atiributable thereto,

We do not make contributions to the Executive Plan for the benefit of employecs. Amounts that a participating emplayce ¢lected to defer under the
Executive Plan for 2005, 2006, and 2007 were credited with interest at 3% per annum, However, if a participating employee died, became disabled, or
retired, such participant’s benefits would be recalculated with an interest rate of 10% per annum, If employment terminaied
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for any other reason, the Compensation Committee, in its sole discretion, could decide (o use the 10% rate to determine the amount that sheuld be credited
to such participating cmployec’s account. The intent of such discretion by the Compensation Commmitlce was (o allow the Compensation Comimitice lo
distinguish between employees who may leave to pursuc interests unrelated to the Company’s activitics and employees who may leave 1o pursue activilics
that might be at odds with the Company’s interests, such as working for a conmpetitor.

In 2007, however, the Compensation Committee determined, with the advice of independent compensation consultants, thal the 3% or 10% interest
rate structure had not helped us achicve our objectives of providing an atltractive tax—deferred savings benelit to our executives and enhancing execulive
retention, but had merely discouraged participation in the ixecutive Plan. Accordingly, for 2008 and later periods, we amended the Exccutive Plan so that
amounts deferred into the Executive Plan will be credited with a floating rate of interest of the average of the yiclds on 30-year U.S. treasury bonds,
measured over the business days of the Iast month of the preceding quarter of the Executive Plan year, plus five percentage points, compounded quarterly.
We believe that this rate will approximate our very long ternin borrowing costs for unsecured, subordinated and covenant-light obligations. The
Compensation Committee has the discretion 1o change the crediting rate for deferrals under the Executive Plan on a prospective basis as of the beginning of
any quarler, except for deferrals associated with the annuity payout option, for which the interest rates, including any floating rate formula, must be
determined belore any deferral elections are made and such interest rates cannot be changed thereafter. Because 10% approximated the yields on 30~year
U.S. treasury bonds, plus five percentage points, as of December 2007, and becausc the prior 3% or §0% interest rate rule was considered punitive {or a
long—term creditor to the Company, we vested cach participant in (he Executive Plan in the 10% interest factor on his or her account balance under (he
Exccutive Plan as of December 31, 2007 and eliminated the possibility that panticipants would only receive 3% on their prior savings.

Distributions under (he Executive Plan (other than the annuity benefit described below) are payable upon death, disability and upon (he occurrence of
a financial emergency, as defined in the AJCA. A participating employce will also receive distributions upon a change in contro! of the Company, to the
extent permitted in Internal Revenue Service guidance under the AJCA. When making an eleclion to defer salary and bonus, a participating employee can
specify that the amounts deferred will be paid on certain dates at Icast two years afler the amounts are deferred. Also, a participant will reccive an immediate
payment of his or her deferred amounts (other than deferred amounts used 10 fund the annuity benefit) with interest on a change in control of the Company.

We amended the Executive Plan, effective January 1, 2008, so that selected senior executives (not limited 1o named executive officers) could elect (o
use their deferred salary and bonmses 1o fund their own retirement annuily benefit. A designated senior executive may elect to have his or her deferral
contributions (o the Executive Plan contributed 1o an “Annuily Account” in the Executive Plan as *Annwity Deferral Contributions.” A designated senior
executive will also be penmitted to roll over his or her previously—deferred contributions for 2005, 2006 and 2007 to the Executive Plan into the Annuity
Account. The Annuity Account will accrue interest at a floating rate equivalent fo five percentage points over yickd of 30—year U.S. treasury bonds,
compounded and calculated quarterly, The Compensation Commiltee believes that this rate wilt approximate Pinnacle’s very long tesm borrowing costs for
unsecured, subordinated and covenani—light obligations. The Compensation Committee may change the method for determining the (loating interest rate,
but any change in method will apply only 10 Annuity Deferral Contributions made in years after the change. At the designated executive’s 65th birthday, the
execufive's Annuity Account balance will be used to pay an annuily, providing fixed monthly payments until the exccutive's death, or, if a joint and
survivorship feature applics, the later of the executive's death or the death of the executive’s designated beneficiary. The amount of the fixed monthly
payments is calculated based on the executive’s acwuarial life expectancy (and, if applicable, the actuarial life cxpectancy of his designated beneficiary) and
the rate of interest mentioned above. Therefore, if the executive lives beyond his or her actuarial life expectancy, the exccutive will essentially receive a
higher return on his or her Actuarial Account balance as of his or her 65th birthday, but if the exccutive dies before reaching his or her actuarial life
expectancy, the executive will veceive a lower retum and may not even receive his or her full account balance,
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IT the designated executive is married, the annuity beginning when the executive reaches age 65 will normally be paid in the form of a joint and
survivor annuity with his or her spouse as bencficiary. In other words, the monthly payments would be computed based on the actwarial lives of both the
designated executive and spouse and the payments would continue until the later death of the two individuals. If the executive is not married, the annuity
will normally be paid in the form of a life annuity for his or her life. If a designated exccutive designates a beneficiacy other than bis or her spouse, the
designation will require the approval of the Compensation Commiltee, and, if the executive is mamied, the approval of his or her spouse.

If a joint and survivor annuity form applies, and the designated executive dies before reaching age 65, the exccutive’s Annuity Account balance will
be used to pay an apnuity 1o his or her designated beneficiary beginning when the exccutive would otherwise have reached age 65. If the executive dies
before reaching age 65 and the executive has no designated bencficiary, (he executive’s Annuity Account balance will be payable (o his ot her cstate in one
lump sum.

On a change in control of the Company, (he Company is required to purchase an annuity conlract from a qualified annuity company that will give
cach designated executive an annuily providing the same afler—tax benefits as the after—tax benefits the executive would have received from his or her
Annuity Account if the change in control had not occurred. The interest rate for determining his or her benefits under the amuily contract will be the
average of the floating rates in effect for the cight calendar quarters preceding the change in control. The purchase of such an annuity contract witl
accelerate the taxes that the executive would owe on benefits from the Annuity Account; the Company will pay such taxes on a “grossed—up” basis.
Because the purchase of the annuity contract will be a taxable Iransaction (even though the company will pay his taxes on the purchase on a “grossed—up”
basis), the execulive will have a (ax basis in the annuity contract, so that a portion of cach monthly annuity payment will be a tax—{ree return of basis fo him.
Therefore, the pre-tax monthly payments under the annuity contract will be less than (he pre—tax monthly payments the executive wonld have received if no
change in control had occurred, although the after—tax payments will be the same.

There are cerltain limits on the abilily of a designated executive lo make Annuity Deferral Contributions to the Annuity Account, The limits for 2008
are the Iesser of (1) an amount equal to his 2006 bonus, (2) $500,000, and (3) an amoust that would resuit in an annuity at age 65 greater than 50% of his
“final average compensalion™ as computed in 2008, Limits (1) and (2) are not applicable lo previously—deferred amounts for 2005, 2006 or 2007 that the
designated exccutive clects to roll over into the Annuily Account. In addition, the Annuity Deferral Contributions for all designated executives in 2008 are
limited so that, if a change in control occurred during 2008, the amount that the Company would be obligated to pay (o purchase annuity contracts and to
pay taxcs on a “grossed—up” basis for all designated exccutives would not exceed the aggregate Annuity Account balances of all designated executives by
more than $10,000,000. I{ the Annuity Deferral Contributions of all designated executives were to exceed this $10,000,000 linsit, then the Annuity Deferral
Contributions of all designated execulives would be reduced ratably. Based on (he amounts contributed or rolled over into the Exccutive Plan as of March
31, 2008, the ¢stimated cost to the Company of these provisions in the event of a change of control on that date would be approximately $2,296,292.

The Compensation Committee has reserved the right to alter the limits, participation and interest rate accruals in future periods as Lo future
contributions.

_ The provisions of the Executive Plan before its amendment effective January 1, 2005 will remain in effect for any deferrals that were deducted from
salaries and bonuses in 2004 or in carlicr years, including, but not limited to the following provisions:

(a) For purposes of determining the rate of return credited on any deferrals that werc deducted (rom salaries and bonuses in 2004 or in carlier
years, cach participaling employce may sclect from a list of hypothetical investment funds among which deferred contributions shall be allocated.
Although a purticipating employee’s deferred compensation will not be invested directly in the selected hypothetical investment funds, bis or her
deferral compensation account shall be adjusted according to the performance
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of such funds. Although the fund investment alternatives under the Executive Plan are different from those under our 401(k) plan, we do not believe
the participanis in the Executive Plan are entitled to a preferential return on amounts deferred in relation to the return available to employees generally
under the 401(k) plan, We are not obligated to acquire or hold any investment fund assets; and

. (b) a participaling emplayee may receive at any time 90% of his or her account balance attributable to deferrals that were deducted from
salaries and bonuses in 2004 or in earlier years, subject to forfeiture of 10% of the account balance.

. As with all non—-qualified deferred compensation plans, a participating employee’s rights against us to receive the deferred amounts are limited to the
rights of an unsecured general credilor. Our obligation to pay benefits under the Executive Plan, both before and afler its amendment, is not backed by any
securily interest in our assets to assure payment of the deferred amounts, -

Non—Qualified Deferred Compensation Table

The following table shows the deferred compensation activity for our named excecutive officers for the Executive Plan, except for Stephen H. Capp
who does not participaic in the Executive Plan. All executive nonqualified and Pinnacle contributions to cach plan are also included in current year
compensation presenled in the Summary Compensation Table.

Excentive Registrant Aggregate Aggregate Aggregale
Contribntions Contributions Enrnings in Withdrawals/ Balance ut
in Last FY in Last FY Lust Y Distributions Last FYE
Name ® 8 (3] ()] ®
Danicl R, Lee $ 200,000 $ 0 $ 77,754 $ 0 3 866,185
Wade W. Hundley $ 0 $ 0 $ 43,254 $ 0 $ 390435
John A. Godfrey $ 48,750 3 0 $§ 29,424 3 0 $ 393,674
Alain Uboldi $ 417,105 b 0 $ 138,610 $ 0 $1,699,949

2005 Equity and Performance Incentive Plan

We adopied our 2005 Equity and Performance Incentive Plan, or the 2005 Plan, in April 2003, and our stockholders approved the 2005 Plan at our
annual meeting on May 3, 2005. ‘The 2005 Plan is administered by our Compensation Committee. The Compensation Commiltee has broad discretion and
power in operating the 2005 Plan, in determining which of our employccs, direciors, and consultants shall participate, and the terms of individual awards. In
May 2006, our stockholders approved an amendment to the 2005 Plan that would have increased the number of shares available for awards and the
incentive stock option limit under the 2005 Pian in the cvent that we consummated our then—proposed acquisition of Aztar Corporation. Since we did not
consummalte the acquisition, the provisions of the amendment to the 2005 Plan did nol become operative.

Awards under the 2005 Plan may consist of options, stock appreciation rights, restricted stock, other stock unit awards, performance awards, dividend
cquivalents or any combination of (he foregoing.

The shares authorized under the 2005 Plan are governed by the following principles:

»  The 2005 Plan provides for an aggregate of up to 3,000,000 shares of Pinnacle Common Stock 10 be available for awards, which amount will
increase (0 4,750,000 if Proposal 2 is approved by the stockhalders, plus the number of shares subject 10 awards granted under our prior stock
plans and the Individual Arrangements that are forfeited, expire or are cancelled afier the effective date of the 2005 Plan.

+  The 2005 Plan provides for a maximum number of awards under the 2005 Plan that may be issued as incentive stack options of 3,000,000 shares
of Pinnacle Common Stock, which amount will increase to 4,750,000 if Proposal 2 is approved by the stockholders.
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*  Any shares that are subject to awards other than oplions or stock appreciation rights (including shares delivered in settlement of dividend rights)
shall be counted against this limit as 1.4 shares for every one share granted.

*  The apgregate number of shares available under the 2005 Plan and the number of shares subject to outstanding options and stock appreciation
rights will be increased or decreased (o reflect any changes in {he outstanding Pinnacle Commeon Stock by reason of any recapitalization,
spin—off, reorganization, reclassification, stock dividend, stock split, reverse slock split, or similar lransaction.

+ Il any shares subjcct to an award under the 2005 Plan arc forfeited, expire, or are terminated without the issuance of shares, the shares shall again
be available for award under the 2005 Plan,

»  As of March 27, 2008, 263,540 shares remained available for awards under the 2005 Plan (excluding any additional shares available under the
2005 Plan as a result of forfeiture, expiration or other termination of awards under prior plans and the [ndividual Arrangements).

Under the 2005 Plan, no parlicipant may be granted in any 12~month period:

+  options oy stock apprecialion rights with respect to more than 1,500,000 shares;
< restricted stock, performance awards or other stock unit awards (hat are denominated in shares with respect to more than 750,000 shares; or

+  performance awards or stock unit awards that are valued by reference 1o cash or property having a maximum dollar value ol more than
$2,500,000 (excluding awards denominated by reference to a mumber of shares).

Under {he 2005 Plan, the excrcise price for an option or stock appreciation right cannot be less than 100% of the fair market value of the underlying
shares on the grant date. The 2005 Plan does not permit the repricing of options or stock appreciation rights.

Performance awards under the 2005 Plan are awards that provide payments detcrinined by the achievement of performance goals over a performance
period. The Compensation Committee determines the relevant performance goals and the performance period. The performance goals will be based on the
attainment of specified levels of, or growth of, one or any combinalion of {or a formula based on) modified calculations of certain specificd factors. The
eligible factors include: net sales; pretax income before or after allocation of corporate overhead and bonus; eamings per share; net income; division, group
or corporalc financial goals; return on stockholders’ equity; retwn on assets; attainment of strategic and operational initiatives; appreciation in and/or
maintenance of the price of the shares or any of our other publicly—traded securilics; market share; gross profits; earnings before taxes; carnings before
interest and taxes; EBITDA; an adjusted formula of EBITDA,; economic value—added models; comparisons with various siock markel indices; reductions in
costs, and/or return on invested capital of Pinnacle or any affiliate, division or business unil of Pinnacle for or within which the participant is primarily
employed. Such performance goals also may be based solety by reference to our performance or the performance of an affiliate, division or business unit of
Pinnacle, or based upon the relative perlormance of other companics or upon comparisons of any of the indicators of performance relative to other
companies.

