
(i UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549-3010

DIVSION OF
CORPORATION FINANCE

March 17, 2009

John A. Godfrey
Executive Vice President, General
Counsel and Secreta
Pinacle Entertent, Inc.
3800 Howard Hughes Parkway
Las Vegas, NV 89169

Re: Pinacle Entertent, Inc.
Incomig letter dated Febru 25,2009

Dear Mr. Godfey:

Ths is in response to your letter dated Febru 25, 2009 concerng the
shareholder proposal submitted to Pinacle by the Laborers' Distrct Council and

Contractors' Pension Fund of Ohio. Our response is attched to the enclosed photocopy
of your correspondence. By doing ths, we avoid having to recite or sumarze the facts
set fort 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 fort a brief discussion of the Division's informal procedures regarding shareholder
proposals.

Sincerely,

 
 

Senior Special Counsel

Enclosures

cc: Kenny Holland
Trustee
Laborers' Distrct Council and

Contractors' Pension Fund' of Ohio
77 Dorchester Square
Westervile, OH 43081-3351



DIVISION OF CORPORATION FINANCE 
. INFORM PROCEDURS REGARING SHAREHOLDER PROPOSALS
 

The Division of Corporation Finance believes that its responsibility with respect to 
matters arsing mider Rule 14a-8 (17 CPR 240. 
 14a-8), as with other matters under the praxy 
rules, is to aid those who must comply with the tile by offering informal advice and suggestions 
and to determine, intially, whether or not it may be appropriate in a paricular matter to 
recommend enforcement action to the Commssion. In connection with a shareholder proposal 
under Rule 14a-8, the Division's staff considers the information fushed 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 fushed by the proponent or the proponent's representative. 

Although Rule 14a-8(k) does not require any communcations from shareholders to the 
Commission's staff 
 the staff wil always consider information concerning alleged violations of 
the statutes admistered by-the Commssion, inc1uding arguent 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 constred as changing the staffs inform,al 
procedures and proxy review into a formal or adversar procedure. 

It is important to note that the staffs and Commssion's no-action responses to 
Rule 14a-8(j) submissions reflect only informal views. The deteriations reached in these no

action letters do not and canot adjudicate the merits 
 of a company's position with respect to the 
proposal. Only a cour such as a U.S. Distrct Cour can decide whether a company is obligated
 

. to include shareholder proposals in its proxy materials: Accordingly 
 a discretionar
 
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 cour, should the management omit the proposal from the company's proxy 
material. 



March 17, 2009

Response of the Offce of Chief Counsel
Division of Corporation Finance

Re: Pinacle Entertent, Inc.
Incoming letter dated Febru 25,2009

The proposal relates to succession plang.

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

We note that Pinacle did not fie 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 defitive proxy materials as requied by rue 14a-8(j)(1). Noting the circumstaces
of the delay, we grant Pinnacle's request that the 80-day requiement be waived.

 

 
Julie F. Bell
Attorney-Adviser
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PINNACLE'
ENTERTAINMENT

3800 Howard Hughes Parkway, Las Vegas, Nevada 89169

T 702.784.7777 F 702.784.7778 www.pnkinc.col11

VIA ELECTRONIC MAIL
(~·hareholderproposals@$ec.gov)

AND FEDERAL EXPRESS

February 25, 2009

U.S. Securities and Exchange Commission
Office of Chief Counsel
Division of Corporation Finance
100 F Street, N.E.
Washington, D.C. 20549

Re: Pinnacle Entertainment, Inc.
Securities Exchange Act of 1934 - Rule 14a-8
Stocl,holder 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 Fund 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 latcr than the eighty (80) calendar days before Pinnacle
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• 

• 
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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 submittcd 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: (I) Rule 14a-8(e)(2) because Pinnacle received the Proposal at its 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 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 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(e)(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-schedulcd annual meeting "must be received at the company's principal 
cxecutivc offices not lcss than 120 calendar days before the date of the company's proxy 
statcment 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 Rulc 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 5, 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(e)(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)(l). As stated in Rule 14a-8(f)(l), "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)(l) 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 exclude a stockholder proposal from its proxy 
materials "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 ofAmerica 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 
effectivcly 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 CEO's individual performance and the performance of the 
Company in meeting its business goals; and (3) reviewing annually with the CEO shOli-term and 
long-term management succession plans, including plans for interim succession in the event of 
an unexpected occurrence. Accordingly, CEO 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 Staffs 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 after 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, 

(J" ;/ /) /-1 tv'2 ' >1 {/Yi~ 1// . .)ofT V 
J 1'\11 A. Godfrey, 
,:tecutivc Vicc Presid nt, 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
 
LlUNA Department of Corporate Affairs
 
905 16th Street, NW
 
Washington, DC 20006
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Sent Via Fax 702-784-7778 
Febnuu'y 16, 2009 

Mr. John Godfrey
 
gVp, General Counsel and Corporate Secretary
 
Pinnacle Entertainment, Inc.
 
3800 Howard Hughes Parkway
 
Las Vegas, NV 89169 

1)ea( Mr. Godfrey, 

On behalf of the Laborers' District Council and Contractors' Pension Fund of
 
Ohio ("Fund"), 1hereby submit the enclosed shareholder proposal ("Proposal") for
 
incl\l~ion in the Pinnacle Entertainment, Inc. ("Company") proxy statement to be
 
circulated to Company ~hareholders in conjunction with the next annual meeting of
 
shareholders. The I'xoposal is submitted under Rule 14(a)-8 (Proposals of Security
 
Holders) of the U.S. Securities and Exchange Commission's proxy regulations.
 

The Fund Is the benefIcial owner of approximately J,020 shares of the Company's 
common stock, which have been held continuously for more than a year prior to this date 
of submission. The I'xoposalis submitted in order to promote a governance system at the 
Company that enables the Board and senior management to manage the Company for the 
long-term. Maximizing the Company's wealth generating capacity over the long-term 
will best serve the interests of the Company shareholders and other important co.nstituents 
of the Company. 

The Fund intends to hold the shares through the date of the Company's next 
llllnual meeting of shareholders. The record holder of the stock will provide the 
appropriate verification of the Fund's benefi¢lal ownership by separate lener. Either the 
undersigned or a designated representative will present the Proposal for consideration at 
the armual meeting of shareholders. 

If you have any questions or Wish to discuss the Proposal, please contact Ms.
 
Jennifer O'Dell, Assistant Director of the UUNA Department of Corporate Affairs at
 
(202) 942-2359. Copies of correspondence or a request for a "no-action" letter should be 
forwarded to Ms. O'Dell in care of the Laborers' International Union of North America 
Corporate Governance Project, 905 16lb Street, NW. Washington, DC 20006. 

',\. ,..' . ~ ; ..... 
. . ~ . '.: 
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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 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 identify 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.
 

Supporting Statement:
 

CEO succession is one of the primary responsibilities of the board of 
directors. A recent study published by the NACO quoted a director of a large 
technology firm: '''A board's biggest responsibility is successiOn planning. It's the 
one area where the board Is completely accountable, and the choice has 
significant consequences, good and bad, for the corporation's future." (The Role 
of the Board in CEO Succession: A Best Praotioes Study, 2006). The study also 
cited research by Challenger, Gray &Christmas that "CEO departures doubled in 
2005, 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 Great: Board 
Governanoe and Effeotive Human Capital Management, Hay Group found that 
65% of the Most Admired Company boardS have a well defined CEO succession 
plan to prepare for replacement of the CEO on a long-term bllsis and thllt 91 % 
have a well defined plan to cover the emergency loss of the CEO that is 
discussed at least annually by the board. 

The NACO report identified several best practices and innovations in CEO 
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 internal 
candidates and inclUde clear candidate criteria and a formal assessment 
process. Our proposal is intended to have the board adopt a wriUen polley 
containing several specific best practices in order to ensure a smooth transition 
in the event of the CEO's departure. We urge shareholders to vote FOR our 
proposal. 
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PINNACLE
ENTERTAINMENT

PINNACLE ENTERTAINMENT, INC.
3800 HOWARD HUGHES PARKWAY

LAS YI';GAS, NY 89169

April 16, 2008

Deal' Fellow Stockholder:

You arc cordially invited to attend the Annual Meeting of Stockholders of Pinnacle Entertainment, Inc. (referred to as the "Company"), to be held at
the four Seasons Hotel at 3960 Las Vegas Boulevard South, Las Vegas, Nevada 89119 on Tuesday, May 20, 2008, at 10:00 a.m. local time.

At the annualmccting, you will be asked to consider and vote 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, to increase the maximum numbcr of awards under the 2005 Plan that may be isslled as incentivc stock options fi'om 3,000,000 to 4,750,000
shares and to make other tcchnical amendments to the 2005 Plan, including removal of the changes to the 2005 Plan made by a prior amendment
which changes never became operative;

third, a proposal to re-approve the "performance-based" compensation provisions of the 2005 Plan to comply with the requirements of
Section 162(m) of the intemal Revellue Code of 1986, as amended;

fourth, a proposal to approve an amendment to the Company's Amcnded and Restated Directors DefelTed 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 to make other technical amendments;

flflh, a proposal to ratify the appointment of Deloitte & Touche LLP as the Company's independent auditors for the 2008 fiscal year; and

such other business as may properly come before the Annual Meeting or before any adjoumments or postponements thereof.

Accompanying this letter is the formal Notice of Annual Meeting, 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 proposed amendment to the 2005 Plan, the
proposed re-approval orthe "perfonnance-based" compensation provisions of the 2005 Plan, the proposed amendment to the Directors Plan and the
ratification of auditors, all of which we would like you to approve.

Your vote is very important regardless of how many shares you own. We hope yOll can attend the annual meeting in person. However, whether or not
you plan to attend the annual meeting, 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. rfyoll attend the annual meeting, you may vote in person ifYOll wish, even though you may have previously
retul11ed your Proxy Card.

Sincerely,

Daniel R. Lee
Chairman ofthe Board 0/Directors
and ChiefE,');eculil'e Officer



PINNACLE ENTERTAINMENT, INC.
3800 HOWARD HUGHES PARKWAY

LAS V~:GAS, NEVADA 89169

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

TO THE STOCKHOLDERS OF PINNACLE ENTERTAINMENT, INC.:

NOTICE IS HEREBY GIVEN that an Annual Meeting of Stockholders of Pinnacle Entertainment, 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 Hotel at 3960 Las Vegas Boulevard South, Las Vegas,
Nevada 89119, and at any adjoummcllts or postponements thereof(thc "Annual Meeting"}. At the Annual Meeting, the Company's stockholders will be
asked to consider and vote upon:

1. The election ofnillc directors to serve 011 the Company's Board of Directors for the coming year, each to hold office until the next annual
meeting of stockholders (and until each such director's slIccessor shall have been duly elec(ed and qualified);

2. The approval of an amendment (0 the Company's 20051~quity and Performance Incentive Plan, as amended (tbe "2005 Plan") to increase by
1,750,000 the maximum number of shares ofthe Company's 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 (hat 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;

3. The re-approval of the "performance-based" compensation 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 to the Company's Amended and Restated Directors Deferred Compensation Plan (the "Directors Plan") to
increase by 50,000 the maximum number ofshares of the Company's Comllloll Stock that may be issued or subject to awards under the
Directors Plan and to make other technical amendments;

5. The ratification of the appointment of DeIoitle & Touche LLP as the Company's independent auditors for the 2008 fiscal year; and

6. Such other business as may properly come before the Annual Meeting or before any adjournments or postponements thereof.

Infonnation regarding the nine board nominees, the proposed amendrnentto the 2005 Plan, the proposed re-approval of the "perfonnance-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 to read carefully.

Only holdcrs ofrecol'd of the Company's Common Stock at the close of business on March 27,2008 are entitled to notice of and (0 vote at the Annual
Mecting or any adjournments 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 TilE PROXY CARD. WHETHER OR
NOT YOU PLAN TO ATTEND THE ANNUAL MEETING IN PERSON. YOUR PROXY CAN BE WITHDRA WN BY YOU AT ANY TIME BEFORE
IT IS VOTED.

BY ORDER OF THE BOARD OF DIRECTORS

John A. Godfrey
Secretal)'

Las Vegas, Nevada
April 16, 2008



PINNACLE ENTRRTAINMENT, INC.
3800 BOWARD BUGBES PARKWAY

LAS VEGAS, NEVADA 89169

PROXY STATEMENT RELATING TO
ANNUAL MEETING OF STOCKHOLDERS

TO BE HELl) ON MAY 20, 2008

This Proxy Statement is being fllrnished to the stockholders of Pinnacle Entertainment, inc., a Delaware corporation ("Pinnacle" or the "Company"),
in connection with the solicitation or proxies by the Company's Board of Directors for use at the Annual Meeting of the Company's stockholders to be held
on Tuesday, May 20, 2008, at 10:00 a.m. local time, at the Four Seasolls Hotel at 3960 Las Vegas Boulevard South, Las Vegas, Nevada 89119, and at any
adjournments or postponcments thercor(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 votc upon:
(i) the election of ninC directors to serve on the Company's Board of Directors for the coming ycar, cach to hold office until the next annual mccting of
stockholders (and until each such director's succcssor shall have becn duly elccted and qualified); (ii) the approval of an amendment to the Company's 2005
Equity and Performance incentive Plan, as amcnded (the "2005 Plan") to increase by 1,750,000 the maximum number of shares or Pinnacle Common Stock
that may be issued or subject to awards under the 2005 Plan, to increase thc maximum number of awards under thc 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 orthe changes to
the 2005 Plan made by a prior amendment which changes ncvcr became operative; (iii) the re-approval orthe "pcrformance-based" compensation
provisions of the 2005 Plan to comply with the requircments ofSectlol1 \62(m) of the Internal Revenue Code of 1986, as amended (thc "Code"); (iv) the
approval of an amendment to the Company's Amended and Restated Directors Deferred Compensation Plan (the "Directors Plan") to incrcase by 50,000 the
maximum number of shares of Pinnaclc Common Stock that may be issued or subject to awards undcr the Directors Plan and to make other technical
amendments; (v) the ratification orthe appointment of Deloittc & Touche LLP as our independent auditors for the 2008 fiscal year; and (vi) any othcr
business that properly comcs bcfore 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 (lfthc principal executivc offices of the Company is 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169.

ANNUAL MEETING

Record Date; Outstanding Shares; Quorum

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

Voting of Proxies; Votes Required

Stockholders are requested to complete, date, sign and return the accompanying Proxy Card in the enclosed envelope. All properly executed, returned
and unrevoked Proxy Cards will be votcd in accordance with the



instmctions indicated thereon. Executed but unmarked Proxy Cards will be voted "FOR" the election of each director nominee listed on the Proxy Card,
"FOR" the approval of the amendment to the 2005 Plan, "FOR" the re'-approval of the "pel'fonnance~based" compensation provisions of the 2005 Plan,
"FOR" the approval of the amendment to the Directors Plan and "FOR" the ratification of the appointment of independent auditors for the 2008 fiscal year.
The Company's Board of Directors docs not presently intend to bring any business before the Annual Meeting other than that referred to in this Proxy
Statement and specified in the Notice of the Annual Meeting. By signing the Proxy Cards, stockholders confer discretionaly authority on the proxies (who
are persons designated by the Board of Directors) to vote all shares covered by the Proxy Cards in their discretion Oll any other matter that may properly
come before the Annual Meeting, including any motion made Cor adjournment of the Annual Meeting.

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

Whether the proxy is submiued by mail, telephone or the internet, any stockholder who hns given a proxy may revoke it at any time before it is
exercised at the Annual Meeting by (i) filing a written revocation with, or delivering a duly executed proxy bearing a later date to, the Secretary of the
Company, at 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169, or (ii) attending the Annual Meeting and voting in person (although attendance at
the Annual Meeting will not, by itself, revoke a proxy).

Elections of directors are determined by a plurality of the votes cast at Lhe Annual Meeting. The proposals to approve the amendment to the 2005
Plan, to re-approve the "performance-based" compensation provisions of the 2005 Plan and to approve of the amendment to the Dircctors Plan require
approval by the affirmative 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 total votcs so cast on each proposal represents more than 50% of all shares entitled to vote on
that proposal. The proposal to ratify the appointment of Dcloitte & Touche LLP as the Company's independent auditors for the 2008 fiscal year requires
approval by the affinnativc vote of a majority of the Yotes cast "FOR" or "AGAINST."

Abstentions; Broker Non-Votes; Withheld Votes
A stockholdcr may vote to "ABSTAIN" on any proposal that may properly come before the Annual Meeting other than the elcction of dircctors. If a

stockholdcr votes to "ABSTAIN," such stockholder's shares will be considered present at the Anllual Meeting for pUll)oses of detcrmining a quonnn on all
matters and will be considered entitled to vote, but will have no effect with respect to the outcome ofthc vote to elect directors or to ratify the appointment
of the Company's indepcndent auditors. According to the New York Stock Exchange, or the NYSE, rules, a vote to "ABSTAIN" on the proposals to
approve the amendment to the 2005 Plan, to re-approvc the "pcrfonnance-based" compensation provisions of the 2005 Plan and to approve the amendment
to the Directors Plan will be considered as a vote 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 thc 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 docs not have discretionary authority as to
certain shares to vote on one or morc matters, such shares will be considered present at the meeting for the purposes of detennining a quorum, but will not
be considered cntitled to vote on such matter or matters. As such, broker non-votes will be counted for purposes of detennining whether there is a quorum
at the Annual Meeting and will have no effect on the proposals to approve the amendment to the 2005 Plan, Lo re~approve the "performance-based"
compensation provisions of the 2005 Plan and to approve the amendment to the Directors Plan. However, even if a quorum is present, broker non-·votes will
not count
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toward the requirement that the total votes cast on the proposal to amend the 2005 Plan, the proposal to re-approve the "performance-bascd" compensation
provisions ofthe 2005 Plan and the proposal to amend thc Directors Plan represent over 50% of all shares entitled to votc on the relevant proposal. In
addition, while broker non-votes will be counted for purposes of determining whether there is a qtlorum, broker llon'-votes will have no effect on the
outcome of the election ofdirectors or the ratification of independent auditors because the broker !lOll-votes are not counted for purposes of those proposals.

Appraisal and Dissenters' Rights

Under Delaware law, stockholders are not entitled [0 appraisal or dissenters' rights with respect to the proposals presented in this Proxy Statement.

Solicitation of Proxies and Expenses

The Company will bear the cost of the solicitation of proxies from its stockholders in the encloscd fom1. The directors, officers and employees of the
Company may solicit proxies by mail, telephone, telegram, letter, facsimile or in person. Following the original mailing of the proxies and other soliciting
matcrials, the Company will request that brokers, custodians, nominees and other record holders forward copies of the Proxy Statement and other soliciting
materials to persons for whom they hold shares of Pinnacle Common Stock and request authority for the exercisc of proxies. In such cases, the Company
will reimburse such record holders lor thcir reasonable expenses. The estimated tolal cost for such record holder and broker expenses is $64,000.

PROPOSAL I
ELECTION OF DIRECTORS

(Item No. I on Proxy Card)

Al the Annual Meeting, holders ofPinnac1e Common Stock will be asked to vote on the election of nine directors who will constitute the full Board of
Directors of the Company. The nine nominees receiving the highcst number of votes from holders of shares of' Pinnacle Common Stock representcd and
voting at the Annual Meeting will be electcd to thc Board of Directors. For the election of directors, broker non'-votes will not be counted as voting at the
meeting and therefore wllinot have an effect on the election orthe nominccs listed below. Withheld votes will also have no effect on the election of the
nominees.

Each director elected will hold office until the ncxt annual meeting of stockholders (and until his successor shall have been duly elected and
qualified). All of the nominees listed below cun'cntly serve on the Board of Directors of the Company.

Gcncral

Each proxy received will be voted for the election of the persons named below, unless the stockholder signing such proxy withholds authorily to vole
for one or more of these nominees 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 event any nominee declines or is unable to serve as a director, the proxies will be voted by the proxy holders for a
substitute nominee as directcd by the Board of Directors.

There are no family relationships between any director, nominee or executive offlcer and any other director, nominee or executive offlcer of the
Company. There arc no arrangemcllts or understandings between any director, nominee or executivc offlcer and any other person pursuant to which he has
been or will be selected as a director and/or executive officer of the Company other than arrangements or understandings with any such director, nominee
and/or exectltive offtccr acting in his capacity as such. Sec "·-Information Regarding the Director Nominees."

TIlE BOARD OF DInECTORS RECOMMENDS A VOTE "FOR" ELECTION OF ALL OF THE NOMINEES LISTED BELOW.
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Information Rcgarding the Dircctor Nominccs
The following table lists the persons nominated by the Board of Directors for election as directors of the Company and provides their ages and current

positions with the Company. Each of the nominees named below is cun"ently a director of tile Company and each was elected at last year's annual meeting
of stockholders, except for Mr. Comer, who was appointed to the Board of Directors in July 2007. Biographical information for each nominee is provided
below.

Name Age I'osition with the Company

Daniel R. Lee (a}(l)

Stephen C. Comer (b)

John V. Giovenco (b}(c)

Richard J. Goeglein (a}(d)

Ellis Landau (b}(c}(e)

Bmcc A. Leslie (b)(e)(I)

James L. Martineau (c}(d)

Michael Omest (b)

Lynn P. Reitnouer (a}(d}(e)

51 Chairman of tile Board ofDil'ectors and Chief Executive Officer

58 Director

72 Lead Director

73 Director

64 Director

57 Director

67 Director

50 Director

75 Director

Member of the Executive Committee

Member of the Audit Committee

Member of the Corporate Govemance and Nominating Committee

Member of the Compensation Commillee

Member of tile Compliance Committee

Member of tile Risk Management Oversight Commillee

Mr. Lee has been the Company's Chairman of the Board of Directors and Chief Executive Officer sincc April 2002; owner of LVMR, LLC
(developer of casino hotels) from 2000 to 2002; Chief Financial Officer and Senior Vice President of HomeGrocer.Corn, Inc. (intemet 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 J992 to 1999; Director-Equity Research of CS First Boston from 1990 to 1992; and held
various positions to Managing Director of Drexel Burham Lambert /i'om 1980 to 1990.

(a)

(b)

(e)

(d)

(c)

(I)

Mr. Comer has been one of the Company's directors since July 2007; Director, Southwest Gas Corporatlon from January 2007 to present; Managing
Partner, Deloitte & 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 Certified Public Accountants.

Mr. Giovenco has been lead director of the Company since February 2008 and one of the Company's directors since February 2003; Director, Great
Western Financial Corporation from 1979 to 1993; President and Chief Operating Of/leer, Sheraton Hotels Corporation during 1993; Director, Hilton
Hotels Corporation from 1980 to 1992; President and Chief Operating Officer, Hilton Gaming Corporation from 1985 to 1993; Executive Vice
President-Finance, Hilton I-Iotels Corporation from 1980 to 1993; Chief Financial Officer, Hilton Hotels Corporation from 1974 to 1985; Chief Financial
Officer, Hilton Gaming Corporation from 1972 to 1974; and Partner, Harris, Kerr, Forster. Certified Public Accountants (predecessor finn to PKF
International) from 1967 to 1971.
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Me C;oeglein 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 ofnon-·gaming resort properties) since mid-2005; Owner and Managing Member,
Evening Star Hospitality, LLC (acquirer, developer and operator of non-gaming resoli properties) from 2003 to early 2005; President and Chief Operating
Officer, Holiday Corporation (the parent company of Holiday Inn, Harrah's Hotels and Casinos, Hampton Inns and Embassy Suites) from 1984 to 1987;
Executive Vice President and Director, Holiday Corporation from 1978 to 1984; President and Chief Executive Officer, Harrah's Hotels and Casinos from
1980 to 1984; and Director, Boomtown, Inc. from 1993 to 1997. Me Goeglein served as President from 1997 and ChicI' Executive Officer from 2000 of
Aladdin Gaming, LLC and Aladdin Gaming Holdings, LLC (developer and operator of the Aladdin Resort & Casino in Las Vegas, Nevada), in each case
until September 21, 200 I.

Mr. Landau has becn one of the Company's directors since JanualY 2007; Executive Vice President and Chief Financial Officer of Boyd Gaming
Corporation from 1990 thm 2006; Vice President and Treasurer of Aztar Corporation (fonnerly Ramada Inc.) from 1971 to early 1990; Assistant Treasurer
of U-Haul International from 1969 to 1971; Financial Analyst at the Securities and Exchange Commission from 1968 to 1969; Treasurer and Director of
Temple Beth Sholom since mid-2006; and Chaim)an of the Board of the Anti-Delfunation League Nevada Chapter since lale 2006.

Mr. Leslie has been one of the Company's directors since October 2002; Partner, Armstrong Teasdale LLP (law firm) from January 2008; Of
Counsel, Beckley, Singleton (law finn) from 2003 to 2008; Partner, Leslie & Campbell (law firm) from 2001 to 2003; Partner, Bernhard & Leslie (law finn)
from 1996 to 200 I; Parlner, Beckley, Singleton from 1986 to 1996; and Partner, Vargas & Bartlett (law firm) from 1979 to 1986.

Me Martineau has been one of the Company's direclors since May 1999; President and Founder, Viracon, Inc. (flat glass fabricator) from 1970 to
1996; Executive Vice President, Apogee Enterprises, Inc. (a glass design and development corporation that acquired Viracon, Inc. in 1973) from 1996 to
1998; Director, Apogee Enterprises, Inc. since 1978; Director, Northstar Photonics (telecommunications busincss) from 1998 to 2002; Chainmn, Genesis
PorHolio Partners, LLC (starl-up company development) sincc July 1998; Director, Borgen Systems from 1994 to 2005; and Trustee, Owatonna Foundation
since 1973.

Mr. Omest has been one of the Company's directors since October 1998; private investor since 1983; Director of the Ornest Family Partnership since
1983; Director of the Omest Family Foundation since 1993; Director of the Toronto Argonauts Football Club from 1988 to 1991; President of the St. Louis
Arena and Vice President of the SI. Louis Blues Hockey Club from 1983 to 1986; and Managing Director of the Vancouver Canadians Baseball Club,
Paci fic Coast League fl'om 1979 to 1980.