We intend that Mr. Lee’s bonuses under his employment agreement wil) be performance awards under the 2005 Plan.

The 2005 Plan provides that it is not the only plan or arrangement under which we may compensate officers, and we reserve the right to pay bonuses
or other compensation 10 our named exccutive officers in addition to their bonuses or other awards under the 2005 Plan.
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Grant of Plan—Based Awards
. The following table provides information regarding our grant of plan—based awards made in 2007. During the fiscal year ended December 31, 2007,
Daniel R. Lee was the only named execulive officer to receive grants of plan—based awards, which consisted of only non—cquily incentive plan awards
under the 2005 Plan.
Estimated Possible Payouts Under
Non—Eguity Incentive
Plan Awnrds

Thresheld Target Maximum
Name ® $) o ®
Danie) R. Lee ’ $ 375000 § 750,000 $ 1,500,000

Under the terms ol his employment agreement and the 2005 Plan, Mr. Lee can earn annuat bonuses of up to 150% of his annual salary, with a targeted
bonus of 75% of his annual salary, based on meeting certain performance targets with respect to our EBITDA. The EBITDA target is typically based on our
total EBITDA with certain adjustments, which we refer to as adjusted EBITDA,

For 2007, the adjusted EBITDA threshold was $143.9 million, at which Mr. Lec wouid receive a bonus of 37.5% of his base salary and below which
Mr. Lee would receive no bonus, The adjusled EBITDA target was $173 million, al which Mr, Lee would receive a bonus of 75% of his basc salary. The
adjusted EBITDA maximum was $183 million, at which Mr. Lee would receive a bonus of 150% of his base salary. The Compensation Commitiee certifies
in writing that the targets have been met before the bonus is paid. Pinnacle achicved an adjusied EBITDA of approximately $169 million in 2007, as
veported in our earnings releasc furnished in a Current Report on Form 8—K filed on February 26, 2008. In February 2008, the Compensation Comitice
awarded Mr. Lee a bonus of $733,275, which is slightly less (han 75% of his base salary, and approximately 44% less than his prior—year bonus,

Iior 2007, adjusted EBITDA was defined as eamings before interest income and expense, income laxes, deprecialion, amortization, pre—opening and
development costs, non—cash share~based compensation, merger termination proceeds, asset impairment costs and write—downs, corporate level litigation
settlement costs, gain (loss) on sale of certdin assets, gain (10ss) on sale of marketable securitics, minority interest, loss on early extinguishment of debt and
discontinued operations.

The Compensation Committee decided to defer 30% of Mr. Lee’s bonus for 2007; the deferred portion of the bonus does not accrue interest, is an
unsecured obligation of the Company, and will be paid in three equal installments in January of 2009, 2010 and 2011. Mr. Lee will receive the deferred
portion of the bonus only if he is employed on the scheduled payment date, dies, becomes disabled, terminates his employment [or “good reason,” is
terminated by us without “cause” under his employment agreement, or we have a “change of control™ as defined in his employment agreement,
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Outstanding Equity Awards at Fiscal Year—-End

The following table provides information regarding outslanding equity award granls held at December 31, 2007 by cach of the execulive officers
named in the Summary Compensation Table,

Option Awnrds () Stock Awards (b)
Market
Number of Value of
Number of Number of Shares or Shares or
Secuvities Seceuritics Units of Unils of
Underlying Underlying Option Stock Stock
Unexcrcised Unexercised Excrcise Option ‘That Have That Have
Options (#) Options (#) Price Expiration Not Vested Not Vested
Name Exercisable Unexercisable (63] Date (] (%) (@)
Daniel R. Lee 865,801 0 § 845 4/10/2012
240,000 360,000(d) $ 1470 5/3/2015
12,000 ¥ 282,720
Stephen H. Capp 229,391 57,348(¢) $ 6.05 171172013
40,000 60,000(1) $ 1692  5/16/2015
4,000 § 94,240
Wade W. Hundley 100,000 0 $ 8.08 9/1/2011
50,000 0 $ 970 9/1/2011
50,000 0 $ 11,31 9/1/2011
75,000 0 $ 595 1/29/2012
125,000 0 $ 962 6/18/2012
14,556 21,834(g) ¥ 1518 51212015
35,444 53,166(d) $ 14.70 5/3/2015
8,000 12,0000  $ 1692  5/16/2015
8,000 $ 188,840
John A. Godfrey 250,000 0 5 702 8/13/2012
40,000 60,000(f) $ 1692 5/16/2015
4,000 $ 94,240
Alain Uboldi 15,000 0 $ 670 11/5/2011
5,000 0 $ 595 11297212
30,000 0 $ 9.62 6/18/2012
8,000 2,000(h) $ 675 B/14/2013
40,000 60,000() $ 17,75 2/8/2015

4,000 5 94,240

(a)  The option awards were granted pursuant to the Company’s 2005 Plan and the Company’s 1993, 1996, 2001 and 2002 stock option plans, as well as
cerlain options granted outside of the stockholder approved plans (see the Equity Compensation Plan Information at Fiscal Year-)nd table below).
For option awards issucd since June 2002, such awards, including those reflected in the table, vest at a rate of 1/5th per annum.
®)  The stock awards consist of restricted stock granted on October 6, 2006 1o cach of the named executive officers in accordance with the our 2005 Plan.
The restricted stock granted in October 2006 vest in five equal annual installmenis on January 31 of 2007, 2008, 2009, 2010 and 201 1. As of
December 31, 2007, there were four remaining annual installments, Upon termination of the execufive's employment for any reason, with or without
cause, the restricted stock will vest or be lerminated and cancelled on the same basis as provided for univested stock options in the named exccutive
officer’s then applicable employment agreement. In no event may the named exccutive officer transfer any shares that are not vested (or any right or
interest {herein) lo any person in any manner whatsoever, whether voluntarity or by operation of law or otherwise.

The market value of slock awards reported in this column was computed by multiplying $23.56, the closing markel price of Pinnacle’s stock at
December 31, 2007, by the number of shares of slock awarded.
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(d) Vesting dates are May 3, 2008, 2009 and 2010.

© Vesling date is January [, 2008,

® Vesting dates are May 16, 2008, 2009 and 2010.
® Vesting dates are May 2, 2008, 2009 and 2010.

() vesting date is August 14, 2008,

() Vesting dates are February 8, 2008, 2009 and 2010.

Option Excrcises and Stock Vested

The following table provides information regarding the vesting of restricted stock during the fiscal year ended December 31, 2007. None of the

named executive officers have exercised stock options during any fiscal year,

Name

Danicl R. Lee
Stephen C. Capp
Wade H. Hundley
John A. Godftey
Alain Uboldi

Stock Awards

Number of Shares

Value Realized

Acquired on on Vesting
VYesting (#) (8)(w)
3,000 8 103,590
1,000 $ 34,530
2,000 $ 69,060
£,000 $ 34,530
1,000 ) 34,530

(@)  The value realized was determined by multiplying the number of shares of stock by the ¢losing price of Pinnacle Common Stock on the vesting dale,

January 31, 2007, which was $34.53,

Equity Compensation Plan Information at Fiscal Year—End

Number of securities to be
issued upon vesting of
restricted stock awards
and exercise of
vutstanding options,

Plan category warrants ond rights

Equity compensation plans approved by
security holders
Restricted stock awards and stock

options (a) 5,436,325(b)
Direcfors Plan 56,628(c)
Total 5,492,953
Equity compensation plans not approved
by securily holders (e) 337,540
Total 5,830,493

(a) Consisis ol

Weighted—nverage
exereise price of
ouwtstandlng options,
warrants and rights

—_—

: 13350
$ 15.55
3 783
$ 15.11
s b

Number of securitics
remaining avoilable for
fulure issuance vader
equity compensation plans
(excluding securitics
reflected ju the first

column)

—_——

473,815
43,591

517,406
0

517,406

+  shares of Pinnacle Common Stock Lo be issued upon the exercise of options granted pursuant to the Company’s 2005 Plan and the Company’s

1993, 1996, 2001 and 2002 stock option plans;

+  shares of Pinnacle Common $tock to be issued upon the exercise of options granted outside of our stock option plans to members of the

Company's management team and approved by our stockholders; and
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®)
©

(d)

= shares of Pinnacle Common Stock to be issued upon the vesting of restricted stock awards pursuant to the Company’s 2005 Plan,
The restricted stock awards and stock options have a weighted average remaining contractual life of 6.3 years as ol December 31, 2007.

Includes 36,000 shares of restricted stock granted in Ociober 2006.

Consists of shares of Pinnacle Comimon Stock credited to directors® deferred compensation accounts Lo be issucd pursuant Lo the Directors Plan,
described under “Director Compensation—Amended and Restated Direclors Deferred Compensation Plan™ above. All such shares arc fully vested
and payable upon cessation of service as a director.

Based on the purchase price of the shares credited to the directors® deferred compensation accounts under (he Directors Plan.

Consists of 250,801 shares of Pinnacle Common Stock issvable upon the exercise of oplions granted to Daniel R. Lee in 2002 and 86,739 shares of
Pinnacle Common Stock issuable upon the exercise of options granted to Stephen H. Capp in 2003. The oplions granted 10 Messrs. Lee and Capp in
2002 and 2003, respectively, were granted Lo each such executive officer in connection with his original retention by the Company.

The exercise price of the options referenced above granted (o Mr. Lee is $8.45 and such options vested over a four—year period, which has passed.
The oplions expire on April 10,2012, subject (o certain termination events as governed by the grant of oplions and Mr. Lee's Employment
Agreement.

The exereise price of the options referenced above granted to Mr. Capp is $6.05 and the options vested over a five-year period, which has passed. The
options expire on January | [, 2013, subject (o certain termination events as governed by the grant of options and Mr. Capp's Employment
Agreement.

Upon the approval of the 2005 Plan at the 2005 Annual Meeting, we canceled the 1993, 1996, 2001 and 2002 Stock Option Plans (the “Prior Plans™),

so that no further grants or awards will be made under the Prior Plans. However, any shares subject to awards under the Prior Plans which are forfeited,
expire or alherwise terminate without issuance of shares, or are settled for cash or otherwise do not result in {he issuance of shares, are authorized for
issuance under the 2005 Plan. In addition, grants and awards made under the Prior Plans before their cancetlation will continue in effect. The stock option
grants to Messrs. Lee and Capp, described in footnote (¢) above, also continue in effect, and such shares will be authorized for issuance under the 2005 Plan
in the event of forfeiture, expiration or termination without issuance of shares.

Compensation Committee Report

The Compensation Commiiitee of the Board of Directors has yeviewed and discussed the Compensation Discussion and Analysis with the Company’s

management and, based on such review and discussions, the Compensation Commitiee has recommended Lo the Board of Directors that the Compensation
Discussion and Analysis be included in this Proxy Statement.

Compensation Committee

Lynn P. Reitnouer (Chairman)
Richard J. Goeglein
James L. Martinean
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STOCKHOLDER PROPOSALS FOR THE NEXT ANNUAL MEETING

Under the Company’s Restated Bylaws, stockholders who wish o present proposals for action, or to nominale directors, at the next annual meeting of
stockholders of the Company (that is, the next annual meeting following the Annual Meeting to which this Proxy Statement rclales) must give writlen notice
thereof to the Secretary of the Company at the address set forth on the cover page of this Proxy Statement in accordance with the then current provisions off
the Company’s Restated Bylaws. The Bylaws currently require that such notice be given not more than 120 days nor less than 90 days prior to the first
anniversary of this year’s Annual Mecting (i.¢., no eatlier than January 20, 2009 and no later than February 19, 2009}, H, however, the Company advances
the date of the next arnual meeting by more than 30 days or delays such date by more than 60 days, notice by the stockholder must be given not carlier than
120 days in advance of such meeting and not after the later of (i) 90 days in advance of such meeting or, (ii) the tenth day following the first public
announcement of the date of such meeting by the Company. Stockholder notices must contain the information required by Section 2 of Atticle 1 of the
Company’s Restated Bylaws. If the Company does not have notice of a matter 10 come before the next annual meeting by February 19, 2009 (or, in the
cvent the next annual meeting is held mare than 30 days belore or 60 days afler the anniversary of this Annual Meeling, then by the date described above
relating to such delay or advance in the meeting datc), the Company’s proxy for such meeting will confer discretionary authority to vole for such matter.

In order to be eligible for inclusion in the Company’s proxy statement and proxy card for the next annual meeting pursuant to Rule 14a-8 under the
Exchange Act, stockholder proposals would have to be received by the Secretary of the Company no laler than December 17, 2008 if (he next annual
meeting were held on or near May 20, 2009. In the event that the Company elects to hold its next annual meeting more than 30 days before or afler the
anniversary of this Annual Mecting, such stockholder proposals would have to be received by the Company a reasonable time before the Company begins lo
print and send its proxy matcrials. Stockholder nominations of dircelors are not stockholder proposals within the meaning of Rule 14a-8 and are not eligible
for inclusion in the Company’s proxy stalermnent.

ANNUAL REPORT TO STOCKHOLDERS AND FORM 10-K AND OTHER MATTERS

‘The Company’s Amual Report to Stockholders, which was mailed (o stockholders with or preceding this Proxy Statement, contains financial and
other information about the Company, but is not incorporated into this Proxy Statement and js nol to be considered a part of these proxy soliciting materials
or subject to Regulation 14A or 14C or to the liabilitics of Scction 18 of the Exchange Act. The information contained in the “Compensation Commitice
Report,” and “The Audit Committee Report” and the Company=~opcraled websites referenced in this Proxy Statement shall not be deemed filed with the
SEC or subject to Regulations 14A or 14C or to the liabilities of the Section 18 of the Exchange Act, and shall not be incorporated by reference in any filing
of the Company under the Securities Act of 1933, as amended, or the Exchange Act, whether made before or after the date hercof and ireespective of any
general incorporation language in any such filing.

THE COMPANY WILL PROVIDE WITHOUT CHARGE A COPY OF JTS ANNUAL REPORT TO STOCKHOLDLERS FOR 2007 AND
I'TS ANNUAL REPORT ON FORM 10-K INCLUDING THE FINANCIAL STATEMENTS AND THE FINANCIAL STATEMENT
SCHEDULES AND EXHIBITS, FILED WITH THE SEC FOR FISCAL YEAR 2007 TO ANY BENEFICIAL OWNER OF PINNACLE
COMMON STOCK AS OF THE RECORD DATE UPON WRITTEN REQUEST TO PINNACLE ENTERTAINMENT, INC., 3800 HOWARD
HUGHES PARKWAY, LAS YEGAS, NV 89169, ATTENTION: LEWIS FANGER, INVESTOR RELATIONS,

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE ANNUAL MEETING OF
STOCKHOLDERS TO BE HELD ON MAY 20, 2008: This 'roxy Statement and the accompanying Anaual Report are avaitable at
WWW.Proxyvole.com.
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Appendix A
Pinnacle Entertainment, Inc.
Categorical Director Independence Standards

The Board of Directors (the “Board™) of Pinnacle Entertainment, Inc. {“Pinnacle™) has adopted these Categorical Director Independence Standards 10
assist the Board in making determinations of director independence in accordance with (he rules of the New York Stock Exchange (the “NYSE™).

The Board wil) assess the independence of each director on an annual basis prior to approving director nominees for inclusion in the proxy statement
for Pinnacle’s annual mecting of sharcholders. 1f a director is appointed fo the Board between annual mecetings, the Board will assess the director’s
independence al (he time of such appoinument. Dircctors must notily the Board promptly of any change in circitmslances that might be perceived as pulting
the director's independence at issue. If so notified, the Board will recvaluate the director’s independence as soon as practicable.

Under these standards, a director will be deemed independent for purposes of service on the Board only it

() ihe director does not have any relationship described in NYSE Rule 303A.02(b), as such rule may be amended from time (o time;
@ in the event the director has a relationship that exceeds the limits described below, the Board determines in its judgment, afier consideration of all
relevant facls and circumstances, that the relationship is nol inaterial; and

) the Board reviews all commercial, banking, consulting, legal, accounting, charitable, familial and other sclationships the director has with Pinnacle
that are not of{ a type described below, and determines in its judgment, afler consideration of all relevant facts and circumstances, that the relationship
is not material.

The fact that a particular relationship or transaction is required to be disclosed in the anhual proxy statement under the rules of the Securilies and
ixchange Commission (the “SEC™) will not be dispositive for purposes of determining whether the relationship or transaction is material. If the Board
detennines that a relationship described in section (2) or (3) above is not material, the basis for that detesmination will be explained in Pinnacic’s annual

proxy slalement, as required by NY SE Rule 303A.02(a), as such rule may be amended from time to time.

A director shall be deemed not 10 have a material relationship with Pinnacle if the director satisfies each of the Categorical Standards listed below,

. 1. No Material Emplayment with Pinnacle. The dircctor is not, and bhas not within (he past three years been, an employce of Pinnacie, and no member of
the director’s immediate family is, or within the past three years has been, an executive officer of Pinnacle.

2. No Material Direct Comy tion from Pi Ie. Neither the director nor any of his or her immediate family has received more than $100,000 during
any twelve—month period within the past three years in direct compensation from Pinnacle. In calculating such compensation, the following will be
excluded: (a) director and commitlee fees and pension or other forms of deferred compensation for prior service (o Pinnacle (provided that such deferred
compensation is nol contingent in any way on continued service for Pinnacle); and (b) compensation paid to an immediate family member of the direclor for
service as an employee of Pinnacle (other than as an executive officer).

3. No Material Affiliation with Pinnacle’s Auditor. (A) The director is not a currenl partner, and no immediate family member of the director is a current
parlner, of a finn that is Pinnacle's intemal or external auditor; (B) the director is not a current employee of a {irm that is Pinnacle’s internal or external
auditor; (C) the director has no immediate family member who is a current employee of a firm that is Pinnacle’s internal or external auditor and who
participates in the firm’s audit, assurance or tax compliance (buf not tax planning) practice; and (D) neither
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the director nor an immediale family member of the direclor was, within the last three years (but is no longer), a partner or employee of a firm that is
Pinnacle’s inlemal or external auditor and personally worked on Pinnacle’s audit within that time.

4. No Interlocking Directorafes. Neither the director, nor an immediate family member of the director is, or has been within the last three years, employed
as an executive officcr of another company where any of Pinnacle’s present exccutive officers at the same lime serves or served on that company’s
compensation commilice,

5. No Muterial Relationship Involving Company in Business Dealings with Pinnacle. The director is not a current executive officer, employee or
significant equityholder of, and no immediate family member of the director is a eurrent executive officer of, another company that has made payments to,
or has reccived payments from, Pinnacle {or property or services (other than those arising solely fiom investments in Pinnacle’s securitics) in an amount
which in any of the last three fiscal years exceeds the greater of $1 million or 2% of such other company’s consolidated gross revenues.

6. No Material Relationship Involving Law Firm or Investment Banking Firnt Providing Services fo Pinnacle. The director is not a current pariner or
associate of, or of counsel, to, or an employec of, and no immediate family member of the director is a cument managing pariner or executive officer of, a
law firm or investment banking firm providing service to Pinnacle, wherein the fees paid to such firm by Pinnacle during any fiscal year in cach of such
finm’s three preceding fiscal years exceeded the greater of $1 million or 2% of such firm’s consolidated gross revenucs.

7. No Material Relationship Involving Tax—Exempt or Other Churitable Organizations to which Pinnacle Contributes. Neither the director nor an
immediate family member of the director is currently an executive officer or director of a tax—exempt or other charitable entity to which Pinnacie bas made
contributions for the most recently completed fiscal year representing more than the greater of $1 mitlion or 2% of such organization’s annual consolidated
£ross revenues.

8. No Material Indebtedness Relntionship. Neither the director nor an immediale family member of the director is currently an exceutive officer of another
company which is indebted to Pinnacle or (o which Pinnacle is indebted, whete the total amount of cither Pinnacle’s or the other company's indebtedness
exceeds 5% of the consolidated assets of the indebled company.

9. No Material Relationship with a Company in which Pinnacle has Equity Owrership. Neither the director nor an immediate (amily member of the
director is currently an executive officer or director of anather company in which Pinnacle owns an cquity interest greater than 10% of the t1otal equity of
such other company.

10. No Material Relutionship as a Holder of Debt Securities of Pinnacle, Neither the director nor an immediate family membey of the dircclor holds debt
securities of Pinnacle in an aggregate principal amount exceeding the greater of $1 million or 2% of such dircetor’s or immediate family member’s net
worth.

Dircet or indirect ownership of even a significant amount of Pinnacle stock by a director (or the director’s immediate family member) who is
otherwise independent as a result of the application of the foregoing standards will not, by itself, bar an independence finding as to such director. Members
of Pinnacle’s Audit Commitice must also satisfy the independence requirements of Section 10A(m)(3) of the Securitics Act of 1934, as amended.

For purposes of these Categorical Standards: (a) “independent” has the meaning ascribed (o such term in NYSE Rule 303A.02; (b) “Pinnacle™
includes Pinnacle Entertainment, Inc. and its consolidated subsidiaries; (¢} an “immediate family member” includes a person’s spouse, parents, children,
siblings, mothers and fathers—-in-law, sons and daughters—in—Jaw, brothers and sisters—in—law, and anyone (other than domestic employees) who shares
such person’s home; except that when applying the independence tests described above, Pinnacle need not consider individuals who are no longer
immediate family members as a result of legal
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separation or divorce, or (hose who have died or have become incapaci!f
Rule 16a—1(f) under the Securitics Exchange Act of 1934, as amended,;
cconomic equily interest in the cntity.

ted; (d) “executive officer” has the same mceaning specified for the term “officer” in
and (e) a “significant equityholder™ is the owner of 10% or greater voting or

The Board may revise these Categorical Standards from time to time, as it deems appropriate, subject 1o applicable stock exchange listing
requirements.

! The term “officer” shall mean Pinnacle’s president, principal financial officer, principal accounting olfTicer (or, if there is no such accounting officer,
the conlroller), any vice—president of Pinnacle in charge of & principal business unit, division or (unction (such as salcs, administration or finance),
any other officer who performs a policy~making func(ion, or any other person who performs similar policy—making functions for Pinnacle. Officers
of Pinnacle’s subsidiaries shall be deemed officers of Pinnacle if they perform such policymaking functions for Pinnacle.
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Appendix B

2005 Equity and Performance Incentive Plan, As Amended
(Amendment Te Be Voted On Is Indicated by Underline for Additions and Strikethrough Text
for Deletions)

PINNACLE ENTERTAINMENT, INC.
2005 EQUITY AND PERFORMANCE INCENTIVE PLAN, AS AMENDED

PINNACLE ENTERTAINMENT, INC., a corporation existing under the laws of the State of Delaware {the “Company™), hercby establishes and
adopts the following 2005 Equity and Performance Incentive Plan (the “Plan™). Cerlain capitalized terms used in the Plan are defined in Article 2.

RECITALS

WHEREAS, the Company desires 10 encourage high levels of performance by those individuals who are key 1o the success of the Company, 1o atiract
new individuals who arc highly motivated and who are expected Lo contribute to the success of the Company and to encourage such individuals to remain as
directors, empioyees, consullants and/or advisors of the Company and its Affiliates by increasing their proprictary interest in the Company’s growth and
success; and

WIHEREAS, to attain these ends, the Company has formulated the Plan embodied herein 10 authorize the granting of Awards to Participants whose
judgment, initiative and efforts are or have been or are expected o be responsible for the success of the Company.

NOW, THEREFORE, the Company hereby constitutes, establishes and adopls the foliowing Plan and agrees to the following provisions:

ARTICLE |
PURPOSE OF THE PLAN

1.1 Purpose. The purpose of the Plan is 1o assist the Company and its Affiliates in aliracting and retaining selected individuals to serve as directors,
employees, consultants and/or advisors of the Company who are expected to contribule 1o the Company’s success and 1o achieve long—tcrm objectives
which will inure (o the benefit of all stockholders of the Company through the additional incentives inherent in the Awards hercunder.

ARTICLE [1
DEFINITIONS

2.1 “Affiliate” shall mean (i) any person or entity that directly, or through one or more intermediaries, controls, or is controlled by, or is under
common conirol with, the Company (including any Parent or Subsidiary) or (i1) any entity in which the Company has a significant equily interest, as
determined by the Commiliee.

2.2 “Applicable Laws"” means the legal requirements relating to the administration of and issuance of securities under stock incentive plans,
including, without limitation, the requirements of state corporations law, federal and state securitics law, federal and state tax law, and the requirements of’
any stock exchange or quotation system upon which the Shares may then be listed or quoted. For all purposes of this Plan, references (o statutes and
regulations shall be deemed (o inciude any successor statutes and regulations, to the extent reasonably appropriate as determined by the Committee,

2.3 “Award™ shall mean any Option, Stock Appreciation Right, Restricted Stock Award, Performance Award, Dividend Equivalent, Other Stock Unit
Award or any other right, interest or option relating to Shares or other property (including cash) granted pursuant to the provisions of the Plan,
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2.4 “Award Agreement” shall mean any wrilten agreement, contract or other instrument or document evidencing any Award granted by the
Committee hereunder.

2.5 “Board" shall mean the board of dircctors of the Company.

2.6 “Cause” shall have the meaning set forth in a Participant's employment or consulting agreement with the Company (i{ any), or if not defined
therein, shall mean (i) acts or omissions by the Participant which constitute intentional material misconduct or a knowing violation of a material policy of
the Company or any of'its subsidiaries, (ii) the Participant personally receiving a benefit in moncy, property or services from the Company or any of its
subsidiaries or from another person dealing with the Company or any of its subsidiarics, in material violation of applicable law or Company policy, {iii) an
act of fraud, conversion, misappropriation, or embezzlement by the Participant or his conviction of, or entering a guilty plea or pica of no contest with
respect fo, a felony, or the equivalent (hereof (other than DUI), or (iv) any deliberate and material misuse or improper disclosure of con(idential or
proprietary information of the Company.

2.7 “Change of Control” shall mean the occurrence of any of the following events:

(i) The direct or indirect acquisition by an unrelated “Person” or “Group” of “Beneficial Ownership” (as such terms are defined below) of more
than 50% of the voting power of the Company's issued and outstanding voling securities in a single transaction or a serics of related transactions;

(ii} The direct or indirect sale or transfer by the Company of substantially all of its assets to one or more unrelated Persons or Groups in a single
lransaction or a series of related fransactions;

(i) The merger, consolidation or reorganization of the Company with or into another corporation or other entity in which the Beneficial
Owners of more than 50% of the voting power of the Company's issued and outstanding voling securities immediately before such merger or
consolidation do nol own more than 50% of the voting power of the issued and outstanding voting securities of the surviving corporation or other
cntity immediately after such merger, consolidation or reorganization; or

(iv) Dwing any consecutive two—year period, individuals who at the beginning of such period constituted the Board of the Company (together
with any new Directors whosc clection to such Board or whose nomination for cleclion by the stockholders of the Company was approved by a vote
of a majority of the Directors of the Company then still in office who were either Dircctors at the beginning of such period or whose election or
nomination for election was previously s¢ approved) cease for any reason (o constilute 3 majority of lhe Board of the Company then in office.