Mr. Reitnouer has been one of the Company's directors since 1991; Director, Hollywood Park Operaling Company from September 1991 to January
1992; Partner, Crowell Weedon & Co. (stock brokerage) since 1969; Director and Chairman of the Board, COl-lR, Inc. from 1986 to 1999; Director and
Chairman of the Board, Forest Lawn Memorial Parks Association from 1975 to 2006; and Trustee, University of California Santa Barbara Foundation (and
fonner Chairman) since 1992.

Selection of Nominees for Director
It is the policy of the Board, as set forth in the Company's Corporate Governance Guidelines, to select director nominees who have achieved 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 orthe Board as a whole.
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The Corporate Governance and Nominating Committce is responsible for idcntifying, rccruiting and reviewing, and recommending to the Board
qualified individuals to be nominated for election or reelection as dircctors, consistent with the criteria set Ibl'lh in the Company's Corporate Governance
Guidelines. Depending on the circumstances, the Corporate Governance and Nominating Committec considers candidates recommended by Board
members, third parties and, to the extent deemed appropriate, director search firms.

Before recommending to the Board a new or incumbent director for election or reelection, the Corporate Governance and Nominating Committee
reviews his or her qualifications, including capability, availability to serve, conflicts of interest, understanding of the gaming industry, finance and other
elements 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 committees and contributions to their activities). The Corporate Governance and
Nominating Committee, in conducting such evaluation, may also take into account such other factors as it deems relevant. The Corporate Governance and
Nominating Committee also receives disclosures relating to a director's independence and assists the Board in making dcterminations as to 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 rcflects the appropriate degree of independence, sound judgment, business specialization, technical skills, diversity and
other desired qualities, and satisfles the other requircments set forth in the Company's Corporate Governance Guidelines.

The Corporate Governance and Nominating Committee will consider Board nominee recommendations by stockholders who have beneficially owned
more than five percent of the Company's then~outstandingshares of Pinnacle Common Stock for at least two consecutive years as of the date of making the
proposal and who submit in writing the names and Supp0l1ing infonnation 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
recommendation, the class and number of shares of the Company's capital stock owned beneficially by such stockholder, and documentary support that
such stockholder satisfies the requisite stock ownership threshold and holding period; and (b) as to the proposed nominee, the name, age, business and
residence addresses, principal occupation or employment, number of shares of Pinnacle Common Stock held by the nominee, a resume of his or her
business and educational background, information that would be required in a proxy statement soliciting proxies for the election of such nominee, and a
signed consent of the nominee to serve as a director, if nominated and elected, ill order to be considcred, a stockholder recommendation fbr nomination with
respect to an upcoming annual meeting of stockholders must be received by the Chair of the Corporate Govemance and Nominating Committee no later
than the 120th calendar day before tbe first anniversary of the date of the Company's proxy statement released to stockholders in connection with the
previous year's annual meeting, with certain exceptions that are set Ibrth in the Company's Corporate Govemance Guidelines.

The Company's policies and procedures regarding the selection of director nominees arc described in greater detail ill the Company's Corporate
Govemance Guidelines and the Charter of the Corporate Governance and Nominating Committee, which arc available on the Company's website at
www.pnkinc.colll.lnaddition.printed copies of such Corporate Govemance Guidelines and Charter are available upon written request to Investor
Relations, Pinnacle Entertainment, Inc., 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169.

As contrasted to a stockholder rccommendation of a nominee for consideration by the Company's Corporate Govemance and Nominating Committee,
stockholders who wish to nominate directors at future annual meetings must comply with the applicable provisions of the Company's Bylaws, as described
in this Proxy Statement under the caption "Stockholdcr Proposals for the Next Annual Meeting."

Dircctor Indepcndencc

The Board of Directors has determined that, other than Mr. Lee, who is the Chief Executive Officer oCthe Company, each nominee is an independent
director as denned by the Corporate Govemance Rules of the NYSE

6



and the categorical independence standards adopted by the Board of Directors. A copy of the categorical independence standards are attached as Appendix
A to this Proxy Statement and are available on the Company's website at www.pnkinc.com. The Board of Directors has also detennined that all members of
the Audit, Corporate Govemance and Nominating, and Compensation Committees are independent directors as defined by the Corporate Governance Rules
of the NYSE and the categorical independence standards adopted by the Board of Directors. The dircctors nominated by the Board of Directors for election
at the Annual Meeting were recommended by the Corporate Governance and Nominating Committee.

Communications with Directors

Stockholders and interested parties wishing to communicate directly with the Board of Directors, the Chairman of the Board, the Chair of any
committce, or the non-·management directors as a group about matters of general interest to stOCkholders are welcome to do so by writing the Company's
Secretary at 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169. The Seeretary will forward these communications as directed.

Executive Sessions of the Board and the Lead Director

The Company's non-management directors meet periodically in executive session, as required by the Company's Corporate Governance Guidelines.
The Chair of the Audit Commillee, currently Mr. Giovenco, presides at these executive sessions. If the non-management directors were to 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 director may request that an executive session of the non~management members of the Board be scheduled. In February 2008, the Board
of Directors created the position of lead director who will be responsible for coordinating communications from the executive sessions, as well as other
communications, between the Board of Directors and the Chief Executive On1cer. It is anticipated that each 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 the initial lead director, the Board of
Directors has appointed Mr. Giovenco who will serve until the Board of Directors 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
employees. Any waiver of the Code of Ethical Business Conduct for executive officers or directors will be disclosed to the stockholders of the Company.
The Code of Ethical Business Conduct is publicly available on the Company's website at www.pnkine.com and in print upon wrillen request to Investor
Relations, Pinnacle Enteliainment, Inc., 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169. Any substantive amendments to the Code of Ethical
Business Conduct or grant of any waiver to the Chief Executive Officer or the Chief Financial Officer from any provision of the code will be disclosed on
the Company's website or in a Current Report on Form 8-K filed with the Securities and Exchange Commission (the "SEC").

Board Meetings and Board Committees

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

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

The Company has an Executive Committee, which is cun'ently chaired by Mr. Lee and consists of Messrs. Lee, Reitnoucr and Goeglein. The
Executive Committee may exercise all the powers and authority of the Board
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of Directors in the management of the busincss and affairs ofthc Company to the fullest extcnt authorized by Delawarc law. During 2007, the Executivc
Committee had 2 mcetings and acted by unanimous written 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 Committee is currently chaired by Mr. Giovenco and consists of Messrs. Giovcnco,
Comer, Omcst, Landau, and Leslie. Among its functions, the Audit Committee is:

to be directly responsible for the appointment, compensation, retention and ovcrsight of the work of any independent public accounting finn
engaged to audit the Company's financial statemcnts or to perform othcr audit, revicw or attest services for the Company;

to discuss with the independent auditors their independence;

to review and discuss with the Company's independent auditors and management the Company's audited financial statcments; and

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

Messrs. Giovenco, Comer, Omest, Landau and Leslie are independent as that term is defined in Rule 303A.02 of the NYSE listing standards and Rule
IOA-3(b)(I)(ii) orthc Exchange Act. The Board has determined that Messrs. Giovenco, Comer and Landau are each an "audit committee financial expert"
as defined by SEC rules, based upon, among other things, their accounting backgrounds and, in the case of Messrs. Giovenco and Landau, their having
served as the chief financial officer of a large public company involved in the gaming industry, and, in the case of Mr. Comer, his having served as a pUliner
or a major accounting firm. The Audit Committee met 11 times in 2007.

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

to dctermine and approve, either as a committee or together with the Company's other independent directors, the annual salary and other
compensation or the Chief Executive Officer;

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

to provide recommendations with respect to, and administer, the Company's incentive-compensation, stock option and other equity-based
compensation plans.

The Compensation Committee met 16 times in 2007. The Compensation Committee may, to the extent permitted by applicable laws and regulations,
fonn and delegate any of its responsibilities to a subcommittee so long as such subcommittee consists of at least two members of the Compensation
Committee. In carrying out its purposes and responsibilities, the Compensation Committee has authority to retain outside counselor other experts or
consultants, as it deems appropriate. For a discussion regarding the Compensation Committee's usc of outside advisors and the role of executivcs officers in
compensation matters, see "Exccutive Compensation-·---Compensation Discussion and Allalysis..·-..Role of Executive Officers and Outside Advisors in
Compensation Decisions" below.

The Company has a Corporate Governance and Nominating Committee, which is currently chaircd by Mr. Martineau and consists of Messrs.
Martincau, Giovenco and Landau. Among its functions, the Corporate Governance and Nominating Committee is:

to establish procedures for thc selection of directors;

8



to identify, evaluate and recommend to the Board candidatcs for election or reelection as directors, consistent with criteria set fOl1h in the
Company's Corporate Govemance Guidelines;

to develop and recommend to the Board, if appropriate, modifications or additions to the Company's Corporate Governance Guidelines or other
corporate governance policies or procedures; and

to develop procedures for, and oversee, an annual evaluation of the Board and management.

The Corporate Governance and Nominating Commillee mct 6 times in 2007.

The Board of Directors has adopted a written chal1er for each of the Audit Committee, the Compensation Committee and the Corporate Governance
and Nominating Committee, which are available on the Company's website at www.pnkinc.colll.Printed copies of these documents arc also available upon
writtellrequest to Investor Relations, Pinnacle Entcrtainment, [nc., 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 jurisdictions in which it operates.
Messrs. Leslie, Landau and Reitnouer currently serve all the Company's Compliance Committee with other Compliance Committee members who are not
directors, and on the Compliance Subcommittee of the Board of Directors. The Compliance Subcommittee was instituted to ensurc timcly notification to the
Board of Directors of any material compliance issues, assist the Compliance Committec in perfon11ing its duties and to supervise the Company's actions in
response to reports received from the Company's employee hotline.

The Company has a Risk Management Oversight Committee, which is currently chaired by Mr. Leslie and consists of Mcssrs. Leslic and Lee. The
pUlllOse of the Risk Management Oversight Committee is to oversee the risk management activities of the Company. Among its functions, the Risk
Management Ovcrsight Committee is:

to lllect with the director of the Company's Risk Management Department to review the Company's existing insurance policies;

to discuss with the Company's principal independent insurance brokers the Company's insurance policies and programs for their assessment as to
the appropriateness of such programs; and

to discuss with such insurance brokers their relationships with, and independence Ii'om, the Company's insurance carriers.

It is not the duty of the Risk Management Oversight Committee to determinc thc Company's insurance policics and programs, but simply to consult
with and review the determinations made by the responsible members of management with respect to such matters. Each director holds office until the next
annual meeting of stockholders and until his successor is duly elected and qualif1cd, or until his resignation or removal from office.

Director Compensation

Director Fees
The compensation of the Company's non-employce directors is paid in the form of an annual retainer, meeting and chair fecs and stock 'based

awards. During 2007, each non-employee director, or committee chair described below, received:

An annual retainer of $60,000;

An additional $15,000 retainer for the Chair of the Audit Committee;

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

An additional $7,500 retainer for the Chair of the Corporate Govcmance and Nominating Committee;

An additional $5,000 retainer for the Chair of the Risk Management Committee;
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An attendance fec of $1 ,500 for regularly scheduled Board or committee meetings, other than Audit Committee meeting fees which arc $2,000
per meeting; and

An attendance fee of $500 for telephonic special meetings of the Board of Directors.

Mr. Lee does not receive any fces or retainer for his services as director. The Board of Directors set these fees based on advice from outside
consultants and review ofpublicly~available information about what other companies in Pinnacle's peer group pay their outside directors.

Each director may elect to receive the retainer and any fees for meetings attended in cash or in dcfen'ed compensation (as cash or stock) tinder the
Directors Plan as outlined below.

Option Gran/s

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 to
each director who was then serving J0,000 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 each 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 after age 70.

Direc/or Perquisires

Pinnacle allows the directors and their families to use the corporate aircraft to attend Pinnacle meetings or other Pinnacle business events, but in
general only when the aircraft is othelwise traveling lor business purposes and there are empty seats. The aggregate incremental cost for these trips to the
Company when the aircraft is otherwise traveling for business purposes is a de minimis amount.

Direc/ors' Health Plan

On Februmy 27, 2007, the Board of Directors approved the Directors Health and Medical Insurance Plan, or the Directors' Health Plan. The
Directors' Health Plan provides that members of the Board of Directors, their spouses and minor children, including full time students up to age 24, are
eligible to participate in the health and medical insurance plans applicable to the Company's corporate executives. In addition, directors who arc in office at
age 70 and directors who arc in officc at the time ofa change of control, as defined in the Directors' Health Plan, are entitled, along with their spouses and
minor children, including full time students up to age 24, to a continuation of health and medical coveragc for five years, or, in the case of spouses or minor
children, until they arc no longer eligiblc for coverage. If at any time during this extcnded coverage period, the eligible director, or his spouse or minor
children, is insured under another health plan or Medicare, the Company's health plans shall provide secondary coverage to the extent permitted by law.
Directors are indemnified on a grossed-up basis against certain tax liabilities, including excise taxes on benefits fo11owing a change in control. As a result of
the Directors' Health Plan, each director is entitled to receive medical benefits that are not available under the employee health benefit plan available to all
employees of the Company. Thercfore, any medical benefits that a director receives that are not available generally to all employees of the Company and
exceed $10,000 in the aggregate arc reportablc in the "All Other Compensation" column in the Director Summary Compensation Table below.

Amended and Restated Direc/ors Deferred Compensation Plan

Participation in the Company's Amended and Restated Directors Dc/CITed Compensation Plan, or the Directors Plan, is limited to directors of
Pinnaclc, and each eligible director may elect to defer all or a portioll of his anllual retainer and any fees for meetings attended. Any such delcrred
compensation is credited to a deferred compensation account, either in cash or in shares of Pinnacle Common Stock, at each director's election. The
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If a director ~Iects to defer compensation in cash, all such amounts credited to the director's deferred compensation account will bear interest at an
amount to be determined from time to time by the Board of Directors. No current director has deferred compensation in cash.

the number of full and/or fi'3c.tional shares of Pinnacle Common Stock obtained by dividing the alllount of the director's compensation for the
calendar quarter which he elected to tleler, by the average of the dosing price of Pinnacle Coromon Stock on the NYSE on the last ten business
days of the calendar quarter for whkh such compensation is payable; or

The maximum number of shares of Pinnacle Common Stock that call he issllcd pw:suant to the Directors Plan is 275,000 shares, of which 231,409
have been credited as of March 27, 200l:L The shares of Pinnac!c Common Stock to be issued IJnder the Directors Plan may be ('.ither authorized and
unissued shares or j'eaequired shares. Mr. Leslie is the only director that eUITently participates in the Directors Plan.

Participating directors do not have any interest in the cash andlor Pinnacle Common Stock credited to their deferred compcnsation accounts until
distribtlted in aCCOrdl\llCe with the Directors Plan, nor do they have any voting rights with respect to such ~harcs until shares credited to their defen'ed
compensation accounts are distributed. The rights ora director to receive payments under the Directors Plan arc no greater than the rights or an unsecured
general creditor of Pinnacle.

I
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II

a combil}jl.tion of cash and shares of Pinnacle Comlllon Stock as described above.

<;ash;

Each participating director may elect to h;}ve the aggregate amount of cash and shares credited to his deferred compensation account distributed to
him in one lump Sum payment or in a number of approximately CCjual allllllalinstallmcnts over a period Clftime not to exceed I1ftecn years. The Jump sum
payment or the I1rst installment will be paid as of the first b~lsiness day oftlle calendar quarter immediately following the cessation of the director's service
as a director. Before the beginning of any calendar year, a director may elect to change the method of distribution of any futmc intercBts in cash and/or
Pinnacle Common Stock credited to his deferred compensation aCCOlll1t in such calendar yeae

only condition to each director's receipt of shanls credited to his deferred compensation account is cessation of such director's service as a din,wtor of
Pinnacle.

As of the date the direclor's cOl1lpcnsatioIJ would otherwise have been paid, and depending on the direclor's election, the director's dcfcJT(~d
compensation account will be credited with either:

If a director has elected to receive shares of Pinnacle Common Stock in licu orhis retainer and we declare a dividend, Stich director's deferred
compensation aCCOUnt is credited at the end of each calendar quarter with th~ number of full andlor fractional shllres of Pinnacle Common Stock obtained by
dividing the dividends which would have been paid on the shares crcdited to the director's deferred compensation account by the closing price of Pinnacle
Common Stock Oil the NYSE on the date such dividend was paid. In additi(1), if we declare a dhlidend pfl-yable in shares of Pinnacle Common Stock, the
director'B deterred r.:ompcnsation account is credited at the end of cach calendar quarter with the number or full amI/or fractional shares of Pinnacle
Common Stock for such stock dividend.



Director Stlll1!1U11y Compensation TobIe

The following table sets forth certain information regarding the compensation earned by or p<lid to each nQn-·cmploycc direclor who served all the
Board or Dircl;lors in 2007. A:s Chief Executive omccr, Daniel R. Lee do~s not receive any (;ompr,nsation as a director.

ClInnge In
Fees NQu(julllified

Eilrllcd N(H1-Eqllity OcfclTcl.1
or I'llid Stock Optioll hlCClltivc I'lllll Compcflslnilm AIlOf!tcr
in Cflsh Awards AWl\rd. COl1lIJCllS \ltiol\ E:.llrnillgs COlllrltnslltlt;\1J

NlllllC ($) C"j ($) ($) (h)(c) is) ($) (d) ($)(c)

Stephen C. Co.mer $ 40,500 $ 0 $ 12,281 $ 0 $ 0 $ 0
John V. Giovenco $123,500 $ 0 $224,403 $ 0 $ 0 S 0
Rkhard J. Ooeglein S108,000 $ 0 $222,7<3 $ 0 $ 0 $ 0
Ellis Landau $114,500 S 0 $ 59,591 $ 0 $ 0 $ 0
Bruc~ A. Leslie (1) $116,500 $ 0 $ 96,591 S 0 $ 0 $ 0
James L. Martineau $121,500 $ 0 $ 96,Ol4 $ ° $ 0 S 0
Michael Orne~1 $ 99,500 $ 0 $ 96,Ol4 $ 0 $ 0 $ 15,333
Lynn P. Rc!tlmuer $123,167 $ 0 $224,195 $ 0 $ 0 $ 0

Mr. Leslie participat~s in the Dir~ctors Plan al1d has elected to reccive Pinnacle Common Stock in lieu ofpaymcnt of annual retainer fees and 111ecHng
fees.

Include$ annual rNaillCr fees, mCGting f-ees and fees for cOlnmitt~c chairnumships as di5cu$sed above. Mr, Comer received a prorated annual director':,
fcc at the time of his election to the Board ()f Directors in July 2007 as well as fees for mei::tings attended ztfte:t sw.::h dale.

($)

1'01111

$ 52,787
$341,903
$l30,723
$174,091
$213,097
$217,534
$210,867
$347,962
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All deferrals u11dcr the DirectNs Plan have been in shares of stock, Although the dircc\ors who !)arlicipale in the plan benefit from appreciation in the.
value of tile stock, no interest or earnings are credited on the stock.

Consists solely ofamot1nts paid for health care benefits pursuant 10 the Directors' Health !'lan.

The aggregate rlumber of option awards outsHmding at December 31, 2007 for each non-(:mploycc director was as follows: Stephen C.
Comer-·~-IO,OOO; John v. Giovcnco·-~··65,OOO; Ri<:hard J. Goeglein.---47,OOO; Ellis Lnmiau-.--25,OOO; Bruce A. Leslie·-···65,OOO; Jamcs L.
Martincau--··74,OOO; Michael Orllcs\··~<'53,400; and Lynn P. Rcitllouer·~~7t,OOO.

Each non-employee director was granted 15,000 oplions on May 8, 2007, except for Me Comer who was ckcled as a member af'the Board of
Directors in July 2007. Me U\lldau was granted 10,000 optiOl)S on January 17,2007, and Me C{)mer was gmnted 10,000 optiOll$ on July 24, 2007.
The value in this cohllnn is the compensation expense rcc{)gnized for financial statement reporting purposes in the fiscal year ended D<:cember 31 \
2007, in accordance wilh Statement of Financial Accounting Stand<JH! No. 123(R) ("PAS I23R") (excluding cstlmtl!CS of forfeitures rdated to
service·~bft.';cd vesting conditions). Such FAS l23R expense is cakul<lted l:lS of the grant dilte anile option based UJ)Ol1 a grant date fair value. Such
grant date fair value is calculated using the share price as M the grant date, as well as variQus assumptions that will change ave·r lime, including the
expected volatility of om stock and a ri~k-frec rate of return_ l'he compensation expense is not re-·calculated at any lime subsequent t(l the gmnt date,
regardless of changes to the assumptions used in the calculati<:m, and is cxpen:,;cd over the vesting pCrlc)d of tile associated st(lck option, regardless of
when, If at all, a stock option is exercised. For Messrs_ Giovenco, Goeglcitl and Reitnoucr, the incrcas(:d benefit refiec(s the <1ccclcrated w.sting
feature associated with board members whQ elect to retire after age 70. The grant date fail' value of l:ach option grantee! in 2007 computed 111
accordance with FAS 123R is as follows; Stephen C. Comer----·-$140, 15:(; John V. Giovene:o··,·,$2 I3,683; Richard J. GoegJein··~-"$213,6B3; Ellis
Landau..····$380,668; Bruce A. Le~liC:-··-$213,683; James L, Ma.rtincau·~-·$213,683; Michael Omest,-···$2l3,683; and Lynn P. Reitnouer-··$213,683.

(e)

(e)

([)

Ca)

(d)

(b)



Compensation Committee Interlocks and Insider I'articipation
Messrs. Goeglein, Reitnouer and Martineau served on the Compensation Committee in 2007. None of tbe three members of the Compensation

Committee was an officer or employee or former officer or employee 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 that are subject to disclosure under the rules of the SEC relating to compensation committees.

Executive Officers
Executive officers serve at the discretion of the Board of Dlrectors, subject to rights, ifany, under contracts of employment. Sec "Executive

Compcnsation-··-Compensation Discussion and Analysis" bclow. The current execlltivc officers arc as follows:

NlllllC

Danicl R. Lec

Wade W. Hundley

Stephen H. Capp

John A. Godfrey

Alain Uboldi

Agc Position with the Compllny

51 Chairman of the Board of Directors and Chicf Execlltive On1cer

42 President

46 EXeCtltive Vicc President and ChicfFinancial Officer

58 Executive Vice President, SecretalY and General Counsel

61 Chief Operating Officcr

For biographical infon11ation for Mr. Lee, sec "--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 ChicfOpemting Officer of tile Company
Ii'om September 200 I to February 2005; Office of the CEO of Harveys Casino Resorts (gaming opcrations) from December 2000 through July 200 I; and
Principal, Colony Capital (private equity investment) froln June 1993 through November 2000.

Mr. Capp has served as the Company's Executive Vice President and Chief Financial Officer since January 2003; Managing Director, Bear,
Stearns & Co. Inc. from 1999 to January 2003; Group Head, BancAmerica Securities' Latin America debt distribution business from 1997 10 1999;
Managing Director, BancAmerica Securities from 1992 to 1997; and Finance Associate followed by Vice President, Security Pacific Merchant Bank from
1989 to 1992.

Mr. Godfrey has served as the Company's Executive Vice President since Febl'llary 2005 and as Secretary and General Counsel since August 2002;
Senior Vice Presidcnt of the Company from August 2002 to Februmy 2005; Partner, Schreck Brignone Godfrey (law linn) from JanuUlY J997 to August
2002; Partner, Schreck, Jones, Bernhard, Woloson & Godfrey (law finn) from June 1984 to December 1996; Chief Deputy Attorney (Jeneral, Nevada
Attorney General's Office, Gaming Division from 1983 to 1984; Deputy Attorney General, Nevada Attorney General's Office, Gaming Division from 1980
to 1983; Deputy State Industrial Attorney for the State of Nevada from 1977 to 1980; Trustee, International Association of Gaming Attorneys (and fonncr
President) from October 2000 to October 2006; and Member, Executive Committec of the Nevada State Bar's Gaming Law Section since June 2002.

Mr. Uboldi has served as the Company's Chief Operating Officer since February 2005; Regional Vice President and General Manager of the
Company's L' Auberge du Lac Casino Resort from Februmy 2004 to Februaly 2005; Vice President and General Manager of the Company's Bclterra
Casino Resort from November 2001 to January 2004; President orA Winning Solution (gaming constllting company) in 2001; and President and Chief
Operating Officer of Lady Luck Gaming Corporation (casino gaming company) from 1993 to 2000.
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Audit Committee Report
The following is the report of the Audit Committee with respect to the Company's audited financial statements for the fiseal year ended December 31,

2007, and the notes thereto.

Review wirh Management
Management is responsible for preparing the Company's financial statements and the reporting process, including the system of internal control. The

Audit Committee, in its oversight role, has rcviewed and discussed with management the Company's audited financial statements for the fiscal year ended
December 31, 2007 and the notes thereto.

Review and Discussions with Independent Accountants
The Audit Committee has discussed with Deloitte & Touche LLP ("Dcloitte"), 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 I. AU section 380), as adopted by the Publie
Company Accounting Oversight Board in Rule 3200'1';

The Audit Committee has reeeivcd the written disclosures and thc letter from Deloittc required by Independence Standards Board Standard No.
(Independence Standards Board Standard No. I, Independence Discussions with Audit COfllll1i!lees), 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 refen·ed to above, the Audit Committee recommcnded to the Company's Board of Directors that the Company's

audited financial statements be included in the Company's Annual Report on Foml IO-K for the fiscal year ended December 31, 2007, for filing with the
Securities and Exchange Commission.

SUBMITTED BY THE AUDIT COMMIHEE OF
THE BOARD OF DIRECTORS

John V. Giovenco (Chairman)
Michael Omest
Bruee A. Leslle
Ellis Landau
Stephen C. Comer
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Section 16(a) Beneficial OWllership Reporting Compliance
Based solely upon a review of Forms 3, 4 and 5 filed by the Company on behalf of its directors and officers, or furnished to the Company by its 10%

stockholders, during or with respect to the year ended December 31,2007 pursuant to Rule 16a···3(e) of the Exchangc Act, all required reports on such
forms were timely filed, except for an amended Form 4 flied on March 11, 2008 on behalf of Mr. Leslie to reflect additional compensation eamcd and
deferred by Mr. Leslic pursuant to the Directors Plan, but not included in the original Form 4 filed on January 3, 2008.