None of the foregoing events, however, shall constitute a Change of Control if such event is nol a “Change in Control Event™ under IRS Notice 20051 or
successor IRS guidance, For purposes of determining whether a Change of Control has occurred, Ihe fotlowing Persons and Groups shall not be deemed to
be “‘unrelated™: (A) such Person or Group directly or indirectly has Beneficial Ownership of more than 50% of the issued and oufstanding voting power of
the Company's voting securitics immediately before the transaction in question, (B) the Company has Beneficial Ownership of more than 50% of the voting
power of the issued and outstanding voting securilies of such Person or Group, or {C) more than 50% of the voting power of the issued and outstanding
voting securities of such Person or Group are owned, dircetly or indirectly, by Beneficial Owners of more than 50% of the issucd and oufstanding voting
power of the Company's voling securities immediately before the transaction in question. The terms “Person,” “Group,” “Beneficial Owner,” and
“Beneficial Ownership™ shatl have the meanings used in the Exchange ActL.

2.8 “Code" shall mean the [ntemal Revenue Cotde of 1986, as amended from time 1o time, and any successor thereto.
2.9 “Committee” shall mean the Committee constituted under Section 4.2 to administer this Plan,

2.10 “Company” has the meaning set forth in introductory paragraph of the Plan.
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2.11 “Consultant” means any person, including an advisor, whe (i) is a natural person, (i) provides bona fide scrvices to the Company or a Parent or
Subsidiary, and (iii) provides services that are not in connection with the offer or sale of securitics in a capital—raising transaction, and that do not directly or
indirectly promole or maintain a markel for the securities of the Company; provided that the term ‘Consultant” does not include (i) Employees or
(ii) Directors who are paid only a director's fee by the Company or who are not compensated by the Company for their services as Directors.

2.12 “Continuous Status as an Employee, Director or Consultant” means that the employment, director or consulting relationship is not
interrupted or lerminated by the Company, any Parent or Subsidiary, or by the Employee, Dircctor or Consultant. Continuous Status as an Employee,
Director or Consultant will not be considered interrupted in (he case of: (i) any leave of absence approved by the Board, including sick leave, miblary icave,
or any other personal feave, provided, that for purposes of Incentive Stock Oplions, any such leave may not exceed 90 days, unless reemployment upon the
expiration of such leave is guaranteed by contract (including certain Company policies) or statuse; (ii) transfers between locations of the Company or
between the Company, its Parent, its Subsidiaries or its successor; ot (iif) in the case of an Award other than an Incentive Stock Option, the ceasing of a
person 10 be an Employee while such person remains a Directar ar Consultant, the ceasing of a person to be a Director while such person remains an
Employee or Consultant or the ceasing of a person 1o be a Consultant while such person remains an Employce or Director.

2.13 “Covered Employee” shall mean a “covered employee” within the meaning of Section 162(m)(3) of the Code, or any successor provision
thereto.

2.14 “Director” shall mean a non—employce member of the Board or a pon—-employee member of the board of directors of a Parent or Subsidiary.
2.15 “Disability” shall mean tolal and permanent disability as defined in Section 22(e}(3) of the Code.

2.16 “Dividend Equivalents” shall have the meaning set forth in Section 12.5.

2.17 “Employee” shall mean any employee of the Company or any Parent or Subsidiary.

2.18 “Exchange Act” shall mean the Securities Exchange Act of 1934, as amended.

2.19 “Fair Market Value™ shal} mean, with respect to any property other than Shares, the market value of such properly determined by such methods
or procedures as shall be established from time (o time by the Commiltee. The Fair Market Value of Shares as of any date shall be determined as fotlows:

(i} I€ the Shares are lisicd on any established stock exchange or a national market system, including without limitation, the National Market
System of NASDAQ, the Fair Market Value of a Share will be (i) the closing sales price for such Shares (or the closing bid, if no salcs are reported)
as quoted on that system ot exchange (or the systemn or exchange with the greatest volume of trading in Shares) on the last matket trading day prior to
the day of determination or (ii) any sales price for such Shares (or the closing bid, if no sales are reporied) as quoted on thal system or exchange (or
the system or exchange with the greatest volume of trading in Shares) on the day of determination, as the Commiitee may selecl, in cach case as
reporied in the Wall Street Journal or any other source the Committee considers reliablc.

(ii}) I the Shares are quoted on the NASDAQ System (but not on the NASDAQ National Market System) or are regularly quoted by recognized
securities dealers but selling prices are not reported, the Fair Markel Value of a Share will be the mean between the high bid and low asked prices for
the Shares on (i) the last market trading day prior to the day of determination or (i) the day of determination, as the Commitice may select, in each
case as reported in (he Wall Street Journal or any other scurce the Commiltee considers reljable.

B-3 i



(iii) If the Shares are not traded as set forth above, the Fair Market Value witl be determined in good faith by the Commiltee with reference 1o
the earnings history, book value and prospects of the Company in light of market conditions generally, and any other factors the Commitiee considers
appropriate, such determination by the Committee (o be final, conclusive and binding.

2.20 “Family Member™ means any child, stepchild, grandchild, parent, stepparent, grandparent, spouse, {ornier spouse, sibling, niece, ncphew,
mother~in—law, father—in—law, son-in~law, daughter—in—law, brother—in—law, or sister—in~law, including adoptive relationships, any person sharing the
Participant’s houschold (other than a tenant or employee), a trust in which these persons (or the Participant) control the management of asscls, and any other
entity in which these persons (or the Parlicipant) own more than SO percent of the voting interests.

2.21 “Incentive Stock Option” means an Option intended (o qualify as an incentive stock option within the meaning of Section 422 of the Code and
the regulations promulgated thereunder.

2.22 “Individual Arrangements” mcans il\c Nonqualified Stock Option Agreement dated as of January 11, 2003 by and between the Company and
Stephen H. Capp, and the Nonqualified Stock Option Agreement dated as of April 10, 2002 by and between the Company and Daniel R, Lee.

2.23 “Limitations” shall have the meaning set forth in Section 3.2.

2,24 "Option” shall mean any right granted to a Participant under the Plan allowing such Participant to purchase Shares at such price or prices and
during such period or periods as the Commilee shall determine.

2.25 “Other Stock Unit Award" shall have the meaning set forth in Section 8,1,

2.26 “Parent” mcans a “parent corporation” with respect fo the Company, whether now or later existing, as defined in Section 424(e) of the Code.
2.27 “Participant” shall mean an Employee, Director or Consultant who is selected by the Committee to receive an Award under the Plan.

2.28 “Payee” shall have the meaning set forth in Section 13.1.

2.29 “Performance Award” shall mean any Award of Performance Shares or Performance Units granted pursuant to Article 9.

2.30 “Performance Period” shall mean that period established by the Committee al the time any Performance Award is granted or at any time
thereafier during which any performance goals specified by the Commitlee with respect to such Award are to be measured,

2.31 “Performance Share” shall mean any grant pursuant 10 Article 9 of a unit valued by reference to a designated number of Shares, which value
may be paid to the Participant by delivery of such praperty as the Committee shall determine, including cash, Shares, other properly, or any combination
thereof, upon achievement of such performance goals during the Performance Period as the Committec shalt establish at the time ol such grant or thereafter.

2.32 “Performance Unit” shall mean any grant pursuant to Arlicle 9 of a unit valued by reference Lo a designated amount of property (including
cash) other than Shares, which value may be paid to the Participant by delivery of such property as the Committee shall determine, including cash, Sharcs,
other property, or any combinatjon thercof, upon achicvement of such performance goals during the Performance Period as the Commitiee shall establish at
the time of such grant or thereafler.

2.33 “Prior Plans” shall mean, collectively, the Company’s 1993, 1996, 2001 and 2002 Option Plans, as amended.
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2.34 “Restricted Stock” shall mean any Shate issued with the restriction thal the holder may not scll, transfer, pledge or assign such Share and with
such other restrictions as the Committee, in its sole discretion, may impose (including any restriction on the right to vole such Share and the right to receive
any dividends), which restrictions may lapse separately or in combination at such time or times, in installments or otherwise, as the Commitice may deem
appropriate.

2.35 “Restricted Period” shall have the meaning set forth in Section 7.1.

2.36 “Restricted Stock Award” shall have the meaning set forth in Section 7.1.

2.37 “Shares™ shall mean the shares of common stock of the Company, par value $0.10 per share.

2.38 “Stock Appreciation Right” shall mean the right granled to a Participant pursuant Lo Article 6.

2.39 “Subsidiary” shall mean any cotporation (other than the Company) in an unbroken ¢hain of corporations beginning with the Company if, at the
time of the granting of the Award, cach of the corporations other than the last corporation in the unbroken chain owns stock possessing 50% or more of the

total combined voting power of all classes ol stack in one of the other carporations in the chain.

2.40 “Substitute Awards” shall mean Awards granted or Shares issued by the Company in assumption of, or in substitution or exchange for, awards
previously granted, or the right or obligation to make luture awards, by a company acquired by the Company or any Subsidiary or with which (he Company
or any Subsidiary combines.

. . - . - .’ -
o I b SIS A T L1 L 41 . "
343 YAentr—rreq shallmean-the-aequisition-bBythe-Company-of-Astarmwvhetherunder-the-existing Merger-Agreement-or-otherwise-
ARTICLE 10

SHARES SUBJECT TO THE PLAN

3.% Number of Shares.

(a) Subject to adjustment as provided in Section 12.2, a lotal of 3,800;880-4,750,000, Shares shall be authorized for grant under the Plan,-pluws-
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Shares subject 10 awards granted under the Prior Plans and Individual Arrangements, which such awards are forfeited, expire or otherwise terminate
without issuance of Shares, or are settled for cash or otherwise do not resull in the issnance of Shares, on or after the effective date of this Plan. Any
Shares (hat arc subject 1o Awards of Options or Stock Appreciation Rights shall be counted against this limit as one Share for every onc Share
granted. Any Shares that are subject to Awards other than Options or Stock Appreciation Rights (including, but not limited (0, Shares delivered in
satisfaction of Dividend Equivalents) shall be counted against this limil as 1.4 Sharcs for every one Share granted.

(b) If any Shares subject to an Award or 1o an award under the Prior Plans or Individual Arrangements are forfeited, expire or otherwise
terminate without issuance of such Shares, or any Award or award under the Prior Plans or Individual Arrangements is scttled for cash or otherwise
does nol result in the issuance of all or a portion of the Shares subject to such Award, the Shares shall, to the extent of such forfeiture, expiration,
termination, cash settlement or non—issuance, again be available for Awards under the Plan, subject to Section 3.1(¢) below,
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(c) In the cvenl that (i) any Oplion or olhier Award granied under this Plan or any option or award granted under the Prior Plans or Individual
Arrangements is exercised through the tendering of Shares (cither actually, by attestation, or by the giving of instructions lo a bioker to remit o the
Company that portion of the sales price required 1o pay the exercise price) or by Lthe withholding of Shares by the Comipany, or (i) withholding tax
liabilities arising from such Oplions or Awards under this Plan or options or awards under a Prior Plan or an Individual Arrangement are satisfied by
the tendering of Shares (cither actually, by attestation, or by the giving of instructions lo a broker to remit to the Company that portion of the sales
price required to pay the exercise price) or by (he withholding of Shares by the Company, then the Shares so tendered or withhield shall not again be
available for Awards under the Plan.

(d) Substitule Awards shall not reduce the Shares authorized for issuance under the Plan or authorized for grant to a Parlicipant in any calendar
year. Addilionally, in the event that a company acquired by the Company or any Subsidiary, or with which the Company or any Subsidiary combines,
has shares available under a pre—cxisting plan approved by shareholders and not adopted in contemplation of such acquisition or combination, the
shares available for grant purskant to the terms of such pre—existing plan (as adjusted, to the extent appropriate, using the exchange ratic or other
adjustment or valuation ratio or formula used in such acquisition or combination to determine the consideration payable to the holders of common
stock of the eatities party to such acquisition or combination) may be used for Awards under the Plan and shall not reduce the Shares authorized for
issuance under the Plan; provided that Awards using such available shares shall not be made after the date awards or grants could have been made
under the terms of the pre—existing plan, absent the acquisition or combination, and shall only be made to individuals who were employees, directors
or consultants of such acquired or combined company before such acquisition or combination.

(c) Any Shares that again become available for grant pursuant to this Article 3 shall be added back as one Share if such Shares were subject to
Options or Stock Appreciation Rights granted under the Plan or options or stock appreciation rights granted under the Prior Plans or Individual
Arrangements, and as 1.4 Shares if such Shares were subject to Awards other than Options or Stock Appreciation Rights granted under the Plan.

3.2 Limitations on Granis fo Individual Participant. Subject 1o adjustment as provided in Scction 12.2, no Participant may be granted (i) Cptions or
Stock Appreciation Rights during any 12~month period with rcspeet 10 more than 1,500,000 Shares, or (if) Restricted Stock, Performance Awards and/or
Other Stock Unit Awards that are denominated in Shares in any 12~month period with respect o more than 750,000 Shares (the “Limitations™). In addition
to Lhe foregoing, the maximum dollar value payable to any Participant in any | 2—-month period with respect to Performance Awards and/or Other Stock Unit
Awards that are valued with reference Lo cash or property other than Shares is $2,560,000. 1T an Award is cancelled, (he cancelled Award shall continue to
be counted toward the applicable Limitations.

3.3 Character of Shares. Any Shares issued hereunder may consist, in whole or in part, of authorized and unissued sharcs, treasury shares or shares
purchased in the open market or otherwise.