Security Ownership of Certain Beneficial Owners and Management
The following table sets forth the name, number of shares and percent of the outstanding Pinnacle Common Stock beneficially owned as of March 27,

2008 (except where a different date is indicated below) by each person known to the Company to be the beneficial owner of more than 5% of the
outstanding shares of Pinnacle Common Stock, each director, each named officer, and all directors and executive officers as a group. In each instance,
except as otherwise indicated, infollnation as to the number of shares owned and the nature of ownership has been provided by the individuals or entities
identifled or described and is not within the direct knowledge of the Company. Unless otherwise indicated below, the address of each person or entity listed
below is c/o Pinnacle Entertainment, Inc., 3800 Howard Hughes Parkway, Las Vegas, NV 89169.

Nallle lind Address of Beneficial Owncr

Columbia Wanger Asset Management, L.P.
227 W Monroe Street, Suite 3000
Chicago, IL 60606

BlackRock Financial Management, Inc.
40 East 52nd Street
New York, NY 10022

T. Rowe Price Associates, Inc.
100 East Pratt St.
Baltimore, MD 21202

Baron Capital Management, Inc.
767 Filth Avenue
New York, NY 10153

PENN Capital Management Co., Inc.
457 Haddonfield Road, Suite 210
Cheny Hill, NJ 08002

Daniel R. Lee
Wade W, Hundley
Stephen 1-1, Capp
Michael Omest
John A. Godfrey
John V. Giovenco
Lynn P. Reitnoller
Alain Uboldi
Bruce A. Leslie
James L. Martineau
Richard J. Goeglein
Ellis Landau
Stephen C. Comer
Current directors and executive officers as a group (13 persons)

Sh:....cs
Bcneficially

Owncd

5,648,000(b)

4,540,039(c)

3,968,600(d)

3,478,000(c)

3,122,250(1)

1,246,70 I(g)
512,000(h)
358,242(i)
228,7620)
317,OOO(k)
129,000(1)
112,115(m)
123,000(11)
80,394(0)
67,910(1')
21,000(q)

6,000(,.)
2,000

3,204,124

Pcrcent of Sharcs

Outstanding (1I)

9.42%

7.57%

6.62%

5.80%

5.21%

2.04%
•
•
•,
,
,
,
,
,,
•

5.11%

,
(a)

Less than one percent (1%) orthe outstanding common shares.

Assumes exercise of stock options beneflcially owned by the named individual or entity into shares of Pinnacle Common Stock. Based 011 59,954,181
shares of Pinnacle Common Stock outstanding as of March 27, 2008.
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(b)

(c)

(d)

(c)

(I)

(g)

Based solely on infonnation contained in an amended Schedule 13G filed with the SEC on January 29, 200S by Columbia Wanger Asset
Management, L.P., all investment advisor ("Columbia"). As of December 31,2007, Columbia reported beneficially owning 5,648,000 shares of
Pinnacle Common Stock, representing 9.44% of the outstanding shares of Pinnacle CommOn StocL Pursuant to the amended Schedule 130,
Columbia reported having sole voting power over 5,208,000 shares ofrinnacJe Common Stock, shared voting power over 440,000 shares of Pinnacle
Coml11on Stock and sole dispositive power over 5,648,000 shares of Pinnacle Common Stock.

Based solely on information contained ill a Schedule 13G filed with the SEC on February 8, 2008 by BlackRock, Inc. ("BlackRock"), a parcnt
holding company for the following investment advisors: BlaekRoek Advisors LLC, 81aekRock Capital Management, Inc., BlackRock Financial
Management, Inc., BlackRock Investment Management LLC, BlackRock Japan Co. Ltd and State Street Research & Management Co. As of
December 31,2007, BlackRock reported beneficially owning 4,540,039 shares of Pinnacle Common Stock, representing 7.59% of the outstanding
shares of Pinnacle Common Stock. Pursuant to thc Schedule 13G, BlaekRock reported having shared voting and dispositive power with respcct to all
of the rcported shares of Pinnacle Common Stock.

Based solely on lnfonnation contained in a Schedule 13G filed with thc SEC on February 12,2008 by T. Rowe Price Associates, Inc, ("Price
Associates"). These securities arc owned by various individual and institution investors to which Price Associates serves as an investmcnt adviser
with power to direct investments and/or sole power to vote the securities. For purposes of the reporting requirements of the Securities Exchange Act
of 1934, Price Associates is deemed to be a benelicial owner of such securities; however, Price Associates expressly disclaims that it is, in fact, the
beneficial owner of such securities.

Based solely on infon11ation contained in a Schedule J3G filed with the SEC on February 14,2008 jointly by Baron Capital Group, Inc. ("BCG"),
BAMCO, Inc. ("BAMCO"), Baron Capital Management, Inc. ("HCM") and Ronald Baron ("Baron"). Pursuant to the Schedule 130, BCG reported
the following: (1) BCG and Baron are parent holding companies, BAMCO and HCM are investment advisers and BCG, BAMCO, BCM and Baron
arc collectively a group; (ii) As of December 31,2007, BCG, BAMCO, BCM and Baron beneficially owned 3,478,000 shares, 3,30 I, I00 shares,
173,900 shares and 3,478,000 shares, respectively, of Pinnacle Common Stock, reprcsenting approximately 5.8%, 5.5%, 0.3% and 5.8%, respectively,
of the outstanding shares of Pinnacle Common Stock; (iii) BCG and Baron disclaim beneficial ownership of shares of Pinnaclc Common Stock held
by their controlled entities (or thc investment advisory clients thereol) to the extent such shares are held by pcrsons other than BCG and Baron; (Iv)
HAMCO and BCM disclaim beneficial ownership of sharcs of Pinnacle Common Stock hcld by their investmcnt advisOly clients to the cxtcnt such
shares arc held by pcrsons other than BAMCO, BCM and their affiliates; (v) BCG, BAMCO, BCM and Baron each have sale dispositive and voting
power as to zero shares ofPillllacle Common Stock; (vi) BCG, BAMCO, BCM and Baron havc shared voting powcr as to 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 to 3,478,000 sharcs,
3,30 I, I00 shares, 173,900 shares !lnd 3,478,000 sharcs of Pinnacle Common Stock, respectively; (vii) by virtue of investmcnt advisory agrcemcnts
with their respectivc clients, BAMCO and BCM have been givcn thc discretion to dispose of the Pinnacle Common Stock in the advisOlY accounts,
but all such discretionary agreements arc rcvocable; and (viii) BAMCO and BCM arc subsidiaries of BCG, and Baron owns a controlling interest in
BeG.

Based solely on infonnation contained in a Schcdule 13G filed with the SEC on Fcbruary 12,2008 by PENN Capital Management Co., Inc.
("PENN"), all investment advisor. As of December 31, 2007, PENN reported beneficially owning 3,122,250 sharcs of Pinnacle Common Stock,
representing 5.22% ofthc outstanding shares of Pinnacle Common Stock. Pursuant to the Schedule 13G, PENN reported having sole voting and
dispositive power with respect to all or the reported shares of Pinnacle Common Stock.

Includes 1,225,80 I shares of Pinl1<\Cle Common Stock which arc currently exercisable by Mr. Lee or that he will have thc 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 arc
held and pledged in a
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(i)

(I)

(,)

(0)

(h)

(q)

(p)

(n)

(k)

(m)

marginable brokerage account. An additional 2,200 shares of Pinnacle Common Stock arc held in a brokerage account for the bencHt ofMr. Lee's
daughter, of which he is the custodian and under the SEC rules the beneHcial owner. Also includes 9,000 shares of restricted stock beneficially owned
by Mr. Lee.

Includes 487,000 shares of Pinnacle Common Stock which arc currently exercisable by Mr. Hundley or that he will have the right to acquire upon the
exercise of options exercisable within 60 days of' March 27, 2008. Also includes 6,000 shares of restricted stock benei1cially owned by Mr. Hundley.

Includes 346,739 shares of Pinnacle Common Stock which arc currently exercisable by Mr. Capp or that he will have the right to acquirc upon the
exercise of options exercisable within 60 days of March 27, 2008. An additional 6,503 shares of Pinnacle Common Stock are held by Mr. Capp in
Pinnacle's 40 I(k) plan. Also includes 3,000 shares of restricted stock beneficially owned by Mr. Capp.

Includes 27,400 sharcs of Pinnacle Common Stock which arc currently exercisable by Mr. Ornest or that he will have the right to acquire upon the
exercise of options exercisable within 60 days ol'March 27, 2008. These shares also include 91,362 shares of Pinnacle Common Stock owned by the
Harry and Ruth Omest T!'lIst, with respect to whose shares Mr. Omest has bencfieial ownership. These shares include 110,000 shares of Pinnacle
Common Stock owned by the Michael Ornest Trust, with respect to 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 interest.

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

Includes 39,000 shares of Pinnacle Common Stock which arc cU1Tently exercisable by Mr. Giovenco or that he will have the right to acquire upon the
exercise of options exercisable within 60 days of March 27, 2008.

Includes 45,000 shares of Pinnacle Common Stock which arc currently exercisable by Mr. Reitnouer or that he will have the right to 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 Directors Plan.

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

Includes 39,000 shares of Pinnacle Common Stock which are currently exercisable by Mr. Leslie or that he will have the right to acquire upon the
exercise 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 Common Stock which arc currently exercisable by Mr. Martineau or that he will have the right to acquire upon the
exercise of options exercisable within 60 days of March 27, 2008. Also includes 12,119 sharcs of Pinnacle Common Stock credited to
Mr. Martineau's defelTed compensation account under the Directors Plan.

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

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

T"ansactiOllS with Related Persons, Promoters and Certain Control Persons

The Company's Audit Committee charter requires that the Audit Committee review on an ongoing basis and approve or disapprove all related party
transactions that are required to be disclosed by Item 404 of Regulation S-K.

Daniel R. Lee, the Company's Chainnan and Chief Executive Officer, holds $1 million in aggregate principal amount 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 entitled to receive semi-annual interest payments on the notes. In March 2004, the Executive Committee of the
Company's board of directors approved Mr. Lee's acquisition 01'$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 othcr $500,000 in principal amount of notes in the open market. Such open market
purchase did not rcquire cithcr the Executive Committee's or Audit Committee's approvaL Mr. Lee's acquisition of such portion of the notes and the receipt
of interest payments thereon wcre acquired in the open market and any benefits he received in respect of the notes 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)

BlIckgl'ound
In 2005, the Board of Directors adopted and the stockholders approved the Company's 2005 Equity and Perf0n11anee Incentive Plan. The original

2005 Plan authorized for issuance up to an aggregate of 3,000,000 shares of Pinnacle Common Stock, plus any shares subject to awards grantcd under the
Prior Plans and Individual Arrangements (as such te1l11S are defined in thc 2005 Plan) which are forfeitcd, expire or otherwise tC1l11inate without the issuance
of shares, or arc settled for cash 01' otherwise do not result in the issuance of shares, on or alter the 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
2005 Plan by 1,750,000 and to increase the maximum number of awards under the 2005 Plan that may be issued as incentive stock options from 3,000,000
to 4,750,000 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 !lumber 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 Coq:lOration (the "Aztar Amendment"). The Company did not consummate 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 necessmy to
remove the changes to the 2005 Plan made by the Aztar 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 rullS

from the later of the last stockholder re-appl'oval date or the effectiveness of the 2005 Plan.

ProJlosal

The tenllS of the 2005 Plan, assuming that the stockholders approve this Proposal 2, arc described below under "Summary of the 2005 Plan." The
2005 Plan is attached in this Proxy Statement as Appendix B and reflects the proposed amendment to the 2005 Plan. The proposed amendment to the 2005
Plan would increase the number of shares of Pinnacle Common Stock that may be issued under the 2005 Plan by J, 750,000, would 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, would remove the changes made
by the Aztar Amendment described (lbove and make certain other technical amendments.
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The Board of Directors believes that the proposed amendment to the 2005 Plan with respect to the increase in shares is necessalY to ensure that the
Company maintains the ability in the future to continue to attract and retain highly qualified officers and other employees by providing adequate incentives
through the issuance of stock awards. 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 tennination of awards under the Prior Plans and
Individual Arrangements). The amendment to the 2005 Plan is therefore necessalY to ensure that enough shares will be av,1iklble for the issuance of stock
awards so as to incentivize and retain key employees of the Company, which can assist in maximizing the full potential of stockholder value.

Accordingly, stockholders arc requested to approve the amendment to 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, including removal of the changes
made by the Aztar Amendment.

Required Vote
Affirmative votes 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 Meeting will be required to approve this 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 vote cast with
respect to sllch matter, and will have the same effect as a vote "AGAINST" the proposal. Broker llon--votes will have no effect on the proposal, unless the
votes 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 arc dependent on the Company's
future performance and future grants which have not yet been determined.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" APPROVAL OF TilE AMENDMENT TO TilE 200SI'QUITV AND
PERFORMANCE INCENTIVE PLAN.

Purpose of the 2005 Plan

The Board of Directors believes that the 2005 Plan as proposed to be amended is necessary to ensure that the Company maintains the ability in the
future to continue to attract and retain highly qualified officers and other employees by providing adequate incentives through the issuancc of stock options,
stock appreciation rights, restricted stock, other stock unit awards and perfonnance awards. The 2005 Plan as proposed to be amended will also permit the
award of other stock unit awards or performance awards payable in cash or shares, or the award of restricted stock with restrictions lapsing on the
attainmcnt of performance goals, to certain executive officers of the Company which will qualify as "perfonnance based" compensation under
Section I62(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 grants or awards will be
made under the Prior Plans. However, grants and awards made under the Prior Plans before their cancellation continue to be in erfect. In addition, the
Individual Arrangcments granted to MeSsrs. Lee and Capp concurrently with their hiring in 2002 and 2003, respectively, continue to 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 Pl'Oposal2. This summalY does not
purport to be a complete description of all the provisions of the 2005 Plan, and it is qualified in its entirety by reference to the full text of the 2005 Plan. A
copy of the 2005 Plan is attached as Appendix B to this Proxy Statement. Any stockholder who desires to obtain a copy of the 2005 Plan may do so by
written request to the Secretary of the Company, at 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169.

Shares SUbject to the 2005 Plan

Up to 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 to awards granted under the Prior Plans and Individual Arrangements which are forfeited, expire or otherwise terminate without issuance of Shares,
or are seUled for cash or otherwise do 110t result in the issuance of Shares, on or after the effective date of the 2005 Plan, arc authorized for issuance under
the 2005 Plan. However, the maximum l1umber of awards under the 2005 Plan that may be issued as ISOs (as defined below) will be 4,750,000 shares
(assuming that this Proposal 2 is approved by the stockholders). Any shares that are subject to awards of options or stock appreciation rights shall be
counted against this limit as one share for every one share granted. Any shares that arc subject to awards other than options or stock appreciation rights
(including shares delivered on the settlement of dividend equivalents) shall be counted against this limit as 1.4 shares for everyone share granted. The
aggregate number of shares available under the 2005 Plan and the number of shares subject to outstanding options will be increased or decreased to renect
any changes in the outstanding Pinnacle Common Stock by reason of any recapitalization, spin-off, reorganization, 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 arc forfeited, expire or are
terminated without issuance of such shares, or are settled for cash or otherwise 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 lor grant shall be added back as one share if such shares were subject to
options or stock appreciation rights granted under the 2005 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 2005 Plan. Shares
which are received or withheld by the C()mpany to satisfy tax liabilities arising from the grant or exercise 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 the Company's equity and perfonnance based plans, the Compensation Committee will take into account
measures used within the industry that it finds to be in the best interests of the Company. The Compensation Committee will also consider guidance
regarding compensation that is or becomes available from stockholder rights organizations and similar extemal sources.

l<:ligibility and Participation
All employees (including officers), directors, and consultants of the Company or any subsidiary are eligible for selection to receive awards under the

2005 Plan, subject to the following restrictions: (I) no ISO may be granted to any person who, at the time of grant, is not an employee of the Company or
any subsidiary, and (2) no participant may be granted options or stock appreciation rights during any 12-month period with respect to more than 1,500,000
shares, (3) no participant may be granted restricted stock, performance awards and/or other stock unit awards that arc denominated in shares in any
12-month period with respect to 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 that arc valued with reference to 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 arc subject to adjustment in the event of a reorganization,
spin-off, recapitalization, reclassification, stock dividend, stock split, reverse stock split, or similar transaction during any flscal year orthe Company or
portion

20



thereof. If an option or stock appreciation right expires or terminates for any reason without having been exercised in f"ull, or if any award is cancelled, the
unpurchased shares subject to that expired or terminated option or stock appreciation right or cancelled award continue to be Counted against the maximum
number of shares for which options or stock appreciation rights or other awards may be granted to a participant during a l2-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 grantcd
additional options or stock appreciation rights or other awards as thc Compensation Committee may determinc.

Administration of the 2005 Plan
The 2005 Plan shall be administercd by the Compensation Committee of the Board of Directors consisting of two or more directors of the Company

who arc both (a) "non-employee directors" within the meaning of Rule 16b-3 oftlle Exchange Act, and (b) "outside directors" within the meaning of
Section I62(m) ofthe Code. The Compensation Committee has extrcmely broad discretion and power in interpreting and operating the 2005 Plan and in
detcnnining the employccs, dircctors and consultants who shall be participants, and the terms of individual options, stock appreciation rights, restricted
stock, other stock unit awards, perfonnancc awards, and dividend equivalents. To the extent permitted by applicable law, the Compensation Commiuee may
delegate to one or more directors or officers the authority to grant awards to employees or officers who are not directors, "covered employecs" whose
compensation is subject to the limits of Section I62(m) of the Code, or officers subject to the short-swing rules of Section 16 of the Exchange Act. For a
description of the limitation on deductibility under Section I62(m) of thc Code for compensation paid to certain executive officers, see "··--.Federal Income
Tax Matters-$I ,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 madc by an award agrcemcnt whose form and
content shall bc deten11ined by the Compensation Committee in its discretion, consistent with the provisions of the 2005 Plan. Thc terms of award
agreements for a paliicular type of award need not be unifon11.

Type of Options
Two types of options may be granted under the 2005 Plan: options intended to qualify as incentive stock options ("ISOs") undcr Section 422 of the

Code, and options not so qualified for favorable fedcral income tax treatment ("NSOs").

Stock Appreciation Rights
The Compensation Committee, in its discretion, may also issue stock appreciation rights to employees, consultants and directors of the Company. A

stock appreciation right is a right to receive a payment based on thc increase in the fail' market value of a share aller the date of grant. The Compensation
Committee may determine, in its discretion, that a stock appreciation right will be paid out in cash or in sharcs on its exercise. The number of shares that
may be issued on the exercisc of a stock appreciation right shall be detennined 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 share 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 date; provided, however, that fractional shares shall
not be issued and in liell thereof', a cash adjustment shall be paid. In lieu of issuing shares on the exercise of' a stock appreciation right, the Compensation
Committee 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 stock appreciation right, or otherwise under the 2005 Plan, that could subject a participant to a penalty tax under Section 409A of the Code.
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Restricted Stock
The Compensation Committee, in its discretion, may also grant awards of restricted stock to participants. Restricted stock shall be shares granted or

sold to a participant that are subject to vesting restrictions based on continued employment or attainment ofpcrfonnance goals.

Other Stock Unit Awards
The Compensation Committee, in its discretion, may grant other stock unit awards, which are awards valued in whole or part by refercnce to, or

otherwise based on, shares. Other stock unit awards shall be subject to such conditions and restrictions as may be determined by the Compensation
Committee, and may be payable in the fonn of cash or shares.

Performance Awards and Code Section 162(m) Provisions
The Compensation Committee, in its discretion, may issue performance awards to participants, the payment of which will be determined by the

achievement ofperfonnance goals over a performance period. Upon thc grant of a performance award, the Compcnsation Committee shall determine the
relevant performance goals and the performancc period. The performance based award provisions of the 2005 Plan penllit the Company to grant
performance awards to executive officers of the Company whose compensation is subject to the deductibility limit of Section I62(m) of the Code that will
qualify as "perfonnance based" compensation and that will thus be deductible without regard to the deductibility limit. Similarly, these provisions of the
2005 Plan pennit the Company to provide that thc vesting of restricted stock, and the vesting or payment of allY other stock ullit award, granted to such an
executive officer will be subject to the achievement orthe objective performance goals over a performance period, and thus satisfy the requirements to be
"performance based" compensation which is deductible without regard to the deductibility limit. The Compensation Committee may also grant awards that
are not "performance based," and that will be subject to the deductibility limit of Section I62(m), ifit determines that such awards are in the best interests of
the Company.

The perfonnallce goals 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; net income; division, group or corporate financial goals; rctUnl on
stockholders' equity; return on assets; attainment of strategic and operational initiatives; appreciation in and/or maintcnance of the price of the shares or any
other publicly-traded securitics of the Company; market share; gross profits; earnings before taxes; earnings before interest and taxes; eamings before
interest, taxes, depreciation and amortization; economic value-added models; comparisons with various stock market indices; reductions in costs; and/or
retum on invested capital of the Company or any affiliate, division or business unit of the Company for or within which the participant is primarily
employed. Such performance goals also Illay be based solely by reference to the Company's performance or tbe perfonnance of an affiliate, division or
business unit of the Company, or based upon the relativc performance of other companics or upon comparisons of any of the indicators of perfonl1ance
relative to other companies. 1n selling performance goals, the Compensation Commillee may specify objective adjustments to any of the foregoing measures
for items that it detennines 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 loss from asset dispositions, asset or other impainnent charges, litigation settlement costs, and other
non-routine items that the Compensation Committee foresees may occur during the performance period. The Compensation Committee may also exclude
the impact of an event or occurrence which the Compensation Committee determines should appropriately be excluded, including (a) restructurings,
discontinued operations, and charges for extraol'dinaly items, (b) an event either not directly related to the opcrations ofthe Company or not within thc
reasonable control of the Company's managemellt, or (c) a change in accounting standards required or recolllmended by generally acceptcd accounting
principles.

The performance period shall be detcrmined by the Compensation Commill<...'e, but shall not bc shorter than six mOllths nor longer than fi ve 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 Committee 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 perfonnanee goals and other tenns and conditions of the award will be set by the Compensation Committee within the time prescribed by
Section 162(m) and the regulations thereundeL If the performance period is 12 months or longer, such performance goals must be set by the Compensation
Committee within the first 90 days of the perfOnllanCe period.

The Compensation Committl.><.:: may l\(ljust downward, but notupwm'd, the amount payable to any executive officer of the Company under any award
that is intended to constitute "perfonl1ance based" compensation under Section 162(m). The Compensation Committee may not waive the achievcment of
the applicable perfonnance 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 vesting, payment, settlement or lapsing of any restrictions with respect to any award that is intended to constitute "performance based"
compensation under Section I62(m), the Compensation Committee shall certify in writing that the applicable performance criteria have been achieved to the
extent nccessary for such award to qualify as "performance based" compensation within the meaning of Section I62(m).

The Compensation Committee shall have the power to impose such other restrictions on awards intended to constitute "performance based"
compensation as it may deem neeessmy or appropriate to ensure that such awards satisfy all requirements to constitute "performance based" compensation
within the meaning of Section 162(m), or which are not inconsistent with such requirements.

Unless affirmative votes representing a majority of the votes cast under applicable law or rules approve the continuation of the "perfOnllanCe based"
compensation provisions of the 2005 Plan at the first duly constituted meeting of thc stockholders of the Company that occurs in the filih year following the
later of i) effective date of the 2005 Plan or ii) thc then most recent re~approval of the "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 to executive officers of
the Company whose compensation is subject to the deduction limit of Section 162(m). Under cUITently applicable law or rules, to be duly constituted, a
majority of the shares of capital stock outstanding and entitled to vote would have to 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.

Dividend Equivalents
The Compensation Committce, in its sole discretion, may detcl1nine that a participant who receives an award will also be entitled to receive, cunently

or on a deferred basis, cash, stock or other property dividends, or eash payments in amounts equivalent to stock or other property dividends on shares
("dividend equivalellts") with respect to the number of shares covered by the award. The Compensation Committee may also provide that such amounts (if
any) shall be dcemed to have been reinvested in additional shares or otherwise reinvested. In the event of a recapitalization, reorganization, spin~off,
reclassification, stock dividend, stock split, reverse stock split or similar transaction, the Compensation Committee may, in its discretion, make an
appropriate adjustment to dividend equivalents.

Option and Other Award Price
The purchase price for shares covered by each option shall not be less than 100% of the fair market value of slleh shares on the date of grant, but if an

ISO is granted to a 10% stockholder of the Company or its subsidiaries (measured by ownership of voting power), the purchase price of' an ISO shall not be
less than 110% of the fair
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market value of such shares on the date of grant The base price for a stock appreciation right shall not be less than 100% of the fair market value of shares
as of the date of grant. The Compensation Committee, in its discrction, may detennine the purchase price, if any, for restricted stock, other stock unit
awards, and perfonnance awards.

Exercisability of Options and Stock Appreciation Rights; Vesting of Re~·trictcd Stock and Other Awards
The Compensation Committee shall deten11ine 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 first time in any year that call 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 the 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 to the order of the
Company, or, subject to the approval of the Compensation Committee and subject to applicable law, by the delivery of shares of Pinnacle Common Stock
already owned by the participant, through a "broker's" exercise involving the immediate sale or pledge of shares with a valuc sufficient to pay the exercisc
price, or by any other method permitted by applicable law. The Compensation Committee shall determine, in its discretion, the form of any payment for
rcstricted stock, other stock unit awards, and performance shares.

Duration of Options and Stock Appreciation Rights
Each option or stock apprcciation right shall 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 (measured by ownership ofvoling power) shall expire not later than five years from the date of
grant.