ARTICLE IV
ELIGIBILITY AND ADMINISTRATION

4.1 Eligibility. Any Employee, Director or Consultant shall be eligible to be selected as a Participant. Only Employees may receive awards of
Incentive Stock Options.
4.2 Administration.
(a) The Plan shall be administered by the Commitiee, constiluted as follows:

) (i) The Commiuee will consist of the Board, or a committee designated by the Board, which Committee will be constituted to satisfy
Applicable Laws. Once appointed, a Committee will serve in ils designated capacity until otherwise directed by the Board. The Board may
increase the size of the Committee and appoint additional members, remove members (with or without cause) and substituie
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new members, fill vacancies (however caused), and remove all members of the Committee and thereafier directly administer the Plan.
Notwithstanding the foregoing, unless the Board expressly resolves Lo the contrary, while the Company is registered pursuant to Section 12 of
the Eixchange Acl, the Plan will be administered only by the Compensation Committee of the Board (or such other commitice designated by the
Compensation Commitice of the Board), consisting of no fewer than two Directors, each of whom is (A} a “non—employee direclor™ within the
meaning of Rule 16b=3 (or any successor rule) of the Exchange Act, (B) an “cutside director” within the meaning of Section 162(m)(4)(C)(i) of
the Code, and (C) an “independent director” for purpose of the rules and regulations of the New York Stock Exchange or other exchange or
quotation system on which the Shares are principally traded; provided, however, the failure of the Committee to be composed solely off
individuals who arc “non—employee directors,” “outside directors,™ and “independent direclors™ shall not render inclfective or void any awards
or grants made by, or other actions taken by, such Commilttce.

(ii) The Plan may be administered by different bodies with respect to Dircctors, officers who are not Directors, and Employees and
Consultants who are neither Directors nor officers, aund Covered Employecs.

(b) 'The Commitiee shall have full discretion, power and authority, subject to the provisions of the Plan and subject to such orders or resolutions
not inconsistent with the provisions of the Plan as may from time 1o 1ime be adopted by the Board, to: (i) select the Employees, Consuhiants and
Dircclors o whom Awards may from time to time be granted hereunder; (i) determine 1he type or types of Awards, not inconsistent with the
provisions of the Plan, 10 be granted to cach Participant hereunder; (iif) determine the number of Shares to be covered by each Award granted
hereunder; (iv) determine the terms and conditions, nol inconsistent with the provisions of the Plan, of any Award granted hereunder and the form and
content of any Award Agreement; (v) determine whether, (o whal extent and under what circumstances Awards may be settled in cash, Shares or
other property, subject to the provisions of the Plan; (vi) determine whelher, lo what extent and under what circumstances any Award shall be
modified, amcudedl, canceled or suspended; (vii) interpret and administer the Plan and any instrument or agreetnent entered into undey or in
connection with (he Plan, including any Award Agreement; (viii) correct any defect, supply any omission or reconcile any inconsistency in the Plan or
any Award in the manner and 10 the extent that the Commitlce shall deem desirable to carry it into effect; (ix) establish such rules and regulations and
appoint such agents as it shall deem appropriate for the proper administration of the Plan; (x) determine whether any Award will have Dividend
Equivalents; (xi) determine whether, 1o what extent, and under what circumstances cash, Shares, or other property payable with respect to an Award
shall be deferred either automatically or at the clection of the Parlicipant; provided that the Commitiee shall fake no action that would subject the
Participant 10 a penalty tax under Section 409A of the Code; and (xi1) make any other determination and take any olher action that the Commitlee
deems necessary or desirable for administration of the Plan,

(¢) Decisions of the Commitiee shall be final, conclusive and binding on alt persons or entitics, including the Company, any Participant, any
stockholder and any Employee or any Affiliate. A majority of the members of the Committee may determine its actions and (ix the time and place off
its meetings,

(d) The Commitice may delegate o a cominittee of one or more Direclors of the Company or, to the extent permilted by Applicable Law, to
one or more officers or a committee of officers, the authority to grant Awards 10 Employees and officers of the Company who are not Direclors,
Covered Employees, or “officers,” as such term is defined by Rule 16a-1(f) of the Exchange Act, and to cancel or suspend Awards to Employees and
officers of the Company who are not Directors, Covered Employees, or “officers,” as such term is defined by Rule 16a—1(f) of the Exchange Act.
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ARTICLE V
OPTIONS

5.1 Grant of Options. Options may be granted hereunder to Participants cither alone or in addition to other Awards granted under the Plan. Any
Option shall be subject to the terms and conditions of this Article 5 and (o such additional 1erms and conditions, not inconsistent with the provisions of the
Plan, as the Commillce shall deem desirable.

5.2 Award Agreements. Ali Options granted pursuant to this Article 5 shall be evidenced by a written Award Agreement in such form and containing
such terms and conditions as the Comnittee shall determine which are not inconsisternt with the provisions of the Plan, Granting of an Option pursuant to
the Plan shall impose no obligation on the recipient Lo exercise such Option. Any individual wha is granted an Option pursuant to this Arlicie 5 may hold
more than one Oplion granied pursuant to the Plan at the same time.

5.3 Option Price. Other than in connection with Substitute Awards, the option price per cach Share purchasable under any Option granted pursuant (o
ihis Article S shall not be iess than 100% of the Fair Market Vaiue of such Share on the date of grant of such Option. Other than pursuant to Section 12.2,
the Committce shall not be permitted (o (a) lower the option price per Share of an Option after it is granted, (b) cancel an Option when the option price per
Share exceeds the Fair Market Value of the underlying Shares in exchange for another Award (other than in connection with Substitute Awards), and
(c) take any other action with respect 1o an Option that may be treated as a repricing under Lhe rules and regulations ol the New York Stock Exchange or
other exchange or quotation system on which the Shares are principally traded.

5.4 Option Period. The tem of cach Option shall be fixed by the Committee in its sole discretion; provided that no Option shall be exercisable afier
the expiration of ten years from the date the Option is granted.

5.5 Exercise of Options. Vested Options granted under the Plan shall be exercised by the Participant or by a Permitted Assignee thercol (or by the
Participant’s executors, achiministrators, guardian, beneficiary, or legal representative, or Family Members, as may be provided in an Award Agreement) as
10 all or part of the Shares covered thereby, by the giving of wrilten notice of excrcise 1o the Company or its designated agent, specifying the number of
Shares to be purchased, accompanied by payment of the full purchase price for the Shares being purchased. Unless otherwise provided in an Award
Agreement, full payment of such purchase price shall be made at the time of exercise and shall be made (a) in cash or by certified check or bank check or
wire transfer of immediately avaitable funds, (b) with the consent of the Committee, by tendering previously acquired Shares (cither actually or by
attestation, valued at their then Fair Market Value) that have been owned for a period of at least six months (or such other period to avoid accounting
charges against (he Company’s eanings), (c) with the consent of the Committee, by delivery of other consideration (including, where penmnitied by law and
the Commmitiee, other Awards) having a Fair Market Vaiue on the exercise date equal to the tofal purchase price, (d) with the consent of the Committee, by
withholding Sharcs otherwisc issuable in connection with the exereise of the Option, (¢) with the consent of the Commitiee, by delivery of a properly
executed exercise notice together with any other documentation as the Cominittee and the Participant’s broker, if applicable, require to effect an exercise off
the Option and detivery to the Company of the sale or other proceeds (as permitied by Applicable Law) required to pay the exercise price, , {f) (hrough any
other method specified in an Award Agreement, or (g) any combination of any of the foregoing. In connection with a (ender of previously acquired Shares
pursuant to clause (b) above, the Commilice, in its sole discretion, may permit the Participant to constructively exchange Shares already owned by the
Participant in licu of actually tendering such Shares 1o the Company, provided that adequale documentation concerning the ownership of the Shares to be
constructively tendered is furnished in form satisfactory to the Commitice. The notice of exercise, accompanicd by such payment, shall be delivered to the
Company al ils principal business office or such other office as the Commitice may from time 1o time direct, and shall be in such form, containing such
further provisions consistent with the provisions of the Plan, as the Committee may from time 10 tite prescribe. In no event may any Option granted
hereunder be exercised for a fraction of a Share. No adjustment shall be made for cash dividends or other rights for which the record date is prior to the date
of such issuance.
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5.6 Form of Setilement. In its sole discretion, the Commiltec may provide, al (he time of grant, that the Shares 1o be issued upon an Option’s exercise
shall be in the form of Restricted Stock or other similar securitics, or may reserve the right so to provide afler the time of grant.

5.7 Incentive Stock Options. Wilh respect Lo the Options that may be granted by the Commiltee under the Plan, the Commiltee may grant Oplions
intended to qualify as Incentive Stock Options 1o any Employee of the Company or any Parent or Subsidiary, subject (o the requirements of Section 422 of
the Code. The Award Agreement of an Option intended to qualify as an Incentive Stock Option shall designate the Option as an Incentive Stock Oplion
Notwithstanding anything in Section 3.1 to the contrary and solely [or the purposcs of determining whether Shares are available {or the grant of Incentive
Stock Options under the Plan, (he maximum aggregate number of Shares with respect to which Incentive Stock Options may be granted under the Plan shall

5 Bits-tH-6o pute-g : 5608004 5 " o-0ird e S a6 a3
Aequisition 4,750,000 Shaves. Notwilhstanding the provisions of Scction 5.3, in the case of an Incentive Stock Oplion granted to an Employce who, at the
time the Incentive Stock Option is granted, owns stock representing more than ten percent of the voling power of all classes of capital stock of the Company
or any Parent or Subsidiary, the per Share excreise price will be no less than 110% of the Fair Market Value per Share on the date of grant. Notwithstanding
the provisions of Section 5.4, in the case of an Incentive Stock Option granted Lo an Employee who, at the time the Incentive Stock Option is granted, owns
stock represeating more than ten percent of the voling power of all classes of capital stock of the Company or any Parent or Subsidiary, the temn of the
Incentive Stock Option will be five years from the daie of grant or any shorter term specified in the Award Agreemen, Notwithstanding the foregoing, {f the
Shares subject to an Employee’s Incentive Stock Options (granted under al! plans of the Company or any Pareat or Subsidiary), which become excrcisable
for the first time during any calendar year, have a Fair Market Value in excess of $100,000, the Options accounting for this excess will be not be treated as
Incentive Stock Options. For purposes of the preceding sentence, Incentive Stock Options will be taken into account in the order in which they were
granted, and the Fair Market Value of the Shares will be determined as of the time of grant.

5.8 Termination of Employment or Consulting Relationship or Directorship. If a Participant holds exercisable Options on the date his or her
Continuous Status as an Employee, Director or Consullant terminates (other than because of termination due to Cause, death or Disability), the Participan(
may cxercise the Options that were vested and exercisable as of the dalc of lermination until the end of the original term or for a period of 90 days following
such teonination, whichever is carlier (or such other period as is set forth in the Award Agreement or determined by the Commitice), If the Participant is not
entitied 1o exercise his or her entire Option al the date of such termination, the Shares covered by the unexercisable portion of the Option will revert to the
Plan, unless otherwise set forth in the Award Agreement or determined by the Commiliee. The Committee may determine in jts sole discretion that such
unexercisable portion of the Option will become exercisable at such times and on such terms as the Committec may determine in ils sole discretion, ¥ the
Participant does not exercise an Option within the time specified above after termination, thal Option will expire, and Lhe Shares covered by it will revert 1o
the Plan, except as otherwise determined by the Commilttee.

5.9 Disability of Participant. If a Participant holds Options on the date his or her Continuous Status as an Employee, Director or Consultant
terminates because of Disability, the Participant may exercise the Options that were vested or unvested as of the date of termination until the end of the
original term or for a period of 36 months following such termination, whichever is earlier (or such other period as is set forth in the Award Agreement or
determined by the Committee). If 1he Participant does not exercise an Option within the time specified above after termination, that Option will expire, and
the Shares covered by il will revert to the Plan, except as olherwise determined by the Commitiee.

5.10 Death of Participant. 1{ a Participant holds Options on the date his or her death, the Participant’s cstate or a person who acquired the right to
exercise the Option by bequest or inheritance or under Section 12.3 may exercise the Options that were vested or unvested as of the date of death until the
end of the original lerm or for a period of 36 months following the date of death, whichever is earlier (of such other period as is set fotth in the Award
Agreement o5 determined by the Committee). If the Participant’s estate or a person who acquired the right
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to exercise the Option by bequest or inheritance or under Section 12.3 does nol exercise an Option within the time specified above alter termination, Lhat
Option will expire, and the Shares covered by it will revert 1o the Plan, except as atherwisce determined by the Committce.

ARTICLE VI
STOCK APPRECIATION RIGHTS

6.1 Grant and Exercise. The Committee may provide Stock Appreciation Rights either alone or in addition to other Awards upon such terms and
conditions as the Commilice may establish in its sole discretion.

6.2 Terms and Conditions. Stock Appreciation Righls shall be subject to such ferms and conditions, not inconsistent with the provisions of the Plan,
as shall be determined from time (o time by (he Committee, including the following:

(a) Upon the exercise of a Stock Appreciation Right, the holder shalf have the right to receive the excess of (i) the Fair Market Value of one
Share on the date of exercise or such other amount as the Commitiee shall so determine at any time during a specified period before the dale of
exercise over (i) the grant price of the right on the date of' grant, which, except in the case of Substitute Awards or in connection with an adjustiment
provided in Scction 12.2, shall not be less than the Fair Market Value of one Share on such date of grant of the right.

(b} Upon the exercise of a Stock Appreciation Right, payment shall be made in whole Shares, or cash (o the extent permissible without penaity
to the Participant under Section 409A of the Code.

{¢) The provisions of Stock Appreciation Rights need nol be the same with respect 1o cach recipient.

(d) The Committee may impose such other conditions or restrictions o the terms of exercise and the exercise price of any Stock Appreciation
Right, as it shall decm appropriate. In connection with the foregoing, the Commiltee shall consider the applicability and effect of Section 162(m) of
the Code. Notwithstanding the foregoing provisions of this Section 6.2, but subject lo Section 12.2, a Stock Appreciation Right shatl not have (i) an
exercise price less (han Fair Market Value on the dale of grant, or (i) a term of greater than ten years. In addition to the foregoing, but subject to
Section 12.2, the base amount of any Stock Appreciation Right shall not be reduced after the date of grant. The Committee shatl take no action under
this Article 6 that would subject a Participant to a penalty tax under Scction 409A of the Code.