No Repricing
The Compensation Committee has no authority to reprice any option, to reduce the base price of any stock appreciation right, or cancel any option

when the nlir market value of shares is less than the option's exercise price pCI' share.

Termination of Employment; Death or Disability

It'a participant ceases to be employed by the Company or any or its subsidiaries for any reason other than termination for cause, death or permanent
disability, the 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 after the termination of employment, whichever is earlier (unless otherwise determined by the Compensation Committee in an individual option
agreement or otherwise), If a participant dies or becomes pelmanentiy disabled, the participant's vested and unvested options shall be exercisable for the
remainder of their original term or for 36 months aftel' the date of death or pelmanent disability, whichever is earlier (unless otherwise detemlincd by the
Compensation Committee in an individual award agreement or otherwise). After a participant's death, options lllay be exercised by the person or persons to
whom the participant's rights pass by will or the laws of descent and distribution. Unless the Compensation Committee determincs otherwise in its
discretion, similar rules shall apply to stock apprcciation rights. The treatment of each award of restricted stock, other stock unit award, or pcrformance
award on the tennination of employment, death, or disability of the pmticipant shall be detemlined by the Compensation Committee in its discrction. Jf a
participant's employment is terminated for cause, all of his or her awards may be immediately tenllinated and canceled, in the Compensation Committec's
discretion.
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Certain Corporate 1'ram'actions
Upon the happening of a merger, reorganization or sale of substantially all of the assets of the Company or other change of control events specified in

the 2005 Plan, the Compensation Committee may, in its sole discretion, do one or more of tile following: 0) shorten the period during which options and
stock appreciation rights are exercisable (provided they remain exercisable for at least 30 days after the date notice of such shortening is given (0 the
participants); (ii) accelerate any vesting schedule to which an option, stock appreciation right, restricted stock, other stock unit award or performance award
is subject; (iii) arrange to have the surviving or successor entity or any parent entity thereof assume the restricted stock, other stock unit awards, stock
appreciation rights OJ' options or grant replacement options or stock appreciation rights with appropriate adjustments in the option prices and adjustments in
the number and kind of securities 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 Common Stock (at the effective time of the merger, reorganization, sale or other event) over the exercise
price of the option to the extent the options are vested and exercisable, and cancel stock appreciation rights by paying the value thereof; or (v) make any
other modification or adjustment that the Compensation Committee deems appropriate and fair in its discretion, The Compensation Committee may also
provide for one or more of the foregoing altcrnatives in any particular award agreement.

Rights as a Stockholder

The recipicnt of an option or stock appreciation right win have no rights as a stockholder with respect to shares of Pinnacle Common Stock covered
by an option or stock apprcciation right until the date such recipient becomes a holder ofl'ecord of such shares, unless the Compensation Committce, in its
discretion, elects to grant the participant dividcnd cquivalent rights ill connection with such option or stock appreciation right. The recipient of rcstrieted
stock or of an other stock unit award will generally have all the rights of a stockholder with rcspect to 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 sllch shares will generally be subject to the same
vesting restrictions, ifany, as the underlying shares,

Assignability of Options, Stock Apprcdation Rights and Other Awards

An ISO granted under the 2005 Plan shall, by its tenns, be non-transferable by the participant, either voluntarily or by operation of law, othcr than by
will or the laws of descent llnd 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 ISO shan be nontransferable by thc participant, either voluntarily or by operation of law, other than by will or the laws of descent and
distribution, except as the Compensation Committee may determine in its discretion, With the consent of the Compensation Committee, 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 to a trust for thcir benefit.

Duration, Termination and Amendment of the 2005 Plan
The 2005 Plan became cffective on the date of its adoption by the Board on April 1,2005, The 2005 Plan shall continue in effect for 10 years

thcreafter, The Board of Directors, howcver, may suspend or terminate the 2005 Plan at any time, However, unless affirmative votes representing a majority
of the votes cast under applicable law ol'rules approve the continuation of the "perfomlance based" compensation provisions of the 2005 Plan at the first
duly constitutcd meeting of the stockholders orthe Company that occurs in the fifth year following the later of 1) 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 under the 2005 Plan following the date of such meeting to executive officers of the Company whose compensation is subject to the
deduclion limit ofSectioll 162(m), Undcr currently applicable rules, to be duly constituted, a majority of the shares or capital stock outstanding and entitled
to vote
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would have to 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 tennination of the 2005 Plan will generally not affect the validity of any option, stock
appreciation right, restricted stock, other stock unit award, perfonnance award or dividend equivalent outstanding on the date of tem1ination.

The Board of Directors may also amend the 2005 Plan at any time, except that the Board of Directors will not amend the 2005 Plan in a way which
violntes Rule 16b-3 of the Exchange Act. The Board of Directors will not amend the 2005 Plan without obtaining stockholder approval to (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
expnnd the class of persons eligible to participate in the 2005 Plan, (d) amend any provision prohibiting the Compensation Committee from repricing
options or taking similar action, (e) increase the maximum permissible term of any option, (f) amend the limits on grants of awards to any pmticipant during
a 12-month period, or (g) make any modification that requires stockholder approval under applicable law. FlIlihermore, no amendment ofthc 2005 Plan
shall amend or impair any rights or Obligations under any award theretofore granted under the 2005 Plan without the written consent of the holder of the
affected award.

Federal Income Tlix Matters

The following discussion of federal income tax consequences does not purport to be a complete analysis of all of the potential tax effects of the 2005
Plan. It is based upon lav.'S, regulations, rulings and decisions now in effect, all of which are subject to change. No information is provided with respect to
persons who are not citizens or residents of the Unitcd States, or fi:)reign, state or local tax laws, or estate and gift tax considerations. In addition, the tax
consequences to a particular participant may be affected by mattcrs not discllssed above. ACCORDINGLY, EACH PARTICIPANT IS 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 LA WS AND OF CHANGES IN THE TAX LA WS.

The 2005 Plan is not subject to any of the provisions of the Employee Rctirement Income Security Act of 1974 ("ERISA") and is not qualifled under
Section 40 I(a) of the Code.

Non-Qualified Slock Options
Under current fcderal income tax law, the grant of an NSO has no tax effect on the Company or the participant. If the shares of Pinnacle Common

Stock received on the excrcise of an NSO are not subject to restrictions on transfer or risk of forfeiture, the exercise of the NSO will restllt in ordinary
income 10 the participant equal to the excess of the fair market valuc of tbe shares at the time of exercisc over the option price. The participant's tax basis in
the shares wil1 bc equal to the option price plus the amount of ordinary income recognized upon the exercise of the option. Upon any subsequcnt disposition
of the shares, any gain or loss recognized by thc participant will be treated as capital gain or loss and will be long-term capital gain or loss if the shares are
held for more than onc year after exercise. At the time of recognition of ordinary income by the participant upon exercise, the Company wil1 normally be
allowed to take a deduction tor federal income tax purposes in an amount equal to such recognized ordinmy income.

If the shares received on the exercise of an NSO are subject to restrictions 011 transfer or risk of forfeiture (e.g., a vesting condition), differcnt rules
will apply, and the tax consequences will depend on whether the participant makes an election under Section 83(b) of the Code within 30 days after exercise
of the option. If the participant docs not make a Section 83(b) election, the participant will recognize ordinary income when the shares vest in an amount
equal to the excess of the fair market value on thc date of vesting over the exel'cise price. In that case, the participant's basis in the shares will be the tllir
market value of the shares 011 the date of vcsting, and the participant's holding period will begin on the date of vesting. Upon any later disposition of the
shares, any gain {)I" loss that thc participant recognizes wi11 be capital gain or loss, and will be long-·tcnn capital
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gain or loss if the participant holds the shares more than one year after vesting. The Company will be allowed a deduction for federal income tax purposes
when the shares vest equal 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 the time of exercise equal to the
excess of the fair market value on the date of exercise over the exercise price. The Company will be allowed a deduction for federal ineome tax purposes on
the date of exercise equal to the amount of ordinary income he or she recognizes. The participant's basis in the shares 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 recognizcd at
the time of exercise. 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-tenn capital gain or loss if the participant holds the shares more than one year after exercise. However, if the participant later forfeits the shares, the
participant wil1l'ecognize a capital loss equal to excess (if any) of the option 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 exercise, the participant
will receive no con'esponding deduction or loss if the participant later forfeits the shares for the amount of ordinary income the participant recognized.

incentive Stock Option.\"
The federal income tax consequences associated with ISOs arc generally more favorable to the participant and less Ihvorablc to the Company than

those associated with NSOs. Under current federal income tax law, the grant of an ISO docs 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 after the date of grant or within one year after the date of exercise. If these requirements arc met, the basis of the shares ofrinnacle
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-term capital gain,
and the Company will not be entitled to a deduction. The excess of the market value on the exercise date over the option price is an adjustment to regular
taxable income in determining alternative minimum taxable income, which could cause the participant to be subject to the altemative minimum tax, thereby
in effect depriving the participant of the tax benefits of ISO treatment. If the participant disposes of the shares before the expiration of either of the holding
periods described above (a "Disqualifying Disposition"), the participant will have compensation taxable as ordinary income, and the Company will
normally be entitled to a deduetion, equal to the lesser of (a) the fair market value of tile shares on the exercise date minus the option price, or (b) the
amount realized on the disposition minus the option price. If the price realized in any such Disqualifying Disposition of the shares exceeds the fair market
value of the shares on the exercise date, the excess will be treated as long~tenn or short-term capital gain, depending on the participant's holding period for
the shares.

Stock Appreciation Rights
A participant holding 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 after the date of grant as either short-tel111 or
long-term capital gain or loss, depending on how long the shares have been held.

Other Award"
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.e., stock subject

to a vesting restriction based 011 continued employment or attainment ofperfOlmance 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 ordil1Uly income on the receipt
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of cash or shares equal to the amount of cash, or the excess orthe 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. Upon disposition of the shares acquired, the participant will recognize the
appreciation or depreciation on the shares aner the date of grant as either short-teml 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 restricted stock
becomes vested, the participant win recognize ordinary income in an amount equal to 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 acquired, the
participant will recognize the appreciation or depreciation on the shares after the date of vesting as either short-ten" 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 Section 83(b) of the Code with respect to unvested shares. If a participant makes a
Section 83(b) election with the Internal Revenue Service within 30 days from the date of grant, the participant will recognize ordinary income in an amolllll
equal to the differcnce 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. If the participant makes a timely Section 83(b) election, the participant will not recognize ordinmy income when the shares vest. Upon
disposition of the shares acquired, the participant will recognize the appreciation or depreciation on the shares after the date of grant as either short-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 equal to the excess (if any) of the purchase price Over any amount the participant receives from the Company on the forfeiture. Generally, if the
participant makes a Section 83(b) election, and thereby recognizes ordinary income on the date of grant, the participant will receive no corresponding
deduction or loss for the amount of ordinary income the participant recognized if the participant later forfeits any unvested shares.

$/,()()(),OOO Limit on Deductible Non-Peljormal1ce Based Compensation
Section 162(m) of the Code provides that any publicly-traded cOll}oratioll will be denied a deduction for compensation paid to certain executive

officers to the extent that the compensation exceeds $1 ,000,000 per officer per year. However, the deduction limit docs 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 011e or more performance goals; (ii) the perlormance goals arc established by a compensation committee of the Board of Directors of directors
consisting of"otltside directors"; (iii) the material terms of the compensation and the perfonnance goals arc disclosed to and approved by the stockholders
in a separate vote; and (iv) the compensation committee certifies that the perlom1ance goals have been satisfied. The Company believes that, since the
stockholders have approved the 2005 Plan, the stock options and stock appreciation rights granted thereunder will satisfy the requirements to be treated as
performance based compensation, and accordingly will not be subject to the deduction limit of Section I62(m) of the Code. As discussed above, the
performance based award provisions of the 2005 Plan permit the Company to grant performance awards to 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 to provide that
the vesting of restricted stock, and the vesting or payment of any other stock unit award, granted to such an executive on1cer will be subject to the
achievement of the objective performance goals over a perf01111anCe period, and thus satisfy the requirements to be "performance based" compensation. The
Compensation Committee may also grant awards that are not "performance based," and that will be subject to the deductibility limit of Section I62(m), if it
detel11lines that such awards arc in the best interests of the Company.

Excess Parachute Payments
Under Section 4999 of the Code, certain officers, stockholders, or highly--compensated individuals ("Disqualified Individuals") will be subject to an

excise tax (in addition to federal income taxes) 01'20% of the
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amount of certain "excess parachute payments" which they receive as a result ora change in control of the Company. Furthemlore, Section 2800 of the
Code prevents the Company from taking a deduction for any "excess parachute payments." The cash out or acceleration or the vesting of stock options,
stock appreciation rights, restricted stock, other stock unit awards or perfonnance awards upon a change of control may cause the holders of snch slock
options, stock appreciation rights, restricted stock, other stock unit awards and performance awards who m'e Disqualified Individuals to recognize certain
amounts as "excess parachute payments" on which they must pay the 20% excise tax, and for which the Company will be denied a tax deduction.

Section 4()9A COl1siderarions
Section 409A of the Code imposes certain additional taxes on an employee or service provider who receives "deferred compensation" that does not

comply with the requirements of Section 409A. The Company bclieves that stock options, stock appreciation rights, and restricted stock granted under the
2005 Plan will not constitute "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 constitute "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.

S"pecial Rules; Withholding ofTaxes
Special tax rules may apply to a participant who is subject to Section 16 of the Exchange Act. Other special tax rules will apply if 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 thc Compensation Committee deems appropriate to comply with any applicable withholding tax obligation in
connection with the exercise of all option or stock appreciation right or the grant or vesting ofrestrictcd stock, other stock unit [lwards, or performance
awards, including requiring any participant to pay the amount of any applicable withholding tax to the Company in cash. The Compensation Committee
may, in its discretion, authorize <'cashless withholding."

PROPOSAL 3
RE-APPROVAL OF THE "PERFORMANCE-BASED" COMPENSATION PROVISIONS OF TIlE 2005 EQUITY AND PERFORMANCE

INCENTIVE PLAN TO COMPLY WITII THE REQUIREMENTS OF SECTION 162(M) OF TIlE INTERNAL REVENUE CODE
(Item No.3 on Proxy Card)

Backgrollnd
In 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 I62(m) of the Code and the regulations promulgated thereunder, resulting in the tax deductibility of amounts payable under
the 2005 Plan to the ChiefExeclltive Officer or other named executive officers whose compensation is reported in this Proxy Statement as
«performance~based" compensation. In order to extend the time during which amounts payable to the Chief Executive Officer or other named executive
officers whose compensation is reported in this Proxy Statement continue to be characterized as "performance-based" compensation, the Company is
submitting the "perf0n11anCe-based" compensation provisions of the 2005 Plan to its stockholders for re~approval. Continued compliance with
Section I62(m) of the Code results in the tax deductibility of related compensation expcnse to the Chief Executive Oflicer or other named executive ofllcers
whose compensation is reported in this Proxy Statement for the Company.
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Section 162(m) denies to a publicly-held corporation a deduction from taxable income for covered compensation in excess of $1 ,000,000 paid in any
taxable year to the Chief Executive Officer 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 committee consisting solely of
outside directors ifthe material tenns of the compensation arc approved by the company's stockholders. If the compensation committee has the authority to
change the perfonnance targets, the "perfonnance-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
"pcrfonnance-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 fifth year following the effective datc 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 to executive officers of the Company whose compensation is subject to the deduction limit of Section 162(m).
There have been no material changes to the "perf0n11anCe-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 for re~approval by its stockholders.

The five year re-approval requirement docs not apply to stock options and stock appreciation requirements, which can qualify as
"perfonnance~based" compcnsation under Section 162(m) if they meet certain requirements. We believe that the stock options and stock appreciation rights
granted under the 2005 Plan meet the requirements to be treated as "performance-based" compensation, and accordingly will not be subject to the deduction
limit of Section I 62(m), whether or not the stockholders reo-approve the "performance-based" compensation provisions of the 2005 Plan.

Proposal

The re-approval of the "perfonnance~based" compensation provisions contained in Article X of thc 2005 Plan will allow the Company to continue to
award incentives with meaningful performance milestones that will qualify as "performance-based" compensation under Section I62(m) of the Code.
Awards which so qualify will not be subject to the $1,000,000 per persoll limitation On the income tax deductibility of compensation paid to certain
exectltive officers that would otherwise be imposed under Section I62(m) ofthe Code.

If this proposal regarding the re-approval of the "performance-based" compensation provisions of the 2005 Plan docs receive the aftinnative votes
representing a majority of the votes castllnder applicable law, no awards other than stock options or stock appreciation rights 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 fifth year following the most recent
re-approval of the "performance-based" provisions of the 2005 Plan to executive officers of the Company whose compensation is subject to the deduction
limit of Section 162(m). ffthis proposal docs not receive the affltmative votes representing a majority of the votes cast under applicable law, no awards
other than stock options or stock appreciation rights 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 fifth year following the initial effective date of the 2005 Plan to executive officers ofthe Company whose
compcnsation is subject to the deduction limit of Section 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 options or stock appreciation rights under the 2005 Plan to
executive officers of the Company whose compensation is subject to the deduction limit of Section 162(m) and receive tax deductions appurtenant thereto
before having to seek stockholder re-approval again.

Required Vote

Affirmative votes 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 Meeting will be required to approve this 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
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considered as a vote cast with respect to such maUer, and will have the same effect as a vote "AGAINST" the proposal. Broker non--votes will have no
effect on the proposal, unless the votes 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 arc not currently determinable because such amounts are dependent on the Company's
futlll"e perfonnancc and futlll"e grants which have not yet been determined.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" RE-AI'PROVAL OF THE "PERFORMANCE-BASED"
COMI'ENSATION PROVISIONS OF THE 200S EQUITV AND I'ERFORMANCE INCENTIVI~ PLAN TO COMPLV WITH THE
REQUIREMENTS OF SECTION I62(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 the

achievement of perfomlance goals ovel· a performance period. Upon the grant ofa performance award, the Compensation Committce shall determine the
relevant performance goals and the performance period.

As was the case when stockholders initially approved the 2005 Plan, the perfonnance goals 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 cOlvorate overhead and bonus; earnings 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 priee of the shares or any other publicly-traded securities ortile Company; market share; gross profits; earnings
before taxes; carnings before interest and taxes; camings before interest, taxes, depreciation and amortization; economic value--added models; comparisons
with various stock market indices; reductions in costs, amVor return on invcsted capital of the Company or any afliJiate, division or business unit of the
Company for 01' 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 other companies or
upon comparisons of any orthe indicators ofperfonnance relative to other companies, In setting perfonnance goals, the Compensation Committee may
specify objective adjustments to any of the foregoing measures for items that it detennines will not properly reflect the Company's financial perfOnllanCe
for these purposes, such as the writc-off of debt issuance costs, pre-opening and development costs, gain or loss from asset dispositions, asset or other
impaim1ent chargcs, litigation settlement costs, and other non-routine items that the Compensation Committce foresees may occur during the performance
period. The Compensation Committee may also exclude the impact of an event or occurrence which the Compensation Committee determines should
appropriately be excluded, including (a) restructlll'ings, discontinued operations, and charges for extraordinal)' items, (b) an event either not directly related
to the operations of the Company or not within the reasonable control of the Company's management, or (c) a change in accounting standards required or
recommended by generally accepted accounting principles.

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

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 thc sole discretion of the Compensation Committee at the time of payment.
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The Compensation Committee may adjust downward, but not upward, the amount payable to any executivc officer of the Company under any award
that is intended to constitute "perfollnance-based" compensation. The Compcnsntion Committee may not waive the achievement of the applic:lble
performance goals, except in the case of death or disability of the pmticipant, or the occurrence of a change in control of the Company.

Before the vesting, payment, settlement or lapsing of any restrictions with respect to any award that is intended to constitute "performance-based"
compensation, the Compensation Committee shall certify in writing that the applicable perfollnance critcria have been achieved to the extent necessary for
such award to qualify as "performance-based" compensation within the meaning of Section I62(m) of the Code.

The Compensation Committee shall have the power to impose such other restrictions on awards intended to constitute "performance-based"
compensation as it may deem necessary or appropriate to ensure that such awards satisfy all requirements to constitute "performance-based" compensation
within the meaning of Section I62(m), or which are not inconsistent with such requirements.

Unless affirmative votes representing a majority of the votes cast under applicable law or rules approve the continuation of the "perfolmanee-based"
compensation provisions of the 2005 Plan on or before the tirst duly constituled meeting of the stockholders of the Company that occurs in the fifth year
following the effective date of the 2005 Plan or at the first duly constituted meeting of tbe stockholders of the Company that occurs in the fifth year
following the re-approval of the "performance-based" compensation provisions of thc 2005 Plan, no awards olher than stock options or stock appreciation
rights shall bc made undcr the 2005 Plan fol1owing the date of such meeting to executive officers of the Company whosc compensation is subject to the
deduction limit of Section I62{m). Under currently applicable law or rules, to be duly constituted, a majority or the shares of capital stock outstanding and
entitled to vote would have to be present in person or by proxy at the meeting at which stockholders votc to npprove the continuation ofthe
"perlonnance-based" compensation provisions of the 2005 Plan.

This summary 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 allached to this Proxy Statcment in Appendix B.

PROI'OSAL 4
APPROVAL OF AMENDMENT TO AMENDED AND RESTATED DIRECTORS DEFERR~:DCOMPENSAnON PLAN

(Item No.4 on Proxy Card)

Background

In 1991, the Board of Directors adopted and the stockholders approved the Company's Amended and Rcstated Dircctors Deferred Compensation
Plan. The Dircctors Plan permits each director of the Company to elect to defer receipt of al1 or a portion of his compensation in his capacity as a director,
and to receive such deferred compensation either in the form of cash or in the fonn or shares of Pinnacle Common Stock, The Directors Plan was last
amcnded in May 1999 to increase the number of shares that arc issuable under the Directors Plan. The Directors Plan currently provides for the issuance of
up to 275,000 shares of Pinnacle Common 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 of Directors has determined that it is in the best interest ofthe Company to
replcnish the number of shares that may be granted under the Directors Plan.

The Company is also making amendments to the Directors Plan in order to replace refcrences to "Hollywood Park," the Company's f0l1ller name,
with Pinnacle Enteltllinment, Inc.
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ProJlosal
The tenm of the Directors Plan, as currently in effect, are described below under "Summary of the Directors Plan." The Directors Plan is attached in

this Proxy Statement as Appendix C and renects the proposed amendment to the Directors Plan. The proposed amendment to the Plan would increase the
number of shares of Common Stock that may be issued under the plan by 50,000 shares.

The Board of Directors believes that the proposed amendment to the Directors Plan will enhance the Company's ability to attract and retain persons of
outstanding competence to serve as directors by allowing, at each director's elcction, to receivc payment of all or a portion ofthcir compensation in the form
of shares of Pinnacle Common Stock and by giving them an incrcased stake in the Company and its future.

Accordingly, stockholders are requested to approve the amendment to the Directors Plan to increase the maximum number of shares of Pinnaclc
Common Stock that lllay be issued under the Directors Plan to 325,000 and to make amendments to the Directors Plan to replace references to the
Company's formcr name with Pinnacle Entertainment, Inc.

Required Vote
Affinnative votes 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 Meeting will be required to approve this 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 thc proposal will be considered as a vote cast with
respect to 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
votes otherwise cast constitute less than over 50% of all shares cntitled to vote on the proposal.

New Phm Benefits

For 2008, the dollar value of awards under the Directors Plan are not currently determinable because such amounts are dependent on futurc
compensation not yet earned by the directors.

THE BOAIlD OF DIRECTOIlS IlECOMMENDS A VOTE "FOil" APPIlOVAL OF TilE AMENDMENT TO THE AMENDED AND
IlESTATED DmECTOIlS DEFEIlIlED COMPENSATION PLAN.

Summary of the Directors Plan
The following is a summary of the key provisions of the Directors Plan, assuming that stockholders approve this Proposal 4. This summary does not

purport to be a complete description of all the provisions ortlle Directors Plan, and it is qualified in its cntirety by reference to the full text of the Directors
Plan, A copy of the Directors Plan is attached as Appendix C to this Proxy Statement. Any stockholder who desires to obtain a copy orthe Directors Plan
may do so by written request to the Secretary oftbc Company, at 3800 Howard Hughes Parkway, Las Vegas, Nevada 89169.

Term of Directors Plan
The amendment to thc Directors Plan shall become effective upon stockholder approval of this Proposal 4 at the Annual Meeting, and the Directors

Plan, as amended, will remain in effect until terminated by the Board of Directors of the Company.

JJ



Shares SUbject to the Directors 1)lan
The Company shaH not be required to 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 to 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 shares of Pinnacle Common Stock that can be issued pursuant to the Directors Plan, if the amendment to the Dircctors Plan
is approved, will be 325,000. This amount represents an inereasc 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 eligible to participate, except for Mr. Lee who does
not receive any separate compensation for his service as the Chainnan of the Board. It is anticipated that the Company will have eight directors who are
eligible to participate in the Directors Plan on the effective date of the amendment to the Directors Plan.

AdministrlltioJl of the Directors Plan

The Directors Plan shall be administered by the Board of Dircctors. The Board of Dircctors shall have the discrction and power to interpret provisions
of thc Directors Plan, to computc amounts to be credited to and distributed from directors' accounts under the Directors Plan, to prescribe, amend and
rescind rules and regulations relating to the Dircctors Plan and to make all othcr detenllinations it deems ncccssary or advisable to administer the Directors
Plan.

DefelTed Compensation

Each director may elect to dcfcr all or a portion of his or her compensation received in his or her capacity as a director. Such election must be made
by each eligible director six months prior to the beginning of the calendar year for which such deferrals will apply. Such clection will continue until thc
participating director tenninates such election in writing and such termination shall take effcct six months allcr such notice is given. Any such deferred
compensation will be credited to a deferrcd compensation accoullt, either in cash or in shares of Pinnacle Common Stock, at each dircctor's election. As of
the date the director's compensatioll would otherwise have been paid and depending on the dircctor's election, the director's dcferred compensation account
will be credited with either (a) cash, (b) the number of full and/or fractional shares of Pinnacle Common Stock obtained by dividing the amount of the
director's compensation which he or she electcd to defer by the average of the closing price of Pinnacle Common Stock on the principal stock exchange on
which Pinnacle Common Stock is listed (or, if the shares are not listed on a stock exchange, the NASDAQ National Market System) on the last ten 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 credited to the director's deferred compensation account shall bear interest at an amount to be dctermined from time to time by the
Board ofDircctors.