6.3 Termination of Employment or Consulting Relationship or Directorship. If a Parlicipant holds exercisable Stock Appreciation Rights on the date
his or her Continuous Staws as an Employce, Director er Consuitant terminates (other than because of termination due to Cause, death or Disability), the
Participant may exercisc the Stock Appreciation Rights that were vested and exercisable as of the date of termination until the end of the original term or for
a period of 90 days following such termination, whichever is carlier {or such other period as is set forth in the Award Agreement or detennined by (he
Commitiec). If the Participant is not entitled (o exercise his or her entire Stock Appreciation Right at (he date of such termination, the Shares covered by the
unexercisable portion of the Stock Appreciation Right will revert (o the Plan, unless atherwise set forth in (he Award Agreement or delermined by the
Commitiee. The Commiltee may determine in its solc discretion that such unexercisabic portion of the Stock Appreciation Right will become exercisable at
such times and on such terms as the Committee may determine in its sole discretion, If the Participant does not exercise a Stock Appreciation Right within
the time specified above afier termination, that Stock Appreciation Right wili expire, and the Shares covered by it will revert 1o the Plan, except as
otherwise determined by the Committee.

6.4 Disability of Participant, 1{ a Parlicipant holds Stock Appreciation Rights on the date his or her Conlinuous Stalus as an Employee, Director or
Consultant terminates because of Disability, the Participant inay exercise the Stock Appreciation Rights that were vested or unvested as of the date of
termination until the end of the ariginal term or for a period of 36 months following such fermination, whichever is earlier (or such other periad as is set
forth in the Award Agreement or determined by the Committee). If the Parlicipant does nol
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exercise a Stock Appreciation Right wilhin the time specified above after termination, that Stock Appreciation Right will expire, and the Shares covered by
it will revert to the Plan, except as otherwise determined by the Committee,

6.5 Death of Participant. If a Participant holds Stock Appreciation Rights on the date his or her death, the Participant’s estate or a person who
acquired the right to exercise the Stock Appreciation Rights by bequesi or inheritance or under Section 12.3 may exercise the Stock Appreciation Rights that
were vested or unvested as of the date of death until the end of the original term or for a period of 36 months following the date of death, whichever 1s
carlier (or such other period as is set forth in the Award Agreement or determined by the Cotmmittee). 1f the Participant’s estate or a person who acquired
the right to exercise the Stock Appreciation Right by bequest or inheritance or under Section 12.3 does not exercise the Stock Appreciation Right within the
time specificd above after termination, that Stock Appreciation Right will expire, and the Shares covered by it will revert Lo the Plan, except as otherwise
determined by the Committee.

ARTICLE VII
RESTRICTED STOCK AWARDS

7.1 Grants. Awards of Restricted Stock may be issued hereunder to Participants cither alone or in addition to other Awards granted under the Plan (a
“Restricted Stock Award™). A Restricted Stock Award shall be subject to restrictions imposed by the Committee covering a period of lime specified by the
Committee (the “Restriction Period™). The provisions of Restricted Stock Awards need not be the same with respect to cach recipient, The Commitiee has
absolute discretion to determine whether any consideration (other than services) is (0 be received by the Company or any Afliliale as a condition precedent
to the issuance of Restricied Stock.

7.2 Award Agreements. The terms of any Restricied Stock Award granted under the Plan shall be set forth in a wrillen Award Agreement which shall
contain provisions determined by the Committee and not inconsistent with the Plan.

7.3 Rights of Holders of Restricted Stock. Except as otherwisc provided in the Award Agreement, beginning on the date of grant of the Restricted
Stock Award and subject to execution of the Award Agreeinent, the Participant shall become a sharcholder of the Company with respeet to all Shares
subject Lo the Award Agreement and shall have all of the rights of a shareholder, including the right to vote such Shares and the right to receive distributions
made with respect Lo such Shares; provided, however (hal any Shares or any other property (other than cash) distributed as a dividend or otherwise with
respect 10 any Restricted Shares as to which the restrictions have not yet lapsed shall be subject to the same restriclions as such Restricted Shares.

ARTICLE VIII
OTHER STOCK UNIT AWARDS

8.1 Other Stock Unif Awards. Olher Awards of Shares and other Awards that arc valued in whole or in part by reference 1o, or are otherwise based on,
Shares or other property (“Other Stock Unit Awards") may be granted hereunder to Participants, either alone or in addition to other Awards granied under
the Plan, and such Other Stock Unit Awards shall also be available as a form of payment in the seitlement of other Awards granted under the Plan, Other
Stock Unit Awards shall be paid in Shares or cash. Subject to the provisions of the Plan, the Conmittee shall have sole and complele authority to determine
the Employees, Consuitants and Directors 1o whom and the time or times at which such Other Stock Unit Awards shall be made, the number of Shares to be
granted pursuant to such Awards, and all other conditions of the Awards, The provisions of Other Stock Unit Awards need not be the same with respect to
each recipient.

8.2 Terms and Conditions. Shares (including secutities convertible inlo Shares) subject to Awards granted under this Article 8 may be issued for no
consideration or for such minimum consideration as may be required by Applicable Law. Shares (including securities convertible into Shares) purchased
pursuant to a purchase right awarded under this Article 8 shall be purchased for such consideration as the Comimittee shall determine in its sole discretion.
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ARTICLE IX
PERFORMANCE AWARDS

9.1 Tenins of Performance Awards. Performance Awards may be issued hereunder 1o Participants, for no consideration or for such minimum
consideration as may be required by Applicable Law, cither alone or in addition 1o other Awards granted under the Plan, The performance criteria to be
achicved during any Performance Period and the length of the Performance Period shall be determined by the Commitlec upon the grant of each
Performance Award; provided, however, that a Performance Period shall not be shorter than six months nor longer (han five years. Except as provided in
Article 11 or as may be provided in an Award Agreement, Performance Awards will be distributed only afier the end of the relevant Performance Period.
Performance Awards may be paid in cash, Sharcs, other property, or any combination thereof, in the sole discretion of the Commitiee at the time of
payment. The performance goals 1o be achieved for each Performance Period shall be conclusively determined by the Committee and may be based upon
the criteria set forth in Section 10.2, The amount of the Award to be distributed shall be conclusively determined by the Committee. Performance Awards
may be paid in a lump sum or in installments following the close of the Performance Period.

ARTICLE X
CODE SECTION 162(m) PROVISIONS

0.1 Covered Employees. Notwithsfanding any other provision of the Plan, if the Committee determines at the time Restricted Stock, a Performance
Award or an Other Stock Unit Award is granted {0 a Participant who is, or is likely to be, as of the end of the tax year in which the Company would claim a
tax deduction in connection with such Award, a Coveted Employee, then the Committee may provide that this Article 10 is applicable to such Award.

10.2 Performance Criteria. If Restricted Stock, a Performance Award or an Other Stock Unit Award is subject 1o this Article 10, then the lapsing of
restrictions thereon and the distribution of cash, Shares or other property pursuant thereto, as applicable, shall be subject to the achievement of onc or more
objective performance goals established by the Committee, which shall be based on the attainment of specified levels, or growth, of one or any combination
of the following: net sales; pretax income before allocation of corporate overhead and bonus; earnings per share; nel income, division, group or corporate
financial goals; retumn on stockholders’ equity; return on assets; attainment of strategic and operational initiatives; appreciation in and/or maintenance of the
price of the Shares or any other publicly—traded securitics of the Company; market share; gross profits; camings before taxes; earnings before interest and
(axes; camings before interest, taxes, depreciation and amortization (“EBITDA™);, economic valuc-added models; comparisons with various stock market
indices; reductions in costs, and/or return on invested capitat of the Company or any Affiliate, division or business unit of the Company for or within which
the Pasticipant is primarily employed. Such performance goals also may be based solely by reference to the Company’s performance or (he performance ol
an Affiliate, division or business unit of the Company, or based upon the rclative performance of ether companies or upon comparisons of any of the
indicators of performance relative 1o other companies. [n seiting perfonmance goals, the commiltee may specify objective adjustments 1o any of the
foregoing measures for items that it determines will not properly reflect the Company’s financial performance for these purposes, such as the write—off of
debt issuance costs, pre—opening and development costs, gain or 1oss from asset dispositions, asset or other impairtaent charges, litigation seltlement costs,
and other non—routine items that the Commiltee foresees may occur during the Performance Period. The Commitice may also exclude the impact of an
cevent or occurrence which the Commilice determines should appropriately be excluded, including (a) restructurings, discontinued operations and charges
for extraotdinary items, {b) an event either not direc(ly related to the operations of the Company or not within the reasonable control of the Company’s
management, or (¢) a change in accounting standards required by generally accepted accounting principles. Such performance goals shall be set by the
Commitice within the time period prescribed by, and shall otherwise comply with the requirements of, Section 162(m) of the Code, or any successor
provision thereto, and the regulations thereunder.
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10.3 Adjustments. Nolwithstanding any provision of the Plan (other than Anticle 11), with respect (o any Restricted Stock, Performance Award or
Other Stock Unit Award that is subject to this Articie 10, the Commitice may adjust downward, but not upward, the anount payable pursuant {o such
Award, and the Commitice may not waive the achicvernent of the applicable performance goals, except in the case of the death or Disability of the
Participant or the occurrence of a Change of Control.

10.4 Determination of Performance. Prior to the vesting, payment, settlement or lapsing of any restrictions wilh respect to any Resfricted Stock,
Performance Award or Other Stock Unit Award that js subject to this Article 10, the Committce shall certify in writing that the applicable performance
goals have been achieved Lo the extent necessary for such Award to qualify as “performance based compensation” within the meaning off
Section 162(m)(4)(C) of the Code.

10.5 Restrictions. The Committee shall have the power to impose such other restrictions on Awards subject to this Article 10 as it may deem
necessary or appropriate o ensure that such Awards satisfy all requirements for “performance—based compensation™ within the meaning of
Section 162(m)(4)(C) of the Code, or which are not inconsistent with such requirements.

ARTICLE XI
CHANGE OF CONTROL PROVISIONS

11.1 Impact of Change of Conirol. The terms of any Award may provide in the Award Agreement evidencing the Award, or the Commitice may
determing in its discretion, thal, upon a Change of Control of the Company, (a) Options and Stock Appreciation Rights outstanding as of the date of (he
Change of Control immediately vest and become fully exercisable, {b) reslrictions and deferral limitations on Restricted Stock lapse and the Restricted
Stock become [ree of all restrictions and limitations and become fully vested, (c) all Performance Awards shall be considered to be eamned and payable
(either in full or pro-rata based on the portion of Performance Period completed as of the date of the Change of Control), and any deferral or other
restriction shall lapse and such Performance Awards shall be immediately settled or distributed, (d) the restrictions and deferral limitations and other
conditions applicable to any Other Stock Unit Awards or any olher Awards shall lapse, and such Other Stock Unit Awards or such other Awards shall
become free of all restrictions, limitations or conditions and become fully vested and transferable (o the full extent of the original grant, and (¢) such other
additional benefits, changes or adjustments as the Committec deems appropriate ang fair shall apply, subject in cach case to any terms and conditions
confained in the Award Agreement evidencing such Award. Notwithsfanding any other provision of the Plan, the Comimitlee, in its discretion, may
determine that, upon the occurrence of @ Change of Control of the Company, (a) cach Option and Stock Appreciation Right shall remain exercisable for
only a limited period of time determined by the Committee (provided (hat (hey remain exercisable for at least 30 days after notice of such action is given to
the Participants), or (b) each Option and Stock Appreciation Right outstanding shall terminate within a specified number of days after notice to the
Participant, and such Parlicipant shall reccive, with respect to each Share subject to such Option or Stock Appreciation Right, an amount equal Lo the excess
of the Fair Market Value of such Sharc immediatety prior to the occurrence of such Change of Control over the exercise price per share ol such Option
and/or Stock Appreciation Right; such amount to be payable in cash, in ooe or more kinds of stock or property {including Lhe stock or properly, if any,
payable in the transaction) or in a combination thereof, as the Commitlee, in i(s discretion, shall determine. Natwithstanding the foregoing and the
provisions of Section 11.2, the Commitiee will take no action that would subject any Participant to a penalty tax under Section 409A of the Code.

t1.2 Assumprion Upon Change of Controf. Nolwithstanding the forcgoing, the terns of any Award Agreement may also provide that, if in the event
of & Change of Control the successor company assumes or substitutes for an Option, Stack Appreciation Right, Share of Restricted Stock or Other Stock
Unit Award, then cach outstanding Option, Stock Appreciation Right, Share of Restricted Stock or Other Stock Unit Award shall not be accelerated as
described in Sections 11.1(a), (b) and (d). For the purposes of this Section 11.2, an Oplion, Stock Appreciation Right, Share of Restricted Stack or Other
SloEk Unit Award shall be considered assumed or substituted for if following the Change of Control the award confers the right 10 purchase or receive, for
eac
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Share subject to the Option, Stock Appreciation Right, Restricted Stock Award or Other Stock Unit Award immediately prior to the Change of Control, the
consideration (whether stock, cash or other securitics or property) received in the transaction constituting a Change of Control by holders of Shares for each
Share held on the effective date of such transaction (and if holders were offered a choice ol consideration, the type of consideration chosen by the holders of
a majority of the outstanding shares); provided, however, hat if such consideration reccived in the transaction constituting 2 Change of Control is not solely
common stock of the successor company, the Committee may, with the consent of the successor company, provide that the consideration lo be received
upon the exercise or vesting of an Option, Stock Appreciation Right, Restricted Stock Award or Other Stock Unit Award, for each Share subject thereto,
will be solely common stock of the successor company substantially equal in fair market value to the per share consideration received by holders of Shares
in the transaction constituting a Change of Control. ‘The determination of such substantial equality of valuc of consideration shall be made by the Committee
in its sole diserction and its deteemination shall be conclusive and binding, Any assumption or substitution of an Incentive Stock Option will be made in a
manner that will not be considered a “modification” under the pravisions of Section 424(h)(3) of the Code. Notwithstanding the foregoing, on such lerms
and conditions as may be set forth in an Award Agreement, in the cvent of a termination of a Parlicipant’s employmenl in such successor company within a
specilied time period following such Change of Control, cach Award held by such Participant at the time of the Change of Control shall be accelerated as
described in Sections 11,1(a), (b) and (d) above,

ARTICLE XII
GENERALLY APPLICABLE PROVISIONS

12.1 Amendment and Modification of the Plan. The Board may, (rom time to time, alter, amend, suspend or terminate the Plan as it shall deem
advisable, subject to any requirement for stockholder approval imposed by Applicable Law; provided that the Board may not amend the Plan in any manner
that would result in noncompliance with Rule 16b=3 of the Exchange Act; and further provided that the Board may not, without the approval of the
Company’s stockholders, amend the Plan (o {a) increase (he number of Shares that may be the subject of Awards under the Plan (except for adjustments
pursuant to Section 12.2), (b} expand the types of awards available under the Plan, (¢} materially cxpand the class of persons cligible to participate in the
Plan, (d) amend any provision of Section 5.3, (€) increase the maximum permissible term of any Option specified by Seclion 5.4, or (f) amend any provision
of Section 3.2, In addition, no amendments 10, or termination of, the Plan (other than by reason of the failure of stockholders 1o approve the Plan in the
manner set forth in Section 13.12) shall in any way impair the rights of a Participant under any Award previously granted withou! such Participant’s
consent.