If a director has elected to allocate his or her deferred compensation to shares of Pinnacle Common 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 obtained by
dividing the dividends which would have bcen paid on the shares crcditcd to the director's deferred compensation account as of the dividend record date, if
any, occurring during such calcndar qmlrter if such shares had been issued and outstanding shares of Pinnacle Common Stock on such date, by the closing
price of Pinnacle Common Stock on the principal stock exchange on which Pinnacle Common Stock is listed (or, if the shares are not listed on a stock
exchange, thc
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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 cnd of each calendar quarter with the number of full andlor fractional
shares of Pinnacle Common Stock which shares of Pinnacle Common Stock such director would have been entitlcd to if such shares had been issued and
outstanding shares of Pinnacle Common Stock on the record date for such stock dividend(s).

However, the directors 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 (0 such shares until shares credited to their deferred
compensation accounts are distributed. The rights of a director to receive payments under the Directors Plan shall be no greater than the rights of an
unsecurcd general creditor of the Company.

DefelTcd amounts under the Directors Plan shall be distributed, either in a lump-sum or in equal installments not to exceed 15 years at the
participating director's election, in the calendar quarter immediately following cessation of the participating director's service as a director of the Company.
If a director should die before all amounts credited under the Directors Plan shall have been paid, the unpaid balance in the participating director's account
shall be paid promptly.

PROPOSALS
RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

(Item No.5 on Proxy Card)

The Audit Committee has appointed Deloitte & Touche LLP to audit the Company's consolidated financial statements for the 2008 fiscal year and to
audit the Company's effectiveness of intemul control over flnancial reporting as of December 31,2008. This appointment is being presented to stockholders
for ratification at the Annual Meeting. Stockholder ratification of the appointment of Deloitte & Touche LLP as the Company's independent auditors is not
required by the Company's Restated Bylaws or otherwise. Thc Company is submitting the appointment of Deloilte & Touche LLP to stockholders for
ratification as a matter of good eO'llorate practicc. If the stockholders fail to ratify the selection, the Audit Committee will reconsider whether to retain
Deloiue & Touche LLP. Even if the selection is ratified, the Audit Committee in its discretion may direct the appointment of a different independent audit
firm at any time during the year if it detcrmines that such a change would be in the best interests of the Company and its stockholders.

Representatives ofDeloitte & Touche LLP are expected to be present at the Annual Meeting. They will have an opportunity to make statements if
they desire and will be available to respond to appropriate questions.

Requircd Votc
The action of the Audit Committee in appointing of Deloille & TOllche LLP as the Company's independent auditors for the 2008 fiscal year will be

ratified upon the approval by the affinnative vote of a majority of the votes cast "FOR" or "AGAINST" the proposal. Abstentions and broker non-votes
will have no effect on the outcome oftlle vote on this proposal.

THE BOARD OF DIRECTORS RECOMMENDS A VOTIC "FOR" THE RATIFICATION OF THE APPOINTMENT OF DELOITTE &
TOUCHE LLP AS THE COMPANY'S INDEPlcNDENT AUDITORS FOR THE 2008 FISCAL YEAR.
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Audit and Related Fees
Fees Paid 10 Independent Auditor

The following table shows fees that the Company paid (or accrued) for professional services rendered by Delaitte & Touche LLP for fiscal years 2007
and 2006,

Fcc Clltegory

Audit Fees
Audit-Related Fees
Tax Fees
All Other Fees

Total All Fees

2007 2006

$ 1,914,700 $ 1,558,454
0 0

811,658 611,068
0 0

$ 2,726,358 $ 2,169,522

Audit Fees

Audit fees for 2007 and 2006 relate to professional services rendered by Deloitte & Touche LLP in connection with reviews of the financial
statements included in the Company's Quarterly Reports on Form 10--Q, certain procedures in connection with registration statements and prospectus
supplements and other offering documents, and the audit of the Company's financial statements and effectiveness of internal control over financial reporting
(as required by the Sarbanes-Oxley Act),

Audit--Related Fees

Except as described above, Deloitte & Touche LLP did not bill any fees for, or provide to the Company, any assurance 01' related services (such as
employee benefit plan audits, internal control reviews, attest services that are not 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 2006 relate to tax compliance and tax advice and planning services rendered by Deloilte & Touche LLP.

All Other Fees
Except as described above, Dcloitte & Touche LLP did not bill the Company for any fees for, or deliver or render to the Company, any other products

or services ill 2007 or 2006.

Audit Commiflee Pre-Approval Policies and Procedures

The Audit Committee has adopted f0n11al policies and procedurcs with regard to the approval of all professional services provided to the Company by
Deloitte & Touche LLP. Below is a sml1mmy of the 2007 policies and procedures.

With reganl to "Audit" services, in 2007, the Audit Committee pre-approved the proposed budget for Deloitte & Touche LLP's audit and
Sarbancs--Oxley auestation of the Company's financial statements, plus up to an additional amount for audit services not included in the budget.

With regard to "Audit-Related" services, ill 2007, the Audit Committee pre-approved the expenditure of up to a certain amount for services included
on a pre-approved list. The Audit Committee's policy is to use Deloitte & Touche LLP only if these services more logically call be performed by the
accounting firm than by other qualified accounting firms.
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With regard to "Tax" services, in 2007, the Audit Committee pre-approved the expenditure of up to a certain amount for services included on a
pre~approved lisl. The Audit Committee's policy is to use Deloittc & Touche LLP only if these services more logically can be performed by the accounting
finllthan by other qualified accounting firms.

With regard to "Other" services, in 2007, the Audit Committee pre-approved the expenditure of up to a certain amount for services included on a
pre-approved list. The Audit Committee's policy is to usc Deloitte & Touche LLP for such services only if it bas been determined that (a) Deloitte &
Touche LLP's services are "synergistic" and utilizing Deloitte & Touche LLP creates eff1ciencies, minimizes disl1lption or preserves confidentlality or
(b) Deloilte & Touche LLP possesses unique or superior qualifications to provide such services, The Audit Committee is able to pre-approve exceptions to
this policy.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis
Philosophy and Objectives

The key objectives of our compensation programs arc to attract, retain and motivate well-qualified executives who will support the rapid growth and
development of our Company in a dynamic industty. We assembled our current team of key executives several years ago and, under their leadership, we
have experienced significant profit improvement /i'om our existing operations. We have also completed or are undertaking major projects in St. LOllis city
and county, Missouri; Lake Charles, Louisiana; Baton Rouge, Louisiana; and Atlantic City, New Jersey, involving significant capital expenditures over the
next several years. We believe that continuity of our management team is important to ensure the successful completion of thcse projects and for our
Company to continue to seck, obtain, finance, design, build, open and operate other successful properties. It is therefore important to motivate, retain, and
reward our executives commensurate with their success.

More specifically, our programs are designed to:

Position Executive Pay Commensurate with Performance. We seck to pay at competitive median levels of compensation for median
performance, well above competitive levels for outstanding achievement, and well below competitive levels for poor perfonnance over a
multi-year time horizon;

Provide Superior Upside Opportunity. We encourage high-performing and valuable executives to stay with the Company over the long-teml
through highly leveraged incentives, witb an emphasis on superior rewards for superior performance. We believe that this high'~risk, high reward
approach to compensation is attractive to successful and highly qualified executivcs; and

Provide Tax-"Efficient Savings Vehicles to Executivcs. As allowable under the law, we believe that providing our executives with attractive and
tax--effective opportunities to save their compensation under non-qualified deferrcd compensation programs enhances their tics to the Company;
minimizes potential distractions caused by cOllcems over long-term income security; and improves the Company's available cash flow for
further investment to enhance stockholder value.

We do not allocate between cash versus non--cash compensation and short-term versus long-term compensation based on specific percentages,
Instead, we believe that the compensation opportunity for executives should be generally in line with the prevailing market when evaluated over the
long-term, and that perfomlance incentives should be more heavily weighted than base salaries and other fixed components of compensation.

Role ofExecutive Officers and Outside Advisors in Compensation Decisions
OU!' compensation dccisions on senior executive and director compensation arc made by the Compensation Committee, which is compo.sed entirely of

independent outside members of our Board of Directors, and Compensation Committee decisions arc gencrally ratified by our full Board of DIrectors, With
Mr. Lee abstaining as to his compensation. The Compensation Committec periodically receives recommendations from our principal executive officer,
Mr. Lee, and consults with outside, nationally-rccognized independent compensation consultants, as it deems appropriate. The Compensation Committcc
uses the independent compensation consultants to help determinc whether the total compensation of our named executive oencers is competitive but not
overly gcnerolls, determine whether each element of compensation paid to our named executive officers is competitive and focuses executives on achieving
our goals, and evaluate proposed changes in the types and levcls of compensation paid to our named executive officers.

In liscal 2007, the Compcnsation Committee engaged two separate compensation consultants: Mcrcer Human Resource Consulting ("Mercer") was
engagcd in early 2007 to assess executive pay levels relative to
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markct practices and develop recommendations regarding the Company's executive defcrred compensation and retirement plans. In late 2007, RAF
Advisors, LLC (which has changed its name to Farient Advisors LLC in early 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 rccommcndations regarding deferred compensation
and retirement plans put forth by management. This review and analysis was requested by the Compensation Committee. Farient serves at the discretion of
the Compensation Committee and does no other work lor the Company other than that authorizcd by the Compensation Committce. The Compensation
Committee believes that it is critical for the compensation consultant to mcet with management, especially our Chief Executive OlTIcer, for input on other
executives and for perspective on the impact of compensation recommendations.

In addition to recommendations put forth by Mr. Lee, othcr mcmbers of our executive team arc involved in the compensation process by assembling
data to present to the Compensation Committee and by working with the olltside independent compensation consultants to give them the inf0l111ation
necessary to enable them to complete their reports.

Competitive Pay Comparisons
With the assistance of outside advisors, the Compensation Committee ulso considers infonllation on the executive compensation from a peer group of

publicly traded companies and compensation surveys. The Compensation Committee uses the data available from these sources to assess the reasonableness
of the Company's compensation practices over time and to test the alignment of pay with performance.

In 2006, the Compensation Committee reviewed pay pructices for a peer group of approximately 15 companies primarily in the gaming and
hospitality industry, but also included some companies in the financial and private equity fields. The Compensation Committee included financial and
private equity companies in the peer group because several memberS of our key management tcam have been drawn from such companies in the past. In
2007, as part of its annual assessment of peers, the Compensation Committee determined that the gaming and hospitality industly adequately reflects the
competitive market for talent in our industry and provided pertinent data that was more readily available. Therefore, the financial and private equity
companies were no longer included in the analysis for 2007.

Specifically, for 2007, the peer group consisted of Ameristar Cusinos, Inc., Boyd Gaming Corp., Isle of Capri Casinos, Inc., Las Vegas Sands Corp.,
Wynn Resorts, Ltd., Aztar Corp., Harrah's Entertainmcnt, Inc., Penn Nationul Gaming, Inc. and Station Casinos, Inc., all of which arc in the gaming and
hospitality industry. In addition, with the assistance of Farient, the Compensation Committee rcviewed broader market data from compensation surveys with
a focus on the hospitality and leisure industry. Farient's anulysis determined that the pay practices for executives in these related industries was largely
consistent with Pinnacle's more targeted peers, and therefore provided an additional and more extensive comparison for compensation.

Elements O/Compensarion
For the fiscal years ended December 31,2007 and 2006, the principal components of compensation for named executive officers were:

buse salary;

bonuses;

stock options;

restricted stock;

deferred compensation; and

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

Base SalaD'

We intend the base salaries ofour named executive officers to provide a minimum level of compensation for highly qualified executives. The base
salaries of our named cxeeutive officers were determined in the course of negotiations over their employment agreements; in those employment agreemellts,
we were assisted by counsel and, where appropriate, qualified compensation consultants. We believe that the base salaries of our named executive officers
in total approximate thc market median for salaries that peer group companies pay to similar officers and that this positioning is appropriate to support our
objective of aligning pay with performance.

~

We intend that bonuscs paid to our named executive officers will reward thcm for the achievement of successful financial perfonnance over a
relatively short period of time. In addition, it is important that we recogni7-e and reward executives for successfully supporting the development of our
long~teml propeliy development projects. To this end, executives are evaluated 011 a subjective as well as a quantitative basis, with the input of the Chief
Executive Officer, taking into consideration the Company's financial results, progress on long~tcnn developments, and cach executivc's spccific area of
responsibility and contributions to overall success. Succcssful s!lort·-lcl'm financial performance and progrcss 011 long~tenn project development arc
important to our business and to thc crcation of stockholder value.

The paramcters for Mr. Lee's bonuses under Section 162(m) of the Code are set forth in his employment agreement, which was the subject of
negotiation between Mr. Lee and the Company. Mr. Lee can cam annual bonuses of up to 150% of his annual salary, with a targeted bonus of 75% of his
annual salary, based on meeting certain perfonnanee targets with respect to our eamings before interest, taxes, depreciation and amortization ("EBITDA").

The Compensation Committee establishes EBlTDA-based targets annually ncar the beginning of each year. The Compensation Committee generally
sets the EBlTDA~based targets so as to fit into the Company's overall budget, and so that Mr. Lec's total cash compensation will be competitive with the
eash compensation of successful chief executive officers of peel' group companies if the targets arc mcL

The EBlTDA target is typically based on our total EBITDA with celtain adjustments detem1ined at the begillning of the year, which we refer to as
adjusted EBlTDA. Adjusted EBITDA for 2007 was defincd as earnings before interest illcome and expense, income taxes, depreciation, amortization,
pre-opening and development costs, non-cash share-based compensation, merger tennination proceeds, asset impaimlent costs and writc-downs,
corporate level litigation settlement costs, gain (loss) on sale of certain assets, gain (loss) on sale of marketable securities, minority interest, loss on early
extinguishment of debt and discontinued operations.

Fol' 2007, the adjusted EBITDA threshold was $143.9 million, at which Mr. Lee would receive a bonus 01'37.5% of his base salmy. If the adjusted
EBITDA was below $143.9 million, Mr. Lee would receive no bonus. The adjusted EBlTDA target was $173 million, at which Ml'. Lee would receive a
bonus 01'75% of his base salary. The adjusted EBlTDA maximum was $183 million, at which Mr. Lee would receive the maximum bonus of 150% of his
base salary. These targets compared with our actual adjusted EBITDA calculated on the same basis for 2006 and 2005 of approximately $162 million and
$128 million, respectively. The Compcnsation Committee certifies in writing that the targets have been met before the bonus is paid. Since Pinnacle
achieved an adjusted EBlTDA of approximately $169 million for the 2007 fiscal year, as reported in our earnings release furnished in a Current Report 011

Form 8~K filed on February 26, 2008, Mr. Lee received a bonus of'slightly less than 75% of his base salary.
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The Compcnsation Committee may defer payment of a portion of the bonus until a later date in order to encourage executive retention. The
Compensation Committee has deferred 30% ofMr. 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. The Compensation Committee has deferred 50%
of Ml'. Lee's bonus for 2006; the deferred portion of the bonus docs not accrue interest, is an unsecured obligation of the Company, and was or will be paid
in three equal installments in January of2008, 2009 and 2010. Mr. Lee will receivc the deferred portions of his 2007 and 2006 bonus only ifhe is employed
on the scheduled payment date, dies, becomes disabled, terminates his employment for "good reason," is tenninated by us without "cause" 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 to prevent Mr. Lee from being subject to a penalty tax under Section 409A of the Code, payment of the defelTed amounts will be
delayed six months after his termination of employment.

The bonuses of our other named executive officers are determined in the sole discretion of the Compensation Committee, based on consultations with,
and recommendations of, Mr. Lee. The factors that determine thc bonus of each of our other named executive officers arc the individual contribution of the
named executive officer to the success of our business for the year, and fainless and proportionality 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 of/kers, and the Company's overall
financial performance for the year, each considered in the Compensation Commillee's discretion and upon the Chief Executive Officer's recommendation.
'l11e Chief Executive Officer and the Compensation Committee apply these factors subjectively in setting the bonus of each of the other named executive
officers. In 2007, the Compensation Commillee awarded the following bonuses to our other named executive officers: Wade W. Hllndley~$500,000,

Stephen H. Capp~$475,000, Alain Uboldi~$365,000, and John A. Godfrey~$350,000. The Compensation Committee may decide to defer a pOltion of each
of such bonus to each named executive officer. The Compensation Committec deferred 25% of the 2007 bonuses and 2006 bonuses of the other ]lamed
executive officers. The 2007 and 2006 deferred bonuses do not accrue interest, are an unsecured obligation of Pinnacle. The 2007 deferred bonuses will be
paid in three equal annual installments in January 01'2009, 2010 and 2011. The 2006 defell'ed bOlHlses have been or will be paid in three equal annual
installments in January of2008, 2009 and 2010. To receive the defen-ed bonus, each named executive officer must continue to 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
employment agreement, or has a tennination of employment that would entitle him to change in control payments under his employment agreement. To the
extent necessary to prevent the cxecutive officer from being subject to a penalty tax under Section 409A ofthe Code, payment of the deferred amounts will
be delayed six months after his termination of employment.

We believe that the base salary and bonuses (taken together and disregarding the deferral aspects) paid to our named executive ollicers lor 2007 are
competitive with the opportullities provided by our peers in the gaming and hospitality industry and commensurate with perfonnance. In addition, our peers
do not generally require the mandatory deferral of annual incentives paid to thcir executives, which further reduces the CUlTent value of our compensation
relative to peers while simultaneously enhancing the retention elements of our pay programs.

We also consider, and may award, special bonuses when one or more named executive officers has or have made significant contributions to our
achievement of important goals. For example, after our bid for Aztar Corporation resulted in our receipt of a merger tenninatlol1 fcc of approximately $78
million ($45 million after fees and expenses), we awarded special bonuses in 2006 totaling $950,000 to certain of our named executive officers. The
Compensation Committee awarded such special bonuses in recognition of the exceptional initiative and hard work involved ill such bid, the positive
outcome to 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 EBlTDA--based bonus paid under the terms of his employment agreement. The Compensation Commillee retains the discretion
to award special bOllllses to Mr. Lee in f\lture years in addition to his BBITDA-
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based bonus if it determines that he has made significant contributions to our achicvcment of important goals that arc not fully compensated by his
EBITDA-based bonus. No such special bonuses were awarded for fiscal 2007 to any of our named executive of'ficers.

Stock Options

We believe that awards of stock options to 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 fcw fiscal years. We believe that stock options arc a vital component of our philosophy of
compensating named executive ofllcers lor success fill results, as they can realize value on their stock options only if the stock price increases on a sllstained
basis.

We also believe that unvested options are a significant tool to encourage retention. We favor longer vesting periods, usually five years, than is
common at many other companies. The longer vesting period encourages our named executive ofllcers to think about our long-term development. It also
creates greater likelihood of in-the-money, unvested options, which will encourage a named executive officer to remain with us rather than exploring other
promising opportunities. Unlike many companies, we have generally not awarded options every year to each named executive officer, but usually consider
each named executive officer for new grants every two or three years while prior grants remain partially unvested. In 2007 and 2006, we did not award
stock options to 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 executive officers will generally have 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 subsequent years, no grants are made, and we believe
that, on an annualized basis, the value of the option grants to our named executive officers is smallcr than the value of option grants to similar oflicers of our
peer companies. Our Compensation Committee determines the size of each grant, after receiving advice from Mr. Lee und, where appropriate, from outside
consultants. Our Compensation Committee generally considers option grants when a named cxecutive 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
Committee'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 011 an employee's date of hire, anniversary date or the date of a regularly scheduled board
meeting. The Compensation Committee mayor may not have non-public information on that date, which some may deem as material, and generally docs
not take this into consideration in determining whether or not to grant options.

Restricted Stock

In 2006, to recognize the extraordinary efforts of our named executive officers in that year, we granted certain amounts of restricted stock to them. To
encourage our named executive oflicers to remain with us, the restricted stock is subject to a five-year vesting schedule. We granted restricted stock in that
year as a furlher enhancement to retention, as restricted slock maintains its value even during short-term cyclical downturns in our stock price or Ollr
industry overall. We believe that, even with the grants of restricted stock, the value of our equity awards on an annualized basis to our named executive
officers is less than the value of equity awards to similar llamed executive oflicers of our peer companies. We note that the grant of restricted stock is a trend
among public companies. We may accordingly make similar grants of restricted stock in the future, although we did not do so in any year prior to 2006 or
during 2007.
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Executive Deferred Comnensation

In addition to the deferral ofbonllses that may be mandated by the Compensation Committee, we offer an elective deferred compensation program for
our senior executives under the Executive DefelTed Compensation Plan, or the Executive Plan. The objectives of the deferred compensation plan are to help
aUract and retain highly-qualified executives by providing an attractive tax deferred savings opportunity. As explained more fully below, executive oHicers
may elect to defer a portion oftbeil' salmy and bonuses each year into a non-qualified deferrcd compensation account, which is an unsecured obligation of
the Company to pay compensation at a later date.

During 2007, we conducted a comprehensive review of our long-term savings and retirement benefits for executive officers. The purpose of this
review was to ensure that our top executive team would have an appropriate and competitive oppoltunity to provide for income in their retirement,
supported by the Company, thereby allowing them to focus maximum time and attention on the long-term needs of the Company and its businesses without
facing the distraction oftlleir own financial planning. As part of this review, we considered several alternatives including a supplemental executive
retirement plan which would provide a fixed retirement annuity benefIt as well as modifications to the existing nonqualifled defcITed compensation plan. In
the process of conducting this review, the Compensation Committee and management were each advised by independent compensation consultants.

The Compensation Committee determined that it would be appropriate to amend the Executive Plan, elTective January 1,2008, so that a senior
executive could elect to use deferred salary and bonuses to "fund" his own retirement benefit, payable as an annuity by the Company upon retirement. As
with all defen'als, such funding is hypothetical only, and the annuity option remains an unsecured obligation of the Company. The annuity election added [0

the deferred compensation plan beginning in 2008 provides our executives with benefit opportunities similar to what they could receive under a more
traditional defined benefit pension, but based on their own savings rather than being paid for by the Company. This executive-paid annuity option helps
support executive retirement planning and provides an attractive, tax efficient savings vehicle consistent with our pay for performance approach to
compensation.

We accordingly amended the Executive Plan. Under the amendment, the option to use deferred salary and bonuses to fund a retirement annuity
benefit was limited to a select group of (01' 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 benefit more from, the annuity option.

In addition to reviewing the payout options under the pbn, we also evaluated the interest rates applied to deferrals under the plan and detelmined that
our existing interest rate structure was unusuall'elative to market practices and unduly punitive, especially as compared to a typical, unsecured long-tcnn
creditor to [he Company. We determined that this rate structure was discouraging participation and significantly limiting the effectiveness of what is
intended to be an attractive executive benefit plan.

More specifically, prior to 2008, amounts that a participating named executive officer elected to defer under our Executive Plan were credited with
interest at 3% per annum for 2005, 2006 and 2007 deferrals. A 3% rate is well below the rate paid to the Company's long-term creditors and does not
renect the investment risk of (he Company. However, if a participating executive died, became disabled, or retired, such participant's benefits would be
recalculated with an interest rate of 10% pel' annum, which is a rate of' return that is more comparable to the rate of return on a long-term, unsecured
obligation to Pinnacle. If employment terminated for any other reason, [he committee that administers the Executive Plan (which currently is [he
Compensation Committee), in its sole discretion, could dccide 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 who leave to pursue interests unrelated to our activities
and employees who leave to pursue activities 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 rate was discouraging participation in the Executive Plan. Accordingly, for 2008 and later periods, we amended the Executive Plan so that amounts
deferred into the Executive Plan will be credited with a floating rate of interest. For deferrals made in 2008, this floating rate will be tied to the yields on
30-year U.S. treasury bonds, plus five percentage points, compounded quarterly. We believe that this rate will more closely approximate our very long term
borrowing costs for unsecured, subordinated and covenant-light obligations. The Compcnsation Committee has the discretion to change the floating
crediting rate for deferrals under the Executive Plan on a prospcctivc basis as of the beginning of any quarter except for deferrals allocated to the executive's
annuity payout option. Because 10% approximated the yields on 30-'year U.S. treasury bonds, plus five percentage points, as of December 2007, and
because the prior 3% or 10% interest rale rule was considered punitive for a long-term creditor to the Company, we vested each pmticipant in the Excclltive
Plan in the 10% interest factor on his account balance under the Executive Plan as of December 3 I, 2007 and eliminated the possibility that participants
would only receive 3% on their prior savings.

For deferrals into the annuity option, the Compensation Committee has the discretion to set the floating ratcs for new deferrals at the time that the
elections to defer are made, but cannot change the interest rate formula prospectively on these deferral amounts Ol1ee an election is made. The rationale for
this fixed-fonnula approach for the annuity election is that the derenal period for the annuity option is typically much longer than for other deferral
elections, and executives will not be able to plan for a targeted amount of annuity payments in retirement if the Compensation Committee can change the
rates of retum at any time between now and an executive's retirement.

Deferrals that were deducted from salaries and bonuses in 2004 and earlier years were not subject to the 3% or 10% interest rates and will not be
subject to a floating rate going forward. Instead, each participating executive may select from a list of hypothetical investment f\l11ds among which deferred
contributions shall be allocated. Although a participating executive's deferred compensation will not be invested directly in the selected hypothetical
investment funds, his defelTaI compensation account attributable to deferrals of salary and bonus in 2004 and earlier years shall be adjusted according to the
performance of such funds.

Change In Control Payments And Related Tax Gross-Ups

Our employment agreements with our named executive officers provide that they will receive certain payments, including tax "gross'-up" payments,
if we undergo a change in control. The Compensation Committee and our Board of Directors believe that the prospect of such a change in control would
likely result in our named 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, threatened or pending change in control, and encourage them to remain with the Company during any transition period following a
change ill control. This change in control plan therefore serves as an important retention tool during any period of uncertainty to ensure that personal
interests do not dilute our named executive 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" below.

Our employment agreements with our named executive officers provide that they will receive certain payments if we undergo a change in control.
The employment agreements of our named executive officers, other than Mr. Lee, essentially provide for "double trigger" change in control payments; i.e.,
the named executive officer docs not receive his payments automatically on the occurrence of a change in control, but must either be discharged by the
Company without "Cause" or quit the Company for "Good Reason" (e.g., 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 arc essentially compensation for being fired or forced out of a job in connection
with a changc in control. However, the named executive officers, other than Mr. Lee, can receive change-in-control payments 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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after the occurrence of a change in controL This provision essentially compensates the named executive officers for remaining during a 12-month transition
period after the occurrence of a change in control, but pcnnits 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 to assist in an orderly transition in the event of a change in control by
giving our named executive officers an inccntive to remain employed during the J2 months after a change in control.

The change in control provision in Mr. Lee's employment agreement pemlits him to receive the change in control payments if he is terminated or if
he leaves for any reason within six months before or 24 months after the change in control. Ml'. Lee must resign to receive the ehange in control bencflts.
The reason for this provision for Ml'. Lee is that, for the Chief Executive Officer of a publicly-traded company, a change in control will almost invariably
affect the powers, role and reporting relationship orthe executive. To the extent thai a change in control occurs, the employment agreement gives Ml'. Lee
the right to depart the Company and receive the change in control benefits ifhe deems his position to have been negatively affected by the change without
the need to demonstrate an objective, adverse effect such as a reduction in compensation. If the change is not negative, the employment agreemellt allows
Ml'. Lee to stay with the Company and no severance payments will be made.

As discussed more hilly below, effective January 1,2008, we amended our Executive Plan to provide celiain benefits upon a change in control for
senior executives who elect to use deferrals of salary and bonuses to fund an annuity benefit under the Plan. Thesc 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 to the
executive. The amended provisions of the Executive Plan limit participation in the plan so that the cumulative payments that we would be obligated to make
under thc Plan will bc limited.

We believe that the gross~up provisions are necessary to enable our named executive officers to realize the full benefit of their changc in control
payments. These provisions also enable named executivc officers to assist the Board of Directors in analyzing any offers that 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 peer group provide such gross-up payments to their named executive officers.

All Other Compensation

All Other Compensation for our named executive officers includes, among other things, matching contributions to our 40 I(k) plan, perquisites and
related tax gross ups.

We allow named executive officers and their families to usc the cOlvorate aircraft to attend Pinnacle meetings or other Pinnacle business events, but
in gencral only when the aircraft is otherwise traveling for business purposes and there are empty seats. At times, such as New Year's Eve or other casino
player events, it is to Pinnacle's benefit to invite spollses to sllch events, even though such spouses generally are not employees or officers of Pinnacle. If a
named executive officer must recognize taxable income on such air travel, we make a cash paymcnt to 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 Ollr aircraft. This resulted
in taxable income to Messrs. Lee and Capp, which taxcs Pinnacle paid on their behalf. This resulted in $21,146 and $2,898 of income for Messrs. Lee 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 disallows a tax deduction to public companies for compensation over $1 ,000,000 paid to each of the company's
chief executive offker and the four other most highly compensated
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officers, except for compensation that is "performance based." Our general intent is (0 provide compensation awards to our named executive officers so that
most, if not all, awards will be deductible without limitation. 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 due to loss cany-folwards, tax depreciation (particularly from new properties) and
financial leverage, We believe that our new properties and the financial leverage resulting from their construction will result in much of our cash flow from
operations not being subject to current income taxation ovcr the next few ycars, limiting the impact ofSectiol1 162(m) as it related to cunent compensation
practices.

Summary Compcnsation Tablc
The following table scts forth the compcnsation paid to the Chief Executive Officer, Chief Financial Officer, and each of the three highest paid

executive officers of Pinnacle other than the Chief Executive Officer and Chief Financial Officer for the fiscal years ended December 31, 2007 and 2006.

Non-Equity
Inecntive Plan Change inCompcnsation Nonqualified(Section 162(m) Deferred

Stock Option Compenslltion) Compen$ation All Other
Nllllle llml Principal Salary Bonus AWllnls Awanls Earnings Compenslltion Totlll
!'ositioll Yellr ($) (II) ($) (b) ($) (c) (S) (d) (S) (0) ($)(n ('I (g) ($1----
Daniel R. Lee 2007 $ 1,000,000 $ 0 $93,330 $ 901,200 S 733,275 $ 34,511 $ 47,610 52,809,926
Chairman of the: Board of Dircctors and Chief 200G S 875,000 S500,000 S26,922 S i,152,045 S 1,312,500 S 23,526 S 26,507 53,916,500

E:<ceutivc Offie:cr

Stcphen 1-1. Capp 2007 S 500,000 S475,000 S31,110 $ 345,617 S 0 S 0 25,383 $1,377,110
E:<eclltivc Vice President ,md ChiefFinaneial 2006 $ 432,154 $700,000 $ 8,974 S 345,617 S 0 $ 0 5,500 $ I,492,245

Officer

Wnde W. Hundley 2007 $ 550,000 $500,000 $ 62,220 S 279,572 S 0 $ 0 S 22,693 S 1,414,485
President 2006 $ 477,308 $580,000 S 17,948 S 343,742 S 0 $ 0 S 5,500 S 1,424,498

John A. Godfrcy 2007 $ 425,000 5350,000 S31,110 S 279,027 S 0 5,701 S 24,524 $1,115,362
E:<eeutivc Vice President, Secretary nud General 2006 $ 393,500 S425,000 S 8,974 $ 345,000 S 0 1,614 S 5,500 $ 1,179,588

Counsel

Alain Uboldi 2007 S 425,000 S365,000 $ 31 ,110 $ 201,179 $ 0 S 43,386 S 10,773 S I,076,448
Chief Operating Office:r 2006 S 388,654 5340,000 $ 8,974 S 21G,5S0 S 0 $ 23,569 S 4,433 $ 982,210

(,)

(b)

(01

(d)

Reflccts amounts ae:wa!!y earned in 2007 and 2006. Mr. Lee's annual base salary was raised from 5875,000 to $1 million, effective Janual)' 1,2007. Effective Junc 13,2006, the
annual base salaries of our other namcd exccutive officers wcre raised as follows: Mr. Cappo-from $360,000 to S500,000; Me Hundley-from 5400,000 to 5550,000;
Mr. Godfrey-ofrom $360,000 to $425,000; and Mr. Uboldi---from 5350,000 to $425,000.

includes speeinl bonuses paid in 2006 in connection with our re:ecipt of merger termination fees from Aztar Corporalion. The amounts in this column for Me Lec do not include the
bonus that he earned based on prc"'establishcd performance largets. Those amounts firc included in the "Non-Equity Incentive Plan Compcnsation" column of this table. A portion of
the annual bonuscs reflected in this column are deferred as discussed in the "--,--Colllpe:nsillioll Discussion and Analysis-····Elements of COlllpC;llsation---Bonuses" section above.

Wc granted restricted stock to our named executive officers in 2006 and did not grant any rcstricted stock to Ollr namcd executive officers in 2007. The dollar values in this column
arc the dollar amounts recognized for financial state:mcnt reporting purposes with respcet to lhc 2007 and 2006 fiscal years in llcwrdancc with Statement of Financial Accounting
Standard No. 123(R) ("FAS 123R") (cxeluding estimatcs of forfeiturcs rclatcd to scrvicc~bilsed vcsting conditions), For n discussion of valuation assumptions used in calculation of
thesc amounts, scc Note 8to our audited financial statcmcnts, included within Pinnacle's Annual Reports on Form IO~K for the fise!!l ycars cndcd Dcecmber 31, 2007 and
Dcccmber 31, 2006.

Wc did not grant any options ofl'innaelc Common Stock to our named executive officers in 2007 and 2006. The doll!!r valucs in this column arc the dollar amounts re:cognizcd for
financial statellle:nt reporting PU1110Se:S with respect to thc 2007 ~llld 2006
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(0)

(g)

fiscul yCMS in accordance with r AS 123R (excluding estimates of forfeitures related to scrvicc·-bascd vesting conditions). For a discussion of vahmtion assumptions used in
calculation of these amounts, sec Note 8 to our audited filHlllcial statements, included within Pinnacle's Annual Reports on Fonn 10--K for the fiscal years ended December 31, 2007
and December 3],2006. Pursuant to Item 402 of Regulation ors·ox, we arc required 10 disclose the compensation expense calculated in accordance with FAS 123R, which is a
non-cash share-based compensation charge for stock options gramed in prior years that vested in 2006 and 2007. Such SFAS 123R expense is calculated as of the grant dalc of the
option based upon a grant date fair value. Such grnnt dllte fair valuc is calculated using the share price as of the grant date, as well as v~lrious assumptions that will change over time,
including the expected volatility of our stock and II risk-frcc ratc of retum. Such expense is not re~'ea1c\llllted at any time sllbsequentto the grant datc, rcgardlcss of changes to the
assumptions used in the ealeuliltion, and is expensed over the vesting period of the associated stock option, regardless of when, if al all, a stock option is exercised. Therefore, a
company may incur an c;>;pense for a vested option that is never exercised due to either an individual departing whcnthe stock option is out'-of--the-money, or the stock optiOll
simply expires unexercised,

At this timc, no named executive officcr has cxcrcised any of his options over the past five years, even though each of them is substantially vested in his options. In addition, based on
our closing priec on March 27, 2008, approxllnatcly 40% of the stock options included in the calculation of compensation expensc for this table arc out--of-the--money. Such
ollt-'of---the---money options reflect approximately 82% and 69% of thc stoek-oplion compensation cost included in this table for the years ended December 31, 2007 and 2006,
respectively. Specifically, for thc 2007 and 2006 cxpcnses, the out--of-thc-mOllCy options reneet the following portions of the nOll'''cash option award compensation charge,
rcspcetively: Mr. Lce--100% and 78%; Mr, Capp·....·50% for each period; Mr. HUlldley..-..80% and 65%; Mr. Godfrey---62% and 50%; and Mr. Uboldi",,·90% and 84%.

The amounl in this column for Mr. Lee includes the bonus that he earned based on ~lehievcment of prc--established performance targets, a p0l1ion of which was deferred to be paid in
future years. For a mol'c detailed discussion of this bonus, sce the "-Compensation Discussioll and Analysis·-..·Elcmenls of Compensation--Bonllses" scction above.

Amounts renecl the 2007 and 2006 theoretical incremental eamings for conlriblltions into the Executive Deferred Compensation Plan, or E"ceutive Plan, lhat arc subjcetto the
potential 10% annual rate of rcturn (sec "Executive Deferred Compensation Plan" below) compared to an annual rate of relurn of 5.56%, which rate is 120% of the monthly
long-tcml Applicable Federal Rate of 4.64% for JanualY 2007 and January 2006. As more fully discussed bclow, named exceutive officers may contribute to the Executive Plan and
receive a potential ilJmual nne of return of 10% for their dcferrals since January 1,2005. As such rate exceeds 120% of the Applicable Federal Rate of 5.56%, thc Summary
Compensation Table includes the theoretical incremental retulll a named executive officer could earn at the 10% annual retulll rate versus the 5.56% rate. Mr. Capp docs not
participate in the Executive Plan. Mr. Hundley has not contributed into the Exccutive Plan since 2004; eamings on his deferrals, thcrefore, arc based on hypothetical investmelll fund
alternatives, which we do nol consider to be prefcrential.

For Mr. Lee, All Other Compcnsation in 2007 includes S21, 146 for a ta" gross up related to usc of the corporate aircraft, matching contribution to the 40 I(k) plan of S4,714 and
includes exeeutivc medical benefils. For Mr. Capp, All Othcr Compensation in 2007 includcs S2,898 for a tax gross up related to use of the corporate aircraft, matching contribution
to the 401 (k) plan of S5,625 and includcs executive llledieal benefits and tax services. For Mr. Hundley, All Other Compensation in 2007 includes a matching contribution to thc
40 I(k) plan of 55,625 and exccutive medical benefits. For MI'. Godfrey, All Other Compensation in 2007 includcs a mmehing contribution to thc 40 I(k) plan of 53,834 and executive
mcdical benefits and tax serviccs. For Mr. Uboldi, All Other compensation includes a matching contribution to the 40 I(k) plan of 55,625.

Employment Agreements and Other Change in COntrol Provisions

Daniel R. Lee's Employmenl Agreement

On December 21, 2006, we entered into a Second Amended and Restated Employment Agreement effective as of October 31,2006, with Daniel R.
Lee, our Chief Executive Officer and Chain11an 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 Ml'. Lee for [he primary purpose of amending the termination provisions, including
the vesting of options and the availability of other benefits upon termination, to conform those provisions morc closely 10 similar provisions in the
employment agreements of the other named executive officers.

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

Mr. Lee's annual base salmy under the Lee Employment Agreement remained at the rate of not less than $875,000, which was the rate under his
prior employment agreement, subject to increases from time to time in the sale discretion of our Compensation Committee. Mr. Lee's salary was
increased to $1 million effective as of'January 1,2007.

Mr. Lee is also entitled to earn bonuses with respect to each year of the tenn 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 eamings before interest, taxes, depreciation and amortization that shall be established by the Compensation Committee in
consultation with Mr. Lee. Mr. Lee may also receive special bonuses in addition to his annual bonus eligibility at the discrction of the Board or
the Compensation Committee. For example, on May 26, 2006, the Compensation Committee approved a special bonus of $500,000 payable to
Ml'. Lee in conllection with the termination of Pinnacle merger agreement with Aztar Corporation, in which Pinnacle was paid a $78 million
break-up fcc, before fees and expenses.

The provisions of the Lee Employment Agreement relating to the May 2005 grant to Mr. Lee of an option to purchase 600,000 shares of Pinnacle
Common Stock remain unchanged, except for the provisions relating to acce!cralion of vesting. Such stock option, which consists in part 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 vesting in
certain circumstances.

In addition, before the May 1,2008 renewal date and at appropriate times thereaftcr, but no less frequently than within 40 months of the prior review,
the Compensation Committee will review Ml'. Lee's long-term compensation and, in consultation with Mr. Lee, shall consider granting additional stock
options and/or other long term incentive compensation to Mr. Lee.

The Lee Employment Agrecment providcs for an initial term ending on April 30, 2008 and will automatically renew for successive one--year periods
thereafter unless notice of non-renewal is provided in writing by either party at least 90 days before the end of the then-current term.

The Lee Employment Agreement provides for severance payments with and without a change in control event. Specifically, if Mr. Lee's employment
is tenninated by us without "cause" or he terminates 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 defined in the Lee Employment Agreement, this is considered a "Change-of-Control Termination," the terms of
which arc described below. rfMr. Lee's employment is terminated by us without cause or by Mr. Lee for "good reason" more than 6 months prior to a
"change of control" or after 24 months following a "change of control," or if Mr. Lee is terminated due to death or disability, this is considered a
"Non-Change of Control Termination."

For a Non"'Change of Control Temlinatioll, Mr. Lee is entitled to certain payments including:

the 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
bonus amount is equal to the greater of: (i) Mr. Lee's bonus in the year prior to termination or (ii) the average ofthc annual bonuses paid to
Mr. Lee for the past three consccutive years, including all deferred amounts;

a pro rata share of the annual bonus for the year of tenllination;

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 specified periods
following termination, which is generally five years in the case of death or disability and the balance of tile term but in no event less than
1-1/2 years following tennination in other cases.

In the case of death or disability, Stich payments are made in a lump sum.

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

if the termination occurs on or before the first anniversary of tile option grant date, 1/3 of the options will be vested and exercisable as of the date
of telmination;
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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 exercisable as of the datc of termination; and

if the tennination occurs after the second anniversary of the option grant date, all of the options will be vested and exercisable as of the date of
termination.

For a Change'''oF-Control Temlination, Mr. Lee is entitled to:

receive an amount equal to 2 1/2 times his base salary plus 2 1/2 times the largest annual bonus, including all deferred amounts, paid to him during
the three years preceding the "changc of control";

a pro rated bonus for the year of termination based 011 the targeted bonus for such year;

accelerated vesting of all outstanding stock options; and

continuation of health benefits covcrage for Mr. Lee and his dependents and disability insurance coverage for Mr. Lee for specified periods
following termination, which 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 will receive his
change of control benefits if he voluntarily temlinates 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 severance benefit shall be paid in a lump sum within 30 days oftcrmination. However, no payments under thc Lee
Employment Agreement shall be made to Mr. Lee at a time (i.e., within six months following termination) or in a fonn that would subject him to a penalty
tax of Section 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 paymcnt
shall instead be paid at the earliest time that it could bc paid without subjecting him to the 409A Tax, and shall be paid in a forl11 that would not subject
Mr. Lee to the 409A Tax. This amount is referred to as the Deferred Amount. Wc will place an amount in a "rabbi trust" with an independcnt trustee
reasonably acceptable to Mr. Lee equal to the Deferred Amount plus the simple interest at the prime rate that will accrue thereon.

If any such payment would subjcct Mr. Lee to an excisc tax under Section 4999 of the Code, he will gcnerally be entitled to reccive all additional tax
gross-up payment from Pinnacle.

Ccrtain non-competition, no-hire-away, and non-solicitation eovcnants apply to Mr. Lee for specified periods following thc termination of his
employment under certain circumstances. In the evcnt of a Non-Change of Control Termination or a Change-of-Control Tenninatioll, thc covenant not to
compete shall not apply and the tCl1n of the no-hire-away policy shall be limited to 6 months from the date of tcrmination.

The Lee Employment Agreement amends certain provisions relating to the vesting and exercisability of existing stock options. Thc principal change
that the Lee Employment Agreement makcs to cxisting stock options is that, in the evcnt of a Change of Control Termination, the vcsting of all stock
options--- -rather than of options undcr 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 agreements effective as of June 13, 2006, with each of': Wade W. Hundley, our Presidcnt;
Stephen H. Capp, our Executive Vice Prcsidcnt and ChierFinancial Officer; John A. Godfrey, our Executive Vice Presidcnt, General Counsel and
Secretary; and Alain Uboldi, our Chief Operating Officcr. We refer to these agreements collectively as the "Employment Agreements" and to Messrs.
Hundley, Capp, Godfrey and Uboldi, collectively as the "Executives."
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The Employment Agreements supersede prior agreements between LIS and the Executives. Mr. Hundley's prior employment agreement was scheduled
to expire on March 3J, 2007, Mr. Capp's on January II, 2007, Mr. Godfi'ey's on September 1,2007 and Mr. Uboldi's on December 22, 2006.

Our Execlltives' annual base salaries under their respective Employmcnt Agreements, which are subject to increases fl'om time to time in the sole
discretion of our Compensation Committee, are:

$550,000 for Mr. Hundley;

$500,000 for Mr. Capp;

$425,000 for Mr. Godfrey; and

$425,000 for Mr. Uboldi.

The Executives will be entitled to eam bonuses with respect to each year of the tenn, the amount of which will be determined in the sale discretion of
the Compensation Committee, 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 sllccessive one-year
periods thereafter unless notice of non-renewal is provided in writing by either party at least 90 days before the end of the then-current tem1.

The Employment Agreements provide for severance payments with and without a change in control event. Specifically, if any Executive's
employment is terminated by us without "cause" or he tell11inaLes for "good reason," as defined in the Employment Agreements, on or within 6 mOllths
before or 24 months following a "change of control," as defined in the Employment Agreements, this is considered a "Change-of-'Control Termination,"
the tenns of which arc described below. If any Executive's employment is tenninated 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 control," or if the Executive is tenninated due to death or disability, this is
considered a "Non-Change of Control TeI111ination."

For a Non-'Change of Control Tcrmination, the Executive is entitled to certain payments including:

150% times the sum of the Executivc's salary then in effect and a targeted bonlls amount, which is equal to the greater of i) the Executive's
bonus in the year prior to ten11ination or ii) the average of the annual bonuses paid to the Executive for the past three consecutive years, with
certain dcfcrred bonus amounts incltlded in certain circumstances;

a pro rata share of the annual bonus for the year oftemlination;

accelerated vesting of certain of the Executive's outstanding stock options, as explained below; and

continuation of health benefits coverage for the Executive and their dependents and disability insurance coverage for 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 Tell11ination, the acceleration of the vesLing of the Executive's outstanding stock options will be based on the following
schedule:

if the termination occurs on or before the first anniversary of the option grant date, 1/3 of the options will be vested and exercisable as of the date
of telmination;

if the termination occurs after the first anniversary and on or before the second anniversmy of the option grant daLe, 2/3 of the options will be
vested and exercisable as of the date of tennination; and
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if the ten11ination occurs aner the second anniversary of the option grant date, all of the options will be vested and exercisable as of the date of
termination.

For a Change-of-Control Ten11ination, the Executive is entitled to:

receive an amount equal to two times his base salmy plus two times the largest annual bonus paid to him during the three years preceding the
"change of control";

a pro rata allnual bonus for the year oftel111inatlon based on the targeted bonus for such year;

accelerated vesting of all outstanding stock options; and

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

All amounts payable under this severance benefit shall be paid in a lump sum within 30 days of termination. However, IlO payments under the
Employment Agreements shall be made to any Executive at a time (i.e., within six months following termination) or in a form that would subject such
Executive to a 409A Tax. If any payment would, because of its timing or fonn, subject any Executive to the 409A Tax, such payment shall instead be paid
at the earliest time that it could be paid without subjecting the Executive to the 409A Tax, and shall be paid in a f0l111 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 to the Executive equal to the Deferred Amount
plus the simple intcrest at the prime rate that will accrue thereon.

If any such paymcnt would subject the Executive to all excise tax under Section 4999 of the Code, he will generally be entitled to rcceive an
additional tax gross-up payment from Pinnacle.

Certain non-competition, no-hire-away, and non-solicitation covenants apply to each Executive for specified periods following the termination of
his employment under ccrtain circumstances. In the event of a Non-Change ofContro] Tenninatioll, the covenant not to compete sl1<l11 not apply. In the
event of a Change-of-Control Tenninatioll, the covenant not to compete shall not apply and the tcnn of the l1o-hire-away policy shall be limited to
6 months fi·om the date oftennination.

The Employment Agreements amend certain provisions relating to the vesting and exercisability of cxisting stock options. The principal change that
the Employment Agreements make to existing stock options is that, in the event of a Change of Control Termination, the vesting of all stock options..·--ralher
than of options under a schedule similar to that set forth above in connection with Non-Change of Control Termil1atiolls~·~-will be accelerated.

Other Change in Control Provisions

In addition to the Employment Agreements, our Execlltive Deferred Compensation Plan, or the Executive Plan, provides certain benefits upon a
change in control. Effective January I, 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 10 use deferrals of salary and bonuses to fund an annuity benefit under the Executive Plan. The amended provisions
of the Executive Plan limit the cumulative payments that we would be obligated to make to the participants as a whole following a change in control under
the Plan, as described more flllly below under "Executive Deferred Compensation Plan". Pursuant to the restricted stock agreements governing the grants of
restricted stock to cach of our llamed executive officers in October 2006, in the event of a termination of such named executive officer's employment for
any reason, with or without causc, including as a result of death or disability, the shares of restricted stock shall vest or be tem1inated and cancelcd 011 the
same basis as provided for unvested stock options in such named executive officer's applicable employment agreement. If employment is tenninated 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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(a)

(b)

Table Showing Benefits qf(j Termination due /0 Death or Disability

The following table sets forth the amounts payable under the employment agreements of each of the executive officers named in the Summary
Compensation Table in the event of a termination due to death or disability. The amounts in the table assume that the tennination took place on
Decembcr 31,2007. The closing price of Pinnacle Common Stock on such date was $23.56.

Vllluc of Options llnd
Cash Restricted Stoel( that flave Value of Medical Gross-Up

Severance Accelcmtcd Vesting Continuation Amount Total
Nllme (S) (II) (S) (S) (b) (S) (S)

Daniel R. Lee $5,525,646 $ 3,378,080 $ 107,660 $9,011,386
Stephen H. Capp $2,135,000 $ 1,316,883 $ 107,660 $3,559,543
Wade W. Hundley $2,280,000 $ 583,373 $ 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 $2,125,799

These amounts include cash severance payments mandated by each executive officcr's cmploymcnt agreemcnt, as well as bonus amounts earned in
2006,2005 and 2004, payment of which was deferrcd by the Compensation Committee.

These amounts are estimates 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 Health Insurance Portability and Accountability Act
of J996 ("HIPAA") privacy rcgulations and are cxpected to be close to the true rate for the individual.

Table Showing Benr:;fits ola Termination Wi/hollt Calise or by Good Reason other (han in Connection with a Change in CO/1(rol

The following table sets fOlih the amounts payable under the employmellt agrcements of each of the executive officers named in the SummalY
Compensation Table in the event of a termination withont cause or by the employee for good reason other than ill conncction with a change in control. The
amounts in the table assume that the termination took place on Deccmbcr 31, 2007. The closing pricc of Pinnacle Common Stock on such date was $23.56.

Vlllile of Options lind
Cllsh Restricted Stock thllt Have Value of Medical Gross-Up

Severance Accclerllted Vesting Continuation Amount Totnl
Name ($) (ll) ($) ($) (h) (S) ($)

Daniel R. Lee $5,525,646 $ 3,378,080 $ 32,298 $8,936,024
Stephen 1-1. Capp $1,838,125 $ 1,316,883 $ 32,298 $3,187,306
Wade W. Hundlcy $1,967,500 $ 583,373 $ 32,298 $2,583,171
John A. Godfrey $1,444,999 $ 312,720 $ 32,298 $1,790,017
Alain Uboldi $1,476,874 $ 313,140 $ 32,298 $1,822,312

(a)

(b)

These amounts include cash severance payments mandated by each executive officer's employmcnt agrccment, as well as bonus amounts earned in
2006,2005 and 2004, payment of' which was defened by the Compensation C0I11111iUee.