12.2 Adjustments, In the event of any merger, reorganization, consolidation, recapitalization, dividend or distribution {(whether in cash, shares or other
property), stock split, reverse stock split, spin—off or similar transaction or other change in corporate structure affecting the Shares or the value thereof, such
adjustments and olher substitutions shall be made to the Plan and to Awards as the Committee, in its sole discretion, deems equitable or appropriate,
including such adjustments in the aggregate number, class and kind of sccurities that may be delivered under the Plan and, in the aggregale or to any one
Participant, in (he number, class, kind and option or exercise price of securities subject to outstanding Awards granted under the Plan (including, if the
Commitice deerns appropriate, the substitution of similar options to purchase the shares of, or other awards denominated in the shares of, another company)
as the Committee may defermine (o be appropriate in its sole discretion; provided, however, that the number of Shares subject to any Award shall always be
a whole number. Where an adjustment under this Scction [2.2 is made to an Incentive Stock Option, the adjustment will be made in a manner which will
nol be considered a “modification™ under the provisions of subscction 424(h)(3) of the Code.

12.3 Transferability of Awards. Except as provided below, and except.as otherwise authorized by the Committee in an Award Agreement, no Award,
and no Shares subject 1o Awards (hat have nol been issued or as to which any applicable restriction, performance or deferral period has not lapsed, may be
sold, assigned, transferred, pledged or otherwise encumbered, other than by will or the laws ol descent and distribution, and such
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Award may be exercised during the life of the Participant only by the Participant or the Participant’s guardian or legal representative. Notwilhstanding the
foregoing, to the extent that the Committee so authorizes in the Award Agreement or otherwise, an Award other than an [ncentive Steck Option may be
assigned, in whole or in part, during (he Participant’s lifctime to one ot more Family Members of the Participant. Rights under the assigned portion may be
exercised by the Family Member(s) who acquire a proprietary interest in such Award pursuant to the assignment. The terms applicabie 1o the assigned
portion shali be the same as (hose in effect for the Award immediately before such assignment and shatl be set forth in such documents issued to the
assignee as the Commitice deems appropriate.

(2) Designation of Beneficiary. A Participant may file a wrilten designation of a beneficiary who is Lo receive any Awards that remain
unexcrcised in the event of the Participant’s death. If 2 Participant is married and the designated beneficiary is not (he spouse, spousal consent will be
required for the designation Lo be cffective. The Participant may change such designation of beneficiary at any time by writlen notice to the
Committee, subject to the above spousal consent requirement,

(b} Effect of No Designation. 1{ a Participant dics and there is no beneficiary validly designated and living at the time of the Participant’s death,
the Company will deliver such Participant’s Awards to the exccutor or administrator of hus or her estate, or if no such executor or administrator has
been appointed (1o the knowledge of the Company), the Company, in its discretion, may deliver such Awards 1o the spousc or to any one or more
dependents or relatives of the Participant, or if no spouse, dependent or relative is known to the Company, then to such other person as the Company
may designate.

() Death of Spouse or Dissolution of Marriage. I[ a Participant designates his or her spouse as beneficiary, that designation will be deemed
automatically revoked if the Participant’s marriage is later dissolved. Similarly, any designation of a beneficiary will be deemed aulomatically
revoked upon the death of the beneficiary if the beneficiary predeccases the Participant. Without limiting the generality of the preceding sentence, the
interest in Awards of a spouse of a Parlicipant who has predeceased the Parlicipant or whose marriage has been dissolved will automatically pass to
the Participant, and will not be transferable by such spouse in any manner, including but not limited to such spouse’s will, nor will any such interest
pass under the laws of intestate succession.

12.4 Termination of Employment. The Committee shall determine and sel forth in cach Award Agreement whether any Awards granted in such Award
Agrecment will continue to be exercisable, and the Leems of such exercise, on and afier the date that a Participant ceases Lo be cmployed by or 1o provide
services to the Company or any Affiliate (including as a Director), whether by reason of death, disability, voluntary or involuntary termination of
employment or services, or otherwise. The date of termination of a Participant's employment or setvices will be determined by the Commitiee, which
determination will be final.

12.5 Dividend Equivalents. Subject 1o the provisions of the Plan and any Award Agreement, the recipient of an Award (including any deferred
Award) may, if so determined by the Commiltee, be entitled (o reccive, currently or on a defetred basis, cash, stock or other property dividends, or cash
payments in amounts equivalent 1o stock or other property dividends on Sharcs (“Dividend Equivalents™) with respect to the number of Shares covered by
the Award, as determined by the Committee, in ils sole discretion, and the Commitiee inay provide that such amounts (if any) shail be deemed to have been
reinvested in additional Shares or olherwise reinvested.

ARTICLE X11]
MISCELLANEOUS

13.1 Tax Withholding. The Company shall have the right 1o make all payments or distributions pursuant to the Plan to a Participant (or to the
Participant’s executors, administrators, guardian, beneficiary, or legal representative, or Family Members) (any such person, a “Payee”) net of any
applicable Federal, State and Jocal 1axes required to be paid or withheld as a resulf of (a) the grant of any Award, (b) the exercise of an Option or Stock
Appreciation Rights, (¢) the delivery of Shares or cash, {d) the lapse of any restrictions 1 connection with
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any Award, or (€) any other event occurring pursuant to the Plan. The Company or any Affiliate shall have the right to withhold from wages or othey
amounts otherwise payable 1o such Payee such withholding taxes as may be required by law, or to otherwise require the Payee Lo pay such withholding
taxcs. If the Payee shall fail to make such tax payments as are required, the Company or its Affiliates shall, to the extent permitted by law, have the right to
deduct any such taxes from any paymenl of any kind otherwise due o such Payee or Lo take such other action as may be necessary 1o satisfy such
withholding obligations. The Committee shall be authorized to establish procedures for elcction by Participants to salisfy such obligation for the payment of
such laxes by tendering previously acquired Shares (cither actually or by attestation, valued at their then Fair Market Value) that have been owned for a
period of al feast six months {or such other period to avoid accounting charges against the Company’s earnings), or by directing the Company to retain
Shares (up to Lhe employee’s minimum required tax withholding rate) otherwise deliverable in connection wilh the Award. If Shares acquired upon exercise
of any Incentive Stock Option are disposed of in a disposition that, under Section 422 of the Code, disqualifics the holder from the application of

Section 421{a) of the Code, the holder of the Sharcs innmediately before the disposition wilt comply with any requirements imposed by the Company in
order to enable the Company to secure (he related income tax deduction to which it is entitled in such event,

13.2 Right of Discharge Reserved; Claims fo Awards. Nothing in the Plan nor the grant of an Award hercunder shall confer upon any Employee,
Consultant or Director the right to continue in (he employment or service of the Company or any Affiliate or affect any right that the Company or any
Affiliate may have to terinate the employment or service of (or to demote or 1o exclude from future Awards under the Pan) any such Employce,
Consultant or Director at any time for any reason. The Company shall not be liable for the loss of existing or potential profit from an Award granted in the
event of termination of an cmployment or other relationship. No Employee or Participant shalf have any claim to be granted any Award under the Plan, and
there is no obligation for uniformity of treatment of Employees or Participants under the Plan,

13.3 Prospective Recipient. The prospective recipient of any Award under the Plan shall not, with respect to such Award, be deemed to have become
a Participant, or lo have any rights with respect to such Award, until and unless such recipicnt shall have executed an agreement or other instrument
evidencing the Award and delivered a copy thercof to the Company, and othcrwise complicd with the then applicable terns and conditions,

13.4 Cancellation of. Award. Notwithstanding anything to the contrary contained herein, all outstanding Awards granted o any Participant may be
canceled in (he discretion of the Committee if the Participant’s Continuous Status as an Employee, Director or Consultant is terminated for Cause, or if,
alter the termination of the Participant's Continuous Status as an Employce, Dircctor, or Consultant, the Committee determines that Cause existed before
such tennination.

13.5 Stop Transfer Orders. All certificates for Shares delivered under the Plan pursuant 1o any Award shall be subject to such stop~(ransfer orders and
other restrictions as the Committee may deem advisable under the provisions of this Plan, the rules, regulations and other requirements of the Sccurities and
Lxchange Commission, any steck exchange upon which Lhe Shares arc then listed, and any applicable federal or state securitics Jaw, and the Commiltee
may cause a legend or legends (o be pul on any such certificates to make appropriate reference to such restrictions.

13.6 Nature of Payments. All Awards made pursuant 1o the Plan are in consideration of services performed or to be performed for the Company or
any Affiliate, division or business unit of the Company. Any income or gain realized pursvant o Awards under the Plan and any Stock Appreciaton Rights
constitute a special incentive payment Lo the Participant and shall not be taken into account, 1o the extent permissible under Applicable Law, as
compensation for purposes of any of the employee benefit plans of the Company or any Affiliate cxeept as may be determined by the Committee or by the
Board or board of directors of the applicable Affiliate.

13.7 Other Pians. Nathing contained in the Plan shall prevent the Board from adopting other or additional compensation arrangements, subject to
stockholder approval if such approval is required; and such arrangements may be either generally applicable or applicable only in specific cases.
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13.8 Severabiliry. Il any provision of the Plan shall be held unlawful or otherwise invalid or unenforceabie in whole or in part by a court of competent
jurisdiction, such provision shall (a) be deemed limited to the extent that such court of competent jurisdiction deems il lawful, valid and/or enforceable and
as so limited shall remain in full force and effect, and (b) not affect any other provision of the Plan or part thereof, each of which shall remain in full force
and effect. [f the making of any payment or the provision of any other benefit required under the Plan shall be held unlawful or otherwise invalid or
uneniorceable by a court of compelent jurisdiction, such unlawfulness, invalidity or unenforceability shall not prevent any other payment or benefit from
being made or provided under the Plan, and if the making of any payment in full or the provision of any other benefil required under the Plan in {ull would
be unlawful or otherwise invalid or unenforceable, then such unlawfulness, invalidity or unenforceability shall not prevent such payment or benefit from
being made or provided in part, (o the exient [hat it would not be untawful, invalid or unenforceable, and the maximum payment or benefit that would not be
unlawful, invalid or unenforceabie shall be made or provided under the Plan, .

13.9 Construction. All references in the Plan lo “Section,” “Sections,” or “Article” arc intended to refer to the Section, Sections or Article, as the
case may be, of the Plan, As used in the Plan, the words “include” and “including,” and variations thereof, shall not be deemed to be terms of limitation,
but rather shail be deemed 1o be followed by the words “without timltation.”

13.10 Unfunded Status of the Plan. The Plan is irtended to constitute an “unfunded” plan for incentive and deferred compensation, With respect to
any payments not yet made (o a Participaut by the Company, nothing contained berein shall give any such Participant any rights that are greater than those
of a general creditor of the Company. In its sole diseretion, the Commitice may authorize the creation of trusts or other arrangements lo mceet the obligations
created under the Plan to deliver the Shares or payments in lieu of or wilh respect to Awards hereunder; provided, however, that the existence of such (rusts.
or other amangements is consistent with the unfunded status of the Plan.

13.11 Governing Law. The Plan and all determinations made and actions taken thereunder, to the exten( not otherwise governed by the Code or the
laws of the United Slates, shall be governed by the laws of the State of Delaware and construed accordingly.

13,12 Effective Date of Plan; Termination of Plan. The Plan shall be effective on the date of its adoption by the Board, subject 10 the approval of the
Plan, within 12 months thereafler, by affinnative voles representing a majority of the votes cast under Applicable Laws at a duly constituted meeting of the
stockholders of the Company. A fter the adoption of this Plan by the Board, Awards may be made, but all such Awards shall be subject to stockholder
approval of this Plan in accordance with the first sentence of this Section 13.12, and no Options or Stock Appreciation Rights may be exercised prior to such
stockholder approval of the Plan. If the siockholders do not approve this Plan in the manner set forth in the first sentence of this Section 13.12, this Plan, and
all Awards granted bereunder, shall be null and void and of no effect, Awards may be granted under the Plan at any time and from time to titne on or prior
fo the tenth anniversary of the effective date of the Plan (unless the Board sooner suspends or terminates the Plan under Section 12.1), on which date the
Plan will expire excepl as 1o Awards then outstanding under the Plan. Notwithstanding the foregoing, unless affinmalive voles representing a majorily of the
votes casl under Applicable Laws approve the continuation of Article 10 at the first duly constituted meeting of the stockholders of the Company that occurs
in the fifth year following the latey of i) the effective date of this Plan or ii) the then most recent re-appraoval of the continnation of Article 10 of the
Plan, no Awards other than Options or Stock Appreciation Righ(s shall be made to Covered Employees following the date of such meeting, Except as set
forth in the 1hird sentence of this Section 13.12, outstanding Awards shatl remain in effect until they have been exercised or terminaled, or have expired.