These amounts are estimates based on a blended rate for the executive of!1cers, which includes a base COBRA cost and incremental costs for the
portion of the premiums that Pinnacle pays. The estimated amounts arc given because of certain HIPAA privacy regulations and are expected (0 bc
close to the truc rate for the individual.
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(a)

(b)

Table Showing Benefi/s (?f(/ Change ill Con/rol

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

VlIluc of Options and
Cash H.cstricted Stock thllt Have VlIlue ofMcdiclll Gross-UJl

Severance Accelerated Vesting Continuation Amount Totlll
NIIIllC ($)(,) ($) ($) (b) ($) ($)

Daniel R. Lee $8,320,833 $ 3,472,320 $ 107,660 $2,668,129 $14,568,942
Stephen I-1. Capp $2,622,500 $ 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 $ 492,640 $ 107,660 $ 629,294 $ 3,280,843
Alain Uboldi $2,099,999 $ 476,460 $ 107,660 $ 663,916 $ 3,348,035

These amounts include cash severance payments mandated by each executive officer's employment agrecmcnt, as well as anmJaI bonus amounts
eamed in 2006, 2005 and 2004, payment of which was deferred by the Compensation Committee.

These amounts arc estimales based on a blendcd rate for the executive officers, which includes a base COBRA cost and incremental costs for the
pOliion of the premiums that Pinnacle pays. The estimated amounts are given because of certain HIPAA privacy regulations and arc expected to be
close to the true rate for the individual.

Executive Deferred Compensation Plan
In 2000, we adopted the Executive Deferrcd Compensation Plan, or the Executive Plan, which allows certain of our highly compcnsated employees to

defer, on a pre-tax basis, a portion of their base annual salaries and bonuses. The Executive Plan is administercd by a committee appointed by the Board of
Direclors, refclTcd to as the Executive Plan's commiltee, which at present is the Compensation Committee of the Board of Directors, and participation in the
Executive Plan is limited to employees who arc 0) determined by us to be includable within a select group of employees, (ii) subsequently chosen from the
select group, and (iii) approved by thc Compensation Committee.

We may tcrminate, amend or modify the Executive Plan with respect to its participating employees at any time, subjcct \0 certain limitations set forth
in the Executive Plan. Effective December 27,2004, we amended and restated the Executive Plan to comply with the provisions of the American Jobs
Creation Act of 2004, or the AJCA, and to make certain other changes in the Executive Plan. Effcctive January I, 2008, we again amended and restated the
Executive Plan to change the intcrest rates credited on deferrals of salaries and bonuses, to add an optional annuity fOl111 of benelit for selected senior
executivcs, and to comply with the final regulalions under the AJCA.

Under the Executive Plan, a participating employee may elect 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 year. Any such deferred eompcnsation is credited to a deferral contribution account. A participating employee is
at all times fully vested in his or her deterred conlributions, as well as any appreciation or depreciation attributable thereto.

We do not make contributions to the Executive Plan for the benefit of employees. Amounts that a pUliicipating employee elected to defcr under the
Executive Plan for 2005, 2006, and 2007 wcre credited with interest at 3% per annum. However, if a participating employee died, became disabled, or
retircd, such participant's benefits would be recalculated with an interest rate of 10% pCI' annum. If employment temlinated

53



for any other reason, the Compensation Committee, in its sole discretion, could decide to lise the 10% rate to determine the amount that should be credited
to such participating employee's account. The intent of such discretion by the Compensation Committee was to allow the Compensation Committee to
distinguish between employees who may \cave to pursue interests unrelated to the Company's activities and employees who may lcave to pursue activities
that might be at odds with the Company's interests, such as working for a competitor.

1n 2007, however, the Compensation Committee determined, with the advice of independent compensation consultants, that the 3% or 10% interest
rate structure had not helped IlS achieve our objectives of providing an attractive tax'-deferred savings beneHt to our executives and enhancing executive
rctention, but had merely discouraged participation in the Executive Plan. Accordingly, for 2008 and later periods, we amended the Executive Plan so that
amounts deferrcd into the Executive Plan will be credited with a floating rate of intcrest of the average of the yields on 30'-year U.S. treasury bonds,
measured over the business days of the last month of the preceding quarter orthe Executive Plan year, plus Hve percentage points, compounded quarterly.
We believe that this rate will approximnte our velY long tenl1 borrowing costs for unsecured, subOl'dinated and covenant~light obligations. The
Compensation Committee has the discretion to change the crediting rate for defemlls under the Executive Plan on a prospective basis as of the beginning of
any quarter, except for deferrals associated with the annuity payout option, for which the interest rates, including any floating rate formula, must be
determined before 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 because the prior 3% or 10% interest rate rule was considered punitive for a
long-term creditor to the Company, we vested each pmticipant in the Executive Plan in the 10% interest factor on his or her account balance under the
Executive Plan as of December 31, 2007 and eliminated the possibility that participants would only receive 3% on their prior savings.

Distributions under the Executive Plan (other than the annuity beneHt described below) are payable upon death, disability and upon the occurrence of
a financial emergency, as defined in the AJCA. A participating employee will also receive distributions upon a change in control of the Company, to the
extent pemlitted in lntemal Revenue Service guidance under the AJCA. When making an election to defer salary and bonus, a participating employee can
specify that the amounts deferred will be paid on certain dates at least two years after the amounts arc deferred. Also, a participant will receive an immediate
payment of his or her defen'ed amounts (other than deferred amounts used to fund the annuity benefit) with interest on a change in control of the Company.

We amended the Executive Plan, effective January J, 2008, so that selected senior executives (not limited to named executive officers) could elect to
usc their deferred salary and bonuses to fund their own retirement annuity benefit. A designated senior executive may elect to have his or her deferral
contributions to the Executive Plan contributed to an "Annuity Account" in the Executive Plan as "Annuity Deferral Contributions." A designated senior
executive will also be permitted 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 aCCl1le interest at a floating rate equivalent to five percentage points over yield of 30-year U.S. treasury bonds,
compounded and calculated quarterly. The Compensation Committee believes that this rate will approximate Pinnacle's very long teml bOl'l'Owing costs for
unsecured, subordinated and covenanHight obligations. The Compensation Committee may change the method for determining the noating interest rate,
but any change in method will apply only to Annuity Deferral Contributions made in years ailer the change. At the designated executive's 65th birthday, the
executive's Annuity Account balance will be used to pay an annuity, providing Hxed monthly payments until the executive's death, or, if a joint and
survivorship feature applies, the later of the executive's death or the death of the executive's designated beneficimy. The amount of the fixed monthly
payments is calculated based Oil the executive's actuarial life expectancy (and, if applicable, the actuarial life expectancy of his designated beneflciary) and
the rate of interest mentioned above. Therefore, if the executive lives beyond his or her actuarial life expectancy, the executive will essentially receive a
higher return on his or her Actuarial Account balance as of his or her 65th birthday, but if the executive dies before reaching his or her actuarial life
expectancy, the executive will receive a lower return and may not even receive his or her full account balance.
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If the designated executive is malTied, the annuity beginning when the executive reaches age 65 will nomlally be paid in the form ofajoint and
survivor annuity with his or her spouse as beneficiary. In other words, the monthly payments would be computed based on the actuarial 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 nOnllally be paid in the lonn ofa life annuity for his 01' her life. Ifa designated executive designates a beneficiary other than his or her spouse, the
designation will require the approval of the Compensation Committee, and, if the executive is man'ied, the approval of his or her spouse.

If ajoint and survivor annuity form applies, and the designated exccutive dies before reaching age 65, the executive's Annuity Account balance will
be used to pay an annuity to his or her designated beneficiary beginning when the executive would otherwise have reached age 65. If the executive dies
before reaching age 65 and the executive has no designated beneficiary, the executive's Annuity Account balance will be payable to his or her cstate in one
lump sum.

On a change in control of the Company, the Company is required to purchase an anlluity contract from a qualified annuity company that will give
each designated executive an annuity providing the same aftel~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 occuned. The interest rate for determining his or her benefits under the annuity contract will be the
average of the floating rates in effect for the eight calendar quarters preceding the change ill control. The purchase of slIch an annuity contract will
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 transaction (even though the company will pay his taxes on the purchase on a "grossed-up"
basis), the executive will have a tax basis in the annuity contract, so that a portion of each monthly annuity payment will be a tax·-free return of basis to him.
Therefore, the pre-tax monthly payments under the annuity contract will be less than the pre-tax monthly payments the executive would have received if no
change in cOlltrol had occurred, although the anel~tax payments will be the same.

There are certain limits on the ability of a designated executive to make Annuity Deferral Contributions to the Annuity Account. The limits for 2008
are the lesser of(1) an amount equal to his 2006 bonus, (2) $500,000, and (3) an amount that would result in an annuity at age 65 greater than 50% of his
"final average compensation" as computed in 2008. Limits (I) and (2) are not applicable to previously-defencd amounts for 2005, 2006 or 2007 that the
designated executive elects to roll over into the Annuity 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 to purchase annuity contracts and to
pay taxes on a "grossed-up" basis for all designated executives would not exceed the aggregate Annuity Account balances of all designated executives by
more than $10,000,000. If the Annuity Deferral Contributions of all designated executives were to exceed this $10,000,000 limit, thell the Annuity Defen'al
Contributions of all designated executives would be reduced ratably. Based on the amounts contributed or rolled over into the Executive Plan as of March
31,2008, the estimated 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 ill future periods as to future
contributions.

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

(a) Fol' purposes of determining the rate of rehlrn credited on any deferrals that were deducted from salaries and bonuses in 2004 or in earlier
years, each participating employee may select from a list of hypothetical investment flll1ds among which defen'ed contributions shall be allocated.
Although a participating employee's deferred compensation will not be invested directly in the selected hypothetical investment funds, his 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 40 I(k) plan, we do not believe
the participants in the Executive Plan are entitled to a preferential return on amounts deferred ill relation to the return available to employees generally
under the 40 I(k) plan. We are not obligated to acquire or hold any investment fund assets; and

(b) a participating employee may receive at any time 90% of his or her account balance attributable to defen'als that were deducted fTom
salaries and bonuses in 2004 or in earlier years, subject to forfeiture of 10% of the account balance.

As with allnon'-qualifled deferred compensation plans, a participating employee's rights against us to receive the deferred amounts are limited to the
rights of an unsecured general creditor. Qur obligation to pay benefits under the Executive Plan, both before and after its amendment, is not backed by any
security interest in our assets to assure payment of the deferred amounts.

Non-Qualffied Deferred Compensation Table

The following table shows the deferred compensation activity for our named executive offlcers for the Executive Plan, except for Stephen H. Capp
who docs not participate in the Exeelltive Plan. All executive nonqualified and Pinnacle contributions to each plan are also included in CUITent year
compensation presented in the Summary Compensation Table.

Executive Registrnnt Aggregate Aggregate Aggregate
Contributions Contributions Earnings in WithdraWlllsf Balance lit

in Last FY in LllstFY Lilst FY Distributions Last FYE
Name (S) (S) (S) (S) (S)

Daniel R. Lee $ 200,000 $ 0 $ 77,754 $ 0 $ 866,185
Wade W. Hundley $ 0 $ 0 $ 43,254 $ 0 $ 390,435
John A. Godfrey $ 48,750 $ 0 $ 29,424 $ 0 $ 393,674
Alain Uboldi $ 417,105 $ 0 $ 138,610 $ 0 $1,699,949

2005 Equity and Performance Incentive Plan
We adoptcd our 2005 Equity and PcrfOlmance Incentive Plan, or the 2005 Plan, in April 2005, and our stockholders approvcd the 2005 Plan at om

annual meeting on May 3, 2005. The 2005 Plan is administered by our Compensation Committee. The Compensatlon Commillee has broad discretion and
power in operating the 2005 Plan, in determining which of om employees, directors, 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
inccntive stock option limit under the 2005 Plan in the event that we consummated our then-proposed acquisition of Aztar Corporation. Since we did not
consummate the acquisition, the provisions of the amendment to the 2005 Plan did not bccome operative.

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

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

The 2005 Plan provides for an aggregate of up (0 3,000,000 shares of Pinnacle Common Stock to be available for awards, which amount will
increase to 4,750,000 if Proposal 2 is approved by the stockholders, plus the number ofshares subject to awards granted under our prior stock
plans and the Individual Arrangements that are forfeited, expire or arc cancelled aller 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 stock options of3,OOO,OOO shares
of Pinnacle COlllmon 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 options or stock appreciation fights (including shares delivered in settlement of dividend rights)
shall be counted against this limit as 1.4 shares for every one share granted.

The aggregate number of shures available under the 2005 Plan and the number of shares subject to outstanding options and stock appreciation
rights will be increased or decreased to reflect any changes in the outstanding Pinnacle Common Stock by reason of any recapitalization,
spin-off, reorganization, reclassification, stock dividend, stock split, reverse stock split, or similar transaction.

If any shares subject to an award under the 2005 Plan are forfeited, expire, or are terminated without the issuance of shares, tile 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 Individual Arrangements).

Under the 2005 Plan, no participant may be granted in any 12-month period:

options or stock appreciation rights with respect to more than 1,500,000 shares;

restricted stock, perfonnancc awards or other stock unit awards that are denominated in shares with respect to more than 750,000 shares; or

performance awards or stock unit awards that arc valued by reference to cash or property having a maximum dollar value of more than
$2,500,000 (excluding awards denominated by reference to a number of shares).

Under the 2005 Plan, the exercise price for an option or stock appreciation right cannot be less than 100% of the fair market value oflhe underlying
shares on the grant date. The 2005 Plan docs not pCnl1it the repricing of options or stock appreciation rights.

Performance awards under the 2005 Plan arc awards that provide payments detennined by the achievement of performance goals over a perfol1lmnce
period. The Compensation Committee detennines the relevant performance goals and tile performance period. The pcl"f0n11anCe goals will be based on the
attainment of specified levels of, or growth of, one or any combination of (or a formula based on) modified calculations of certain specified factors. Thc
eligible factors include: net sales; pretax income before or after allocation of corporate overhead and bonus; eamings per share; net income; division, group
or corporate financial goals; retum on stockholders' equity; retlllll 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 securities; market share; gross profits; earnings before taxes; earnings before
interest and taxes; EBITDA; an adjusted fommla of EBITDA; economic value-added models; comparisons with various stock market indices; reductions in
costs, and/or return on invested capital of Pinnacle or any affiliate, division or business lInit of Pinnacle for or within which the participant is primarily
employed. Such performance goals also may be based solely by reference to our performance or the perfonnanee of an affiliate, division or business unit of
Pinnacle, or based upon the relative perfonnance ofother companies or upon comparisons of any of the indicators ofperfonnance relative to other
companies.

We intend that Mr. Lee's bonuses under his employmcnt agreement will be perfonnance 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 to our named executive 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 executive ofllcer to receive grants of plan-based awards, which consisted of only non-equity incentive plan awards
under the 2005 Plan.

~;stimllfcd Possiblc !'ayouts Undcr
Non-Equity Inccntivc

PlalJ Awards

Thrcshold Targct Maximum

Nalllc

Daniel R. Lee

($1 ($1 (S)

$ 375,000 $ 750,000 $ 1,500,000

Under the terms of his employment agreement and the 2005 Plan, Mr. Lee can cam annual bonuses of up to 150% of his annual salary, with a targeted
bonus of75% of his annual salary, based on meeting certain performance targets with respect to our EBlTDA. The EBITDA target is typically bascd on our
total EBlTDA with certain adjustments, which we refer to as adjusted EBITDA.

For 2007, the adjusted EBlTDA threshold was $143.9 million, at which Mr. Lee would receive a bonus of37.5% of his base salmy and below which
Mr. Lee would receive no bonus. The adjusted EBITDA target was $173 million, at which Mr. Lee would receive a bonus of 75% of his base salary. The
adjusted EBITDA maximum was $ I83 million, at which Mr. Lee would receive a bonus of 150% of his base salary. The Compensation Committee certifies
in writing that the targets have been mct bclbre the bonus is paid. Pinnacle achieved an adjusted EEITDA of approximately $169 million in 2007, as
reported in our earnings release fi.lrnished in a Current Report on Form 8-K filed on Februmy 26, 2008. In February 2008, the Compensation Committee
awarded Mr. Lee a bonus of $733,275, which is slightly less than 75% of his bilse salmy, and approximately 44% less than his prior-year bonus.

For 2007, adjusted EI3ITDA was defined as eamings before interest income and expense, income taxes, depreciation, 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 certain assets, gain (loss) on sale of marketable securities, minority interest, loss on early extinguishment of debt and
discontinued operations.

The Compensation Committee decided to defcl' 30% of Mr. Lee's bonus for 2007; the deferred portion orthe bonus docs not accrue interest, is an
unsecured obligation of the Company, and will be paid in three equal installments in January of2009, 2010 and 2011. Mr. Lee will receive the de fen-cd
portion of the bonus only if he is employed 011 the scheduled payment date, dies, becomes disabled, lenninates his employment for "good reason," is
terminated by us without "cause" under his employment agrcement, or we have a "change of control" as defined ill his employment agreement.
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Outstanding Equity Awards at FisClll Year~Elld
The following table provides information regarding outstanding equity award grants held at December 31,2007 by each of the executive officers

named in the Summary Compensation Table.

Stock Awards (b)

4,000 $ 94,240

4,000 $ 94,240

4,000 $ 94,240

Market
Value of

Sharcs or
Units of
Stock

Thnt Have
Not Vcstcd

($) (c)

$ 282,720

8,000 $ 188,840

12,000

Numbcr of
Sharcs or
Units of
Stock

That HllVC
Not Vcsted

(#)

Option Awards (a)

Number of Number of
Securities Securitics

Undcrlying Undcrlying Option
Unexerciscd Unexcrciscd Exercisc Option
Options (#) Options(#) Price Expiration

Excrcisable Ullcxcrcisablc (SI Datc

865,801 0 $ 8.45 411 0/20 12
240,000 360,000(d) $ 14,70 5/3/2015

229,391 57,348(e) $ 6,05 1/11/2013
40,000 60,000(0 $ 16,92 5/16/2015

100,000 0 $ 8,08 9/1/20 II
50,000 0 $ 9.70 9/1/2011
50,000 0 $ lUI 911/201 I
75,000 0 $ 5,95 1/2912012

125,000 0 $ 9,62 6118/2012
14,556 21,834(g) $ 15,18 5/2/2015
35,444 53, I66(d) $ 14,70 5/3/2015

8,000 12,000(0 $ 16,92 5/16/2015

250,000 0 $ 7,02 8113/2012
40,000 60,000(0 $ 16,92 5116/2015

15,000 0 $ 6,70 11/51201 I
5,000 0 $ 5,95 1/29/212

30,000 0 $ 9,62 6/18/2012
8,000 2,000(h) $ 6,75 8114/2013

40,000 60,0000) $ 17,75 2/812015

Alain Uboldi

Daniel R. Lee

John A. Godfrey

Name

Wade W. Hundley

Stephen I-I. Capp

(a)

(b)

(e)

The option awards were granted pursuant to the Company's 2005 Plan and the Company's 1993, 1996,200 I and 2002 stock option plans, as well as
certain options granted outside of the stockholder approved plans (sec the Equity Compensation Plan lnfonnation at Fiscal YeaJ~End table below).
For option awards issued since June 2002, such awards, including those reflected in the table, vest at a rale of 1/5th per anIlU!l1.

The stock awards consist of restricted stock granted on October 6, 2006 to each of the named executive officers in accordance with the our 2005 Plan.
The restricted stock granted in October 2006 vest in five equal allnual installments on January 31 of 2007,2008, 2009, 201 0 and 20 II. As of
December 3 J, 2007, there were four remaining allnual installments. Upon tennination of the executive's employment for any reason, with or without
cause, the restricted stock will vest or be terminated and cancclled on the same basis as provided for ul1vested stock options in the named executive
officer's then applicable employment agreement. In no event may the named executive officer transfer any shares that are not vested (or any right or
interest therein) to any person in any manner whatsoever, whether voluntarily or by operation of law or otherwise.

The market value of stock awards reported in this column was computed by multiplying $23.56, the closing market price of Pinnacle's stock at
December 31, 2007, by the number of shares of stock awarded.
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(d)

(e)

(f)

(g)

(h)

(i)

Vesting dates arc May 3, 2008, 2009 and 2010.

Vesting date is January 11,2008.

Vesting dates arc May 16,2008,2009 and 2010.

Vesting dates arc May 2, 2008, 2009 and 20 IO.

Vcsting date is August 14,2008.

Vesting dates arc Febru<Uy 8, 2008, 2009 and 2010.

O»tioll Exercises and Stock Vestcd

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.

Stock Awards

Name

Number of Shares
Acquired on

Vesting(#)

Value Relllized
on Vesting

(SHa)

Daniel R. Lee
Stephen C. Capp
Wade H. Hundley
John A. Godfrey
Alain Uboldi

3,000
1,000
2,000
1,000
1,000

$
$
$
$
$

103,590
34,530
69,060
34,530
34,530

(a) The value realized was detem1ined by multiplying the number of shares of stock by the closing pricc of Pinnacle Common Stock on the vesting date,
January 31, 2007, which was $34.53.

E<fuit)' Compensation Plan Information at Fiscal Year-End

Plan category

Number of securities to be
issued upon vesting of

restricted stock llwards
and exercise of

outstllndil1g options,

Wllrnlllts llnd rights

Wcighted-llVerage
exercise price of

outstanding options,

warrants lind rights

Number ofsccurities
rcmaining llVllllable for
future issullnce under

equity compensation plans
(excluding securities
reflected in the first

eotumn)

Equity compensation plans approved by
security holders

Restricted stock awards and stock
options (a)

Directors Plan

Total
Equity compensation plans not approved

by security holders (e)

Total

5,436,325(b) $ 15.55(b) 473,815
56,628(c) $ 15.62(d) 43,591

5,492,953 $ 15.55 517,406

337,540 $ 7.83 0

5,830,493 $ 15.11 517,406

(a) Consists of'.

shares of Pinnacle Common Stock to be isslled upon the exercise of options granted pursuant to the Company's 2005 Plan and the Company's
1993,1996,200\ and 2002 stock option plans;

shares of Pinnacle Common Stock to be issued upon the exercise of options grantcd outside of our stock option plans to members of the
Company's management tcam and approved by our stockholders; and
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(d)

(e)

(b)

(c)

shares of Pinnacle Common Stock to be isslled 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 of December 3 1,2007.

Includes 36,000 shares ofreslricted sloek granted in October 2006.

Consists ofshares of Pinnacle Common Stock credited to directors' dcferred compensation accounts to be issued pursuant to the Directors Plan,
described under "Director Compensation-Amended and Restaled Directors DefelTed 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 the Directors Plan.

Consists of250,801 shares of Pinnacle Common Stock issuable upon the exercise of options granted 10 Daniel R. Lee in 2002 and 86,739 shares of
Pinnacle Common Stock issuable upon the exercise of options grantcd to Stephcn 1-1. Capp in 2003. The options granted to Messrs. Lee and Capp in
2002 and 2003, rcspectively, wcre granted to each such executive officer in connection with his original retention by the Company.

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

The exercise 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 11,2013, subject to certain tennination 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, 200 I 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 otherwise terminate without issuance of shares, or are settled for cash or otherwise do not result in the issuance of shares, are authorized for
issuance under tbe 2005 Plan. In addition, grants and awards made under the Prior Plans before their cancellation will continue in ef1'ecL The stock option
grants to Messrs. Lee and Capp, described in footnote (e) above, also continue in effect, and such shares will be authorized for issuance under the 2005 Plan
in the event of forfeiture, expiration or tem1ination without issuance of shares.

Compensation Committee Report
The Compensation Committee of the Board of Directors has reviewed and discussed the Compensation Discussion and Analysis with the Company's

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

Compensation Committee

Lynn P. Reitnoller (Chairman)
Richard J. Goeglein
James L. Martineau
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STOCKHOLDER PROPOSALS FOR TilE NEXT ANNUAL MEETING

Under the Company's Restated Bylaws, stockholders who wish to present proposals for aclion, or to nominate directors, at the next allilual meeting of
stockholders of the Company (thai is, the next annual meeting following the Annual Meeting 10 which this Proxy Statement relates) must give written notice
thereof to the Sccretmy of the Company at the address sct forth on the cover page of this Proxy Statement in accordance with the then CUlTcnt provisions of
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 Meeting (i.e., no carlier than January 20, 2009 and no latcr than February 19,2009). If, however, the Company advances
the date of the next annual mceting by 1110re than 30 days or dclays such date by more than 60 days, notice by the stockholder must be given not carlicr than
120 days in advance of SllCh meeting and not ancr 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 Al1icle I of the
Company's Restated Bylaws. If the Company docs not have notice ofa matter to come before the next annual meeting by February 19,2009 (or, in the
event the next annual mecting is held more than 30 days before or 60 days after the anniversary of this Annual Meeting, then by the date described above
relating to such delay or advance in the meeting date), the Company's proxy for such meeting will confer discretionary authority to vote for such mattcr.

In ordcr 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 anllual
meeting were held on or ncar 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 statemcnt.

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

The Company's Annual Report to Stockholders, which was mailed to stockholders with or preceding this Proxy Statement, contains financial and
other information about the Company, but is not incorporated into this Proxy Statement and is not to be considercd a part of these proxy soliciting materials
or subject to Regulation 14A or 14C or to the liabilities of Section J8 of the Exchange Act. The infon11ation contained in the "Compensation Committee
Report," and "The Audit Commitlcc Report" and the Company-operated 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 hereof and irrespective of any
general incorporation language in any such filing.

THE COMPANY WILL PROVIDE WITHOUT CHARGE A COPY OF ITS ANNUAL REPORT TO STOCKHOLDERS FOR 2007 AND
ITS ANNUAL REPORT ON FORM 10-K INCLUDING TilE FINANCIAL STATEMENTS AND TilE FINANCIAL STATEMENT
SCHEDULES AND EXHIBITS, FILED WITH THE SEC FOR FISCAL YEAR 2007 TO ANY BENEFICIAL OWNER OF I'INNACLE
COMMON STOCK AS OF THE RECORD DATE UPON WRITTEN REQUEST TO PINNACLE ENTERTAINMENT, INC., 3800 HOWARD
HUGHES PARKWAV, LAS VEGAS, 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 Proxy Statement and the accompanying Annual Report arc available at
www_proxyvote.com.
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Appendix A

Pinnacle Entertainment, Inc.
Categorical Director Independence Standards

The Board of Directors (the "Board") of PinnaeIe Entertainment, Inc. ("Pinnacle") has adopted these Categorical Director Independence Standards to
assist the Board in making determinations of director independence in accordancc with the rules of the New York Stock Exchange (the "NYSE").

The Board will assess the independence of each director on an annual basis prior to approving director nominees lor inclusion in the proxy statement
for Pinnacle's annual meeting of shareholders. lf a director is appointed to the Board between annual mcetings, the Board will assess the director's
independence at the time of such appointment. Directors must notify the Board promptly of any change in circumstances that might be perceived as putting
the director's independence at issue. If so notified, the Board will reevaluate 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 if:

(I)

(2)

(3)

the director does not have any relationship described in NYSE Rule 303A.02(b), as such rule may be amended from time to time;

in the event the director has a relationship that exceeds the limits described below, the Board detenllines in its judgment, after consideration of all
relevant facts and circumstances, that the relationship is not material; and

the Board reviews all commercial, banking, consulting, legal, accounting, charitablc, familial and other relationships the director has with Pinnacle
that arc not of a type described below, and determines in its judgment, after 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 annual proxy statement under the rules of the Securities and
Exchange Commission (the "SEC") will not be dispositive for purposes of detemlining whether the relationship or transaction is material. If the Board
detennines that a relationship described in section (2) or (3) abovc is not material, the basis for tlUlt determination will be explained in Pinnacle's annual
proxy statement, as required by NYSE Rule 303A.02(a), as such nile may be amended from time to time.

A director shall be deemed not to have a material rclationship with Pinnacle if the dircctor satisfies each of the Categorical Standards listed below.

I. No Material Employment with Pinnacle. The dircctor is not, and has not within the past three years been, an employee of Pinnacle, 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 Compensation/rom Pinnacle. Neither the director nor any of his or her immediate family has received more than $100,000 during
any twclve-month period within the past three years in direct compcnsation from Pinnacle. In calculating such compensation, thc following will be
excludcd: (a) director and committee fees and pension 01' other fon1lS of deferred compensation for prior service to Pinnacle (provided that such deferred
compensation is not contingent in any way on continued service for Pinnacle); and (b) compcnsation paid to an immediate family member of the director for
service as an cmployee of Pinnaclc (other than as an executive officer).

3. No Material Affiliation with Pinnacle's Auditor. (A) The director is not a current pUltner, and no immediate family member of the director is a currcnt
partner, of a finn that is Pinnacle's internal or external auditor; (B) the director is not a CUll'ent employee of a firm that is Pinnacle's internal or external
auditor; (C) thc director has no immediate family member who is a cun'ent employee of a tlnn that is Pinnacle's internal or external auditor and who
participates in the finn's audit, assurance or tax compliance (but not tax planning) practice; and (D) neither
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the director nor an immediate family member of the director was, within the last three years (but is no longer), a partner or employee of a finn that is
Pinnacle's internal or external auditor and personally worked on Pinnacle's audit within that time.

4. No Interlocking Directorate!)'. 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 executive officers at the same time serves or served on that company's
compensation committee.

5. No Material Relatio11.\·hip Involving Company in Business Dealings with Pinnacle. The director is not a current executive officer, employec or
significant equityholdcr of, and no immediate family mcmber of the director is a current executive officer of, another company that has made payments to,
or has received payments from, Pinnacle for property or services (other than those arising solely ii'om investments in Pinnacle's securities) in an amount
which in any of the last three fiscal years exceeds the greatcr 01'$1 million or 2% of such other company's consolidated gross rcvenues,

6. No Material Relationship Involving Law Firm or InveMment Banking Firm Providing ..\'ervice.~· to Pinnacle, The director is not a current partner or
associate of, or of counsel, to, or an employee of, and no immediate family member of the director is a cun'ent managing partner or executive off1cer 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 each of such
finn's three preceding fiscal ycars cxceeded the greater 01'$1 million or 2% of such firm's consolidated gross revcnucs.

7. No Material Relationship Involving 1'ax-b'xempt or Other Charitable Organizations to which Pinnacle Contributes. Neithcr the director nor an
immediate family mcmber of the director is currently an exccutive ofl1cer or director of a tax-exempt or other clmritablc entity to which Pinnacle has made
contributions for the most recently completed fiscal year rcprescnting more than the greater 01'$1 million or 2% of such organization's anllllal consolidated
gross revenues.

8. No Material Indebtedness Relationship. Neither the director nor all immediatc family mcmber of the dircctor is currclltly an executive officer of anothcr
company which is indcbted to Pinnaclc or to which Pinnacle is indebtcd, where the total amount of either Pinnacle's or the other company's indebtedness
exceeds 5% of the consolidated assets ofthe indebted company.

9. No Material Relationship with a Comp(lfly ill which Pinnacle lUIs Equity Ownership. Neither the director nor an immediate family mcmber of the
director is currently an executive officcr or director of another company in which Pinnacle owns an cquity interest greater than 10% of the total equity of
such othcr company.

10. No Material Relationship as a Hohler ofDebt Securities ofPinnacle. Neither the director nor an immediate family member of the director holds debt
securities of Pinnacle in an aggregate principal amount exceeding the greater of $1 million or 2% of sllch director's or immediate family member's net
worth.

Direct 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 Committee must also satisfy the indepcndence requirements of Section 1OA(m)(3) or the Securities Act of 1934, as amended.

For purposes of these Categorical Standards: (a) "independent" has the meaning ascribcd to such term in NYSE Rule 303A.02; (b) "Pinnacle"
includes Pinnacle Entertainment, Inc. and its consolidated subsidiaries; (c) an "immediate family member" includes a person's spouse, parents, children,
siblings, mothers and fathers'-in'-law, sons and daughters-'in-law, 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 longcr
immediate family mcmbers as a result of legal
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separation or divorce, or those who have died or have become incapacitated; (d) "executive oflicer" has the same meaning specified for the term "officer" in
Rule 16a-I(1) under the Securities Exchange Act of 1934, as amcnded; I and (c) a "significant equityholder" is the owner of 10% or greater voting or
economic equity interest in the entity.

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

The term "officer" shall mean Pinnacle's president, principal financial officer, principal accounting officcr (or, if there is no such accounting officer,
the cOlltroller), any vice~president of Pinnacle in charge of a principal business unit, division or function (sllch as sales, administration or finance),
any other officer who performs a policy-making function, or any other person who perfonns similar policy--making functions for Pinnacle. Officers
of Pinnaclc's subsidiaries shall be decmed officers of Pinnacle if they perform such policymaking functions for Pinnacle.
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Appendix B

2005 Equity and Pcrformance Incentivc Plan, As Amended
(Amendmcnt To Be Voted On Is Indicated by Underlinc for Additions and Strikethrough Text

for Deletions)

PINNACLE ICNTERTAINMENT, INC.
2005 EQUITY AND PERFORMANCIC INCENTIVE PLAN, AS AMENDICD

P1NNACLE ENTERTAINMENT, INC, a COllJOration existing under the laws of the State of Delaware (the "Company"), hereby establishes and
adopts the following 2005 Equity and Perfonnance Incentive Plan (the "Plan"). Certain capitalized terillS used in the Plan arc dellned in Article 2.

RECITALS

WHEREAS, the Company desires to encourage high levels ofperfonnance by those individuals who arc key to the success of the Company, to altract
new illdividuals who arc highly motivated and who arc expected to contribute to the success of the Company <lnd to encourage such individuals to remain as
directors, employees, consultants an(Vor advisors orthe Company and its Affiliates by increasing their proprietary interest in the Company's growth and
success; and

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

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

ARTICLE I
PURPOSE OF THE PLAN

1.1 PUlpose. The purpose of the Plan is to assist the Company and its Affiliates in attracting and retaining selected individuals to serve as directors,
employees, consultants andlor advisors of the Company who are expected to contribute to the Company's success and to achieve long-term objectives
which will inure to the benefit of all stockholders of the Company through the additional incentives inherent in the Awards hereunder.

ARTICLE II
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 control with, the Company (including any Parent or Subsidiary) or (ii) any entity ill which the Company has a significant equity interest, as
deterlllined by the Committee.

2.2 "Applicable Laws" means the legal requirements relating to the administration of and issuance of securities under stock incentive plans,
including, without limitation, thc requirements of state corporations law, federal and state securities law, lederal 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 to statutes and
regulations shall be deemed to include 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 written agreement, contract or other instnllnent or document evidencing any Award granted by the
Committee hereunder.

2.5 "Board" shall mean the board of directors of the Company.

2.6 "Cause" shall have the meaning set forth in a Participant's employmcnt or consulting agreemcnt with the Company (if any), Or if not defined
thercin, shall mean (i) acts or omissions by the Participant which constitute intentional material misconduct or a knowing violation of a material policy or
the Company or any of its subsidiaries, (ii) the Participant personally receiving a benefit in moncy, property or serviccs from the Company or any of its
subsidiaries or from another person dealing with the Company or any of its subsidiaries, in material violation of applicable law or Company policy, (iii) an
act of I'raud, conversion, misappropriation, or embezzlement by the Pm1icipant or his conviction ot~ or entering a guilty plea or plea ol'no contest with
respect to, a felony, or the equivalent thereof (other than DUI), or (iv) allY deliberate and material misuse or improper disclosure of confidential 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 arc defined below) of more
than 50% of the voting power of the Company's issucd and outstanding voting securities ill a single transaction or a series of related transactions;

(ii) The direct or indirect sale or transfer by the Company of substantially all of its assets to one or more unrclated Persons or Groups in a single
transaction or a series of related transactions;

(iii) 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 issucd and outstanding voting securities immediately before such merger or
consolidation do not own more than 50% of the voting power of the issued and outstanding voting securities of the surviving corporation or other
entity immediately after such merger, consolidation Or reorganization; or

(iv) During any consecutivc two~year period, individuals who at the beginning of such period constituted the Board of the Company (together
with any new Directors whose election to such Board or whose nomination for election 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 Directors at the beginning of such period or whose election or
nomination 1'01" election was previously so approved) cease for any reason to constitute a majority of the Board of the Company then in omce.

None of the foregoing events, however, shall constitute a Change of Control if such event is not a "Change in Control Event" under IRS Notice 2005~ I or
successor IRS guidance. For purposes of' detem1ining whether a Change of Control has occurred, the following 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 outstanding voting power of
the Company's voting securities immediately before the transaction in question, (B) the Company has Bencficial Ownership of more than 50% of the voting
power of the issued and outstanding voting securities 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 arc owned, directly or indirectly, by Beneficial Owners of more than 50% of the issucd and outstanding voting
power of tile Company's voting securities immediately before the transaction in question. The tenns "Person," "Group," "Beneficial Owner," and
"Beneficial OWllership" shall have the meanings used in the Exchange Act.

2.8 "Code" shall mean the [l1te111,11 Revenue Code of 1986, as amended hom time to time, and any successor thcreto.

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, who (i) is a natural person, (ii) provides bona fide services to the Company or a Parent or
SubsidialY, and (iii) provides services that arc not in connection with the offer or sale of securities in a capital-raising transaction, and that do not directly or
indirectly promote or maintain a market lor the securities oCUle Company; provided that the term 'Consultant' docs not include (i) Employees or
(ii) Directors who are paid only a director's fcc by the Company or who arc not compensated by the Company for their services as Directors.

2,12 "Continuous Status as an Employee, Director 01' Consultant" means that the employment, director or consulting relationship is not
intcrrupted or tcrminated by the Company, any Parent or Subsidiary, or by the Employee, Director or Consultant. Continuous Status as an Employee,
Director or Consultant will not be considered interrupted in the case of: (i) any leave of absence approved by the Board, including sick leave, military leave,
or any other personal leave, provided, that for purposes of Incentive Stock Options, any such leave may not exceed 90 days, unless reemployment upon the
expiration ofsuch leave is guaranteed by contract (including certain Company policies) or statute; (ii) transfers between locations of the Company or
between the Company, its Parent, its Subsidiaries or its successor; or (iii) in thc case of an Award other than an Incentive Stock Option, the ceasing of a
person to be an Employee while sllch person remains a Director or Consultant, the ceasing of a person to be a Director while such person remains an
Employee or Consultant or the ceasing of a person to be a Consultant while such person remains an Employee or Director.

2.13 "Coyered Employee" shall mean a "covered employee" within the meaning of Section I62(m)(3) of the Code, or any successor provision
thereto.

2.14 "DireetOI'" shall mean a non-employee member of the Board or a non-employee member of the board of directors of a Parent or Subsidiary.

2.15 "Disability" shall mean tolal and pennanent disability as defined in Section 22(c)(3) of the Code.

2.16 "Diyidend Equiyalents" 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" shall 11lcan, with respcct to any property other than Shares, the market value of slIch property deten11incd by such methods
or procedures as shall be established 11'0111 time to time by the Committee. The Fair Market Value of Shares as of any date shall be determined as follows:

(i) If the Shares arc listed on any established stock exchange or a national market system, including without limitation, the National Market
System of NASDAQ, the Fair Market Value ofa Share will be (i) the closing sales price for such Shares (or the closing bid, ifno sales arc reported)
as quoted on tlmt system or exchange (or the system or exchange with the greatest volume of trading in Shares) on the last market trading day prior to
the day of determination or (ij) any sales price for such Shares (or the closing bid, ifno sales arc reported) as quoted on that system or exchange (or
the system or exchange with the greatest volume of trading in Shares) on the day of determination, as the Committee may select, in each case as
reported in the Wall Street Joumal or any other source the Committee considers reliable.

(ii) If the Shares arc quoted on the NASDAQ System (but not on the NASDAQ National Market System) or are regularly quoted by recognized
securities dealers but selling prices arc not reported, the Fair Market Value of a Share will be the mean between the high bid and low asked prices for
the Shares on (i) thc last market tnlding day prior to the day of determination or (ii) the day of determination, as the Committee may select, in each
case as reported in the Wall Street Joumal or any other souree the Committee considers reliable.
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(iii) !fthe Shares arc not traded as set forth above, the Fair Market Value will be determined in good faith by the Committee with reference to
the earnings histOlY, book valuc and prospects of the Company in light of market conditions generally, and any othcr factors the Committee considers
appropriate, such determination by the Committec to be final, conclusive and binding.

2.20 "Family Member" means any child, stepchild, grandchild, parent, stepparent, grandparent, spouse, former spouse, sibling, niece, nephew,
mother-in-law, father--in-'Iaw, son'''in-'law, daughtel'-'in-Iaw, brother-in-law, or sistel~in-Iaw, including adoptive relationships, any person sharing the
Participant's household (other than a tenant or employee), a trust in which these persons (or the Participant) control the management of assets, and any other
entity in which these persons (or the Participant) own more than 50 percent of the voting interests.

2.21 "Incentive Stocl< Option" means an Option intended to qualify as an incentive stock option within the meaning of Section 422 of the Code and
the regulations promulgated thereunder.

2.22 "Individual Arrangements" means the 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 Committee shall determine.

2.25 "Other Stock Unit Award" shall have the mcaning set forth in Section 8.1.

2.26 "Parent" means a "parent corporation" with respect to the Company, whether now or later existing, as defined in Scction 424(c) 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 mcaning set forth In Section 13.1.

2.29 "Performance Award" shall mean any Award of Performance Sharcs or Pcrformance Units granted pursuant to Article 9.

2.30 "Performance )eriod" shall mean that period established by the Committee at the time any Performance Award is granted or at any time
thereafter during which any perfomlance goals specified by the Committee with respect to such Award arc to be measured.

2.31 "Performance Share" shall mean any gnlnt pursuant to Article 9 of a unit valucd by rcference [0 a designated numbcr of Shares, which value
may be paid to thc Participant by delivery of such property as thc Committee shall dctermine, including cash, Sharcs, other property, or any combination
thereof, upon achievement of such performance goals during the Performance Period as the Committce shall establish at the time of such grant or thereafter.

2.32 "Performance Unit" shall mean ally grant pursuant to Article 9 of a unit valucd by rcferencc to a designated amount of property (including
cash) othcr than Shares, which value may be paid to the Participant by delivery of such property <IS the Committce shall dctcrmine, including cash, Shares,
other property, or any combination thereof, upon achicvement of such performance goals during the Performance Period as the Committec shall establish at
thc time of such grant or therealler.

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 Share issued with the restriction that the holder may not sell, 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 (0 vote such Share and the right to receive
any dividcnds), which restrictions may lapsc separately or in combination at such time or times, in installments or otherwise, as the Committee 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 fOlth in Section 7.1.

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

2.38 "Stock Appreciation Right" shall mean the right granted to a Palticipant pursuant to Article 6.

2.39 "Subsidiary" shall mean any corporation (other than the Company) in an unbroken chain of corporations beginning with the Company if, at the
time orthe granting of tile Award, each of the corporations other than the last corporation in the unbroken chain owns stock possessing 50% or more of the
total combincd voting power of all classcs of stock in one of the other corporations 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 future awards, by a company acquired by the Company or any Subsidiary or with which the Company
or any Subsidiary combines.

2.11 \tAi.titl" shall meaft Ai.tal Cel pel ntien, tI Belli i al e eel pel aRen.

;1. 12 liMel gel Agi eelHent-ll !ihallmetlll that eel taiR figl eement aftH PIall of ?hl gel; HateH as (If Mal eh H; :i!QQ6, h) altH aRteng the Ceftt~all),
"ith its .11011) 6.. ReH stlbsiditu), Pj)JK De' el6~ment I, Ine., alia ;'iUal.

2.13 "A .,tIU Aefluisitien" shall tHeaH the aefltlisitielll3) the CeJllllllll) ef Ai!tal, hethel tllIElel the e1listin& Mel gel lagl eelHent 131 ethel, ise.

ARTICLE Ul
SHARES SUBJECT TO THE PLAN

3.1 Number a/Shares.
(a) Subject to adjustment as provided in Section 12.2, a total ol'3,QQQ,QQQ 4.750.000 Shares shall be authorized for grant under the Plan,~

tip te an aggregate flf an ftdditienftl J,§QQ,QQQ Shal es sllBjeet te and effeeti, e (111) lII1611 the eellSUJIllllatien ef the Ai,titl AefJuisiti611, plus any
Shares subject to 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 result in thc issuance of Shares, on or aftcr the cffectivc date of (his Plan. Any
Shares that arc subject to Awards of Options or Stock Appreciation Rights shall be counted against this limit as one Share for every one Share
granted. Any Shares that are subject to Awards other than Options or Stock Appreciation Rights (including, but not limited to, Shares delivered in
satisfaction of Dividend Equivalents) shall be counted against this limit as 1.4 Shares for every one Share granted.

(b) If any Shares subject to an Award or to all award under the Prior Plans or Individual Arrangements are forfeitcd, expire or otherwise
terminate without issuance of such Shares, or any Award or award under the Prior Plans or Individual Arrangements is settled for cash or otherwise
does not result in the issuance of all or a portion of the Sharcs subject to such Award, the Shares shall, to thc extent of such forfeitme, expiration,
termination, cash settlcment or non~issuance, again be available for Awards under the Plan, subject to Section 3.1 (c) below.
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(c) In the event that (i) allY Option or other Award granted under this Plan or any optlon or award granted under the Prior Plans or !ndividual
Arrangements is exercised through the tendering of Shares (either actually, by attestation, or by the giving ofinstl'llctions to a broker to remit to the
Compuny that portion of the sulcs price required to pay the exercise price) or by the withholding of Shares by the Company, or (ij) withholding tax
liabilities arising from such Options or Awards under this Plan or options or awards under a Prior Plan or an Individual Arrangement are satisl1ed by
the tendering of Shares (either actually, by attcstation, or by thc giving of instructions to a brokcr to remit to the Company that portion of the sales
price required to pay the exercise price) or by the withholding of Shares by the Company, then the Shares so tendered or withheld shall not again be
available for Awards under the Plan.

(d) Substitute Awards shall not reduce the Shares authorized for issuance under the Plan or authorized for grant to a Participant in any calendar
year. Additionally, in the event that a company acquired by the Company or any Subsidiary, or with which the Company or any Subsidiary combincs,
has shares available under a pre-existing plan approvcd by shareholders and not adopted in contemplation of such acquisition or combination, the
shares available for grant pursuant to the terms of such pre-existing plan (as adjusted, to the extent appropriate, using the exchangc ratio or other
adjustment or valuation ratio or formula used in such acquisition or combination to dctelwine the consideration payable to thc holdcrs of common
stock of the entitics 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 madc aftcr thc datc awards or grants could have becn made
undcr thc teons of thc 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 bcfore such acquisition or combination.

(e) Any Shares that again become available for grant pursuant to this Article 3 shall be addcd back as one Share ifsueh Shares were subjcct 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 Grants to Individual Participant. Subject to adjustment as provided in Section 12.2, no Participant may be granted (i) Options or
Stock Appreciation Rights during any 12-month period with rcspect to more than 1,500,000 Sharcs, or (ii) Rcstricted Stock, Performance Awards and/or
Other Stock Unit Awards that are denominated in Shares in any 12-month period with respect to more than 750,000 Shares (the "Limitations"). In addition
to the foregoing, the maximum dollar value payable to any Participant in any 12-month period with respect to Pcrf0n11anCe Awards and/or Other Stock Unit
Awards that are valucd with reference to cash or property other than Shares is $2,500,000. If an Award is cancelled, the cancelled Award shall continue to
be counted toward the applicable Limitations.

3.3 Choracter a/Shares. Any Shares issued hereunder may consist, in whole or in part, of authorized and unissued shares, treasury shares or shares
purchased in thc 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 Employces may receive awards of
Incentive Stock Options.

4.2 Administration.

(a) The Plan shall be administered by the Committee, constituted as follows:

(i) The Committee will consist of the Board, or a committee designated by the Board, which Committee will be constituted to satisfy
Applicable Laws. Oncc appointcd, a Committee will serve in its designatcd capacity lIntil otherwise dirccted by the Board. The Board may
increase the size of the Committec and appoint additional members, remove members (with or without cause) and substitute
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new members, fill vacancies (however caused), and remove all members of the Committee and thereafter directly administer the Plan.
Notwithstanding the foregoing, unless the Board expressly resolves to the contrary, while the Company is registered pursuant to Section 1201'
the Exchange Act, the Plan will be administered only by the Compensation Committee of the Board (or such other committce designated by the
Compensation Committee of the Board), consisting of no fewer than two Directors, each of whom is (A) a "non-employee director" within the
meaning of Rule 16b-3 (or any successor I'lIle) of the Exchange Act, (B) an "outside director" within the meaning of Section I62(m)(4)(C)(i) of
the Code, and (C) an "independent director" for purpose of the rulcs 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 of
individuals who are "non-employee directors," "outside directors," and "independent directors" shall not render ineffective or void any awards
or grants made by, or other actions taken by, such Committee.

(ii) The Plan may be administered by different bodies with respect to Directors, officers who ure not Directors, and Employees und
Consultants who arc neither Directors nor officers, and Covered Employees.

(b) The Committee 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 fr0111 time to time be adoptcd by the Board, to: (i) select the Employees, Consultants and
Directors to whom Awards may from time to time be granted hereunder; (ii) deten11ine the type or types of Awards, not inconsistent with the
provisions of the Plan, to be granted to each Participant hereunder; (iii) determine the number of Shares to be covered by each Award granted
hereunder; (iv) determine the terms and conditions, not inconsistent with the provisions of the Plan, of any Award granted hereunder and the form and
content of any Award Agreement; (v) deten11ine whether, to what extent and under what circumstances Awards may be settled in cash, Shares or
other property, subject to the provisions of the Plan; (vi) determine whether, to what extent and under what circumstances any Award shall be
modificd, amendcd, canceled or suspended; (vii) interpret and administer the Plan and any instmment or agreement entered into under or in
connection with the 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 to the extent that the Committee 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) detem1ine whether, to what extent, and under what circumstances cash, Shares, or other propcrty payable with respect to an Award
shall be deferred either automatically or at the election oflhe Participant; provided that the Committee shall take no action that would subject the
Pm1icipant to a penalty tax under Seclion 409A of the Codc; and (xii) make any other determination and take any other action that the Committee
deems necessary or desirable for administration of the Plan.

(c) Decisions of the Committee shall be final, conclusive and binding on all persons or entities, 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 fix the time and place of
its meetings.

(d) The Committee may delegate to a committee oCone or more Directors of the Company or, to the extent permitted by Applicable Law, to
one or more officers or a committee of officers, the authority to grant Awards to Employees and officers of the Company who arc not Directors,
Covered Employees, or "officers," as such tenn is defined by Rule 16a-I(1) of the Exchange Act, and to cancel or suspend Awards to Employees and
officers of the Company who arc not Directors, Covered Employces, or "officers," as such tenn is defined by Rule 16a-·1 (I) of the Exchange Act.
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ARTICLE V
OPTIONS

5.1 Grun! ojOpfioflS. Options may be granted hereunder to Participants either 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 10 such additional terms and conditions, not inconsistent with the provisions of the
Plan, as the Committee shall deem desirable.

5.2 Award Agreements. All Options granted pursuant to this Article 5 shall be evidenced by a written Award Agreement in such form and containing
such tcnns and conditions as the Commillce shall determine which are not incollsistent with the provisions of the Plan. Granting oran Option pursuant to
the Plan shall impose no obligation on the recipient Lo exercise such Option. Any individual who is granted all Option pursuant to this Article 5 may hold
more than one Option granted pursuant to the Plan at the same time.

5.3 Option Price. Other than in connection with Substitute Awards, the option price pel' each Share purchasable under any Option granted pursuant to
this Article 5 shall not be less than 100% of the Fair Market Value of such Share on the date of grant of such Option. Other than pursuant to Section 12.2,
thc Committce shall not be pennitted