13.13 Foreign Employees. Awards may be granted 1o Participants who are foreign nationals or employed outside the Uniled Stales, or both, on such
terms and conditions different from those applicable 1o Awards to Employees employed in the United States as may, in the judgment of the Committee, be
necessary or desirable in order to recognize differences in local law or tax policy. The Commitiee also may impose conditions on the exercise or vesting of
Awards in order 10 minimize the Company's obligation with respect ta tax equalization for Employces on assignments oulside their home country.
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13.14 Effect on Prior Plans. On the approval of this Plan by the stockholders of the Company in the manner set forth in Section 13.12, the Prior Plans
shall be cancelled and no further grants or awards shall be made under the Prior Plans. Grants and awards made under the Prior Plans before the date of such
cancellation, however, shall continue in effect in accordance wilh {heir terms. Grants and awards made under the Individual Amangements shall likewise
continue in effect in accordance with (heir terms.

13.15 Other Company Compensation Plans. Sharcs available for Awards under the Plan may be uscd by the Company as a form of payment of
compensation under other Company compensation plans, whether or not existing on the date hereof. To the extent any Shares are used as such by the
Company, such Sharcs will reduce the then number of Sharcs available under Article 3 of the Plan for future Awards,

13.16 Captions. ‘The captions in the Plan are for convenience of reference only, and are not intended to narrow, limit or affect the substance or
interpretation of the provisions contained herein.
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Appendix C
Amended and Restated Directors Delerred Compensation Plan
(Amendment To Be Yoted On Is Indicated by Underline for Additions and Strikethrough Text
for Deletions)

AMENDED AND RESTATED
HOLASNOOD PARK PINNACLE ENTERTAINMENT, INC.
DIRECTORS DEFERRED COMPENSATION PLAN

wacle Eptertainment, Ing,, a Delaware corporation (the “Corporation™), hereby amends and restates in its entitcty the
Hollywood Park-Reatiy-Enaterprises, Inc. Direclors Deferred Compensation Plan heretofore maintained by the Corporation, ¢ffective as of the time set forth
in Scction 6 below, as lollows:

1. Eligibility, Each member of (he Board of Directors of the Corporation is eligible to participate in the Plan,
2. Participation.

a. Time of Election. Six months prior 1o the beginning of a calendar ycar, commencing with calendar year 1993, cach eligible Direclor may elecl
to participate in the Plan by directing that all or any part of the compensation (including fees payable for services s chairman or a member of a
committee of the Board) which otherwise would have been payable cursently for services renderced as a Director {'Compensation') during such
calendar year and succeeding calendar years shail be credited (0 a deferred compensation account (the “Director’s Account™). Any person who shall
become a Director during any calendar year, and who was not a Director of the Corporation prior (o the beginning of such calendar year, may clect,
within 30 days after the Direclor's (crm begins, to defer payment of all or any part of the Director’s Compensation camed during the remainder of
such calendar year and for succeeding calendar years; provided, however, that such election shall only be implemented six months after the date such
clection is filed with (he Corporation pursuant to Section 2(b). Notwithstanding the foregoing, with respect to calendar year 1992, cach cligible
Director may clect within two wecks after (he effective date of this Plan (as described in Paragraph 6, below) to defer the Director’s Compensation
beginning six monlths after such election.

b. Form and Duration of Election. An election to participate in the Plan shall be made by written notice signed by the Divector and filed with
the Sccretary of the Corporation, Such clection shalt specify the amount of the Director’s Compensation to be deferred and specify an allocation of
the deferred Compensation between cash and “Shares” as herein provided. For purposcs-of this Plan, “Shares” shall mean sharcs of the common stock
of the Corporation. Such election shall continue until the Director terminates such election by signed written notice filed with the Sccretary of the
Corporation, Any such termination shall become effective six months after notice is given and only with respect to Compensation payable thereafter.
Amounts credited 10 the Director’s Account prior to the effective date of termination shall not be affected by sueh termination and shall be distributed
only in accardance with the terms of the Plan.

¢. Renewal. A Director who has tesminated his election Lo participate may thereafter file another election to participate for the calendar year
subsequent Lo the filing of such clection and succeeding calendar ycars, subject to Section 2(a) hereof.

3. The Director s Accownt. All compensation which a Director has elected 1o defer under the Plan shall be credited, at the Director’s election, to the
Direclor’s Account as follows:
a. As of (he date the Director’s Compensation would otherwise be payable, the Director’s Account will be credited with an amount of cash
cqual to the amount of such Compensation which the Dircctor elected to defer and to be allocated (o cash,

b. As of the date the Director’'s Compensation would otherwise be payable, there shall be credited 1o the Director's Account the number of full
and fractional Shares obtained by dividing the amount of such Compensation which the Director clected to defer and (o be allocated (o Shares by the
average of the closing price of a Share on the principal stock exchange on which such Shares are then listed, or, if they are not then listed on a stock
exchange, the average of the closing price of a Share on the NASDAQ National Market System, on the last ten business days of the calendar quarter
or month, as the case inay be, for which such Compensntion is payable.
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¢. At the end of each calendar quarter there shall be credited 1o the Director’s Account the number of full and/or fractionat Shares obtained by
dividing the dividends wiich would have been paid on the Shares crediled (o the Direclor's Account as of the dividend recosd date, if any, occurring
during such calendar quarter if such shares had been shares of issued and outstanding Shares on such date, by the closing price of a Share on the
principal stock cxchange on which such Shares are then listed, or, i’ Shares are not then listed on a stock exchange, the closing price of a Share on the
NASDAQ National Market System, on the date such dividend(s) is paid. In the case of stock dividends, there shall be credited to the Director’s
Account the number of full and/or fractional shares of Shares which would have been issucd with respect to the Shares credited to the Director's
Account as-of the dividend record date if such Shares had been shares of issued and outstanding Shares on such date.

d. No fractjonal share interests credited (0 a Director’s Account shall be distributed puysuant to Section 4 hereol. Instead, any fractional Shares
remaining at the time the final distribution is made pursuant to paragraph 4 herein shall be converted into a cash credit by multiplying the number of
(ractional shares by the average of the closing price of a Share on (he principal stock exchange on which Shares are then listed, or, if they are not then
listed on any stock exchange, the average of the closing price of a Share on the NASDAQ National Market System, on Lhe last ten business days prior
to the date of the final distribution from the Director's Account,

¢. Cash amounts credited Lo the Director’s Account pursuant to subparagraph (a) above shall accrue interest commencing from the dale the cash
amounts are credited to the Dircctor’s Account at a rate per annuin to be determined from time to time by the Board of Directors (lhe “Board™).
Amounts credited 16 the Director's Account shall continue (0 accrue interest until distributed in accordance with the Plan.

The Director shall not have any interest in the cash or Shares credited to the Director’s Account until distributed in accordance with the Plan,

4, Distribution fiom Accounts.

a, Form of Election. At the time a Director makes a participation election pursnant to paragraphs 2(a) or 2(c), the Director shall also file with
the Secretary of the Corporation a signed written election with respect to the method of distribution of the aggregate amount of cash and Shares
credited to the Director’s Account pursuant to such participation clection. A Dircctor may elect 1o receive such amount in one Jump—sum payment or
in a number of approximalely equal annual installments (provided the payout period does not exceed 15 years), The lump—sum payment or the first
installment shall be paid as of the first business day of the calendar quarter immediately following the cessation of the Director's service as a Dircctor
of the Corporation. Subsequent installments shall be paid as of the first business day of cach succeeding calendar quarter until the entire amount
credited to the Director’s Account shall have been paid. A cash payment will be made with (he final distribution for any fraction of a Share in
accordance with paragraph 3(d) hereof.

b. Adjustment of Method of Distribution. A Direclor participating in the Plan may, prier (o the beginning of any calendar ycar, file another
written notice with the Sccretary of the Corporation clecting to change the method of distribution of the aggregate amount of cash and Shares credited
10 the Director’s Account for services rendered as a Director commencing with such calendar year. Amounts credited Lo the Direclor's Account prior
to the effective date of such change shall not be affected by such change and shall be distributed only in accordance with the clection in effect at the
time such amounis were credited to the Director’s Account.

5. Distribution on Death. If a Director should die before al} amounts credited to the Director’s Account shall have been paid in accordance with the

clection referred to in paragraph 4, the balance in such Account as of the date of the Director’s dealh shall be paid promptly following the Director’s death
to the beneficiary designated in writing by the Director. Such balance shall be paid 1o the estate of the Director if {a) no such designation has been made, or
(b) the designated beneficiary shall have predeceased the Director and no furiher designation has been made.

6. Effective Date. This Plan originally became effective on its approval by the shareholders of this Corporation in September, 199). This Amended

and Restated Plan shall become effective when approved by the affirmative vote of the holders of a majority of the voting sharcs of the Corporation present,
or represenied, and voting at a meeting duly held in accordance with the Delaware General Corporation Law.
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7. Shares Issuable. The maximum number of Shares which may be issued pursuant to this Plan is 375;680-325.000,

8. Limitation on Distributions. Notwithstanding anything to the contrary in this Plan, the maximum number of Shares which can be issued pursuant 1o
this Plan in any fiscal year is one percent {1%) of the outstanding number of Shares at the beginning of such fiscal ycar, except Lo the exient that a greater
distribution is authorized by the Board (as defined below). If distributions would exceed this amount, distributions to each Director shall be reduced on a pro
rata basis. Shares not distributed in any fiscal year because of this Scction 8 shall be distributed as soon as possible in the next fiscal year, within the limits
of this Section 8,

9. Miscellaneous.

a. The right of a Director Lo reccive atty amount in the Dircetor’s Account shall not be transferable or assignable by the Dircctor, except by a
beneficiary designation under Section 5, by will or by the laws of descent and distribution, or pursuant to a qualified domestic relations order as
defined by the Internal Revenue Code of 1986, as amended, or Title | of the Employee Retirement Income Sccurity Act, or the rules thereunder, and
no part of such amount shall be subject Lo attachment or other legal process.

b. The Comoration shall not be required to reserve or otherwise set aside funds or Shares for the payment of its obligations hereunder. The
Corporation shall make available as and when required a sufficient number of Shares (o meel the needs of the Plan, either by the issnance of new
shares of the common stock of the Corporation, or the purchase of Shares on the open market or through private purchascs, as (he Corporation may
detenmine.

¢. The establishment and maintenance of, or allocation and credits, to the Director’s Account shall not vest in the Director or his beneficiary any
right, title or interest in and to any specific assets of the Corporation, A Direclor shall not have any dividend or voting rights or any other rights of'a
stockholder (cxcept as expressly set forth in paragraph 3 with respect to dividends and as provided in subparagraph (g) below) until the Shares
credited to a Director’s Account arc distributed. The rights of a Director to receive payments undey this Plan shall be no greater than the right o an
unsccured general creditor of this Corporation.

d. The Plan shall be administered by the Board, The Board shatl have the full discretion and power Lo interpret provisions of the Plan, to
prescribe, amend and rescind rules and regulations relating to the Plan, {0 compute amounts to be credited to and disiributed from Directors’
Accounts, and to make all other delerminations it deems necessary or advisable to administer the Plan, with ail such determinations being final and
binding; provided, however, ihat the Board will not have the power 10 lake any action relating to eligibilily for participation in the Plan or the number
of Shares (o be issued ta cach participating Director.

¢. The Board may at any time terminate the Plan or amend the Plan in any manner it deems advisable and in the best interests of the
Corporation; provided, however, that (i) no amendment or termination shall impair the rights of a Director with respect 10 amounts then credited Lo the
Director’s Account, and (i) no amendment shall accelerate any payments or distributions under the Plan (except with regard to bona fide financial
hardships).

f. Lach Director participating in the Plan will receive an annual statement indicating the amount of cash and number of Shares credited to the
Directot's Account as of the end of the preceding calendar ycar.

g. If adjusiments are made to outstanding shares of Shares, or if outstanding shares of Sharcs are converted into or exchanged for, other
securities or property, as a result of stock dividends, stock splits, reverse stock splits, recapitalizations, reclassifications, metgers, split—ups,
reorganizations, cansolidations and the like, an appropriate adjustment (as determined i good faith by the Board) will also be made in the number
and kind of shares or property credited 1o the Director's Account, so that, when distributions are made pursuant to this Plan, the Director will receive
the number and kind of securilies or property Lo which a holder of Shares would have been enfitied upon such event. In addition, if outstanding Shares
are converted into or exchanged for another sceurity, all references to “Shares™ in this Plan shall be deemed to be references (o such other security.
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THIS PROXY IS SOLICITED ON BEKALF OF THE BOARD OF DIRECTORS

ANNUAL MEETING OF STOCKHOLDERS
May 20, 2008
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THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED AS DIRECTED BY THE UNDERSIGNED. IF NO SUCH

DIRECTIONS ARE MADE, THIS PROXY WiLL BE VOTED FOR THE ELECTION OF THE NOMINEES LISTED ON THE REVERSE
SIDE FOR THE BOARD OF DIRECTORS AND fOR EACH PROPOSAL.

PLEASE MARK, SIGN, DATE AND RETURN THi5 PROXY CARD PROMPTLY USING THE ENCLOSED REPLY ENVELOPE

CONTINUED AND TO BE SIGNED ON REVERSE SIDE
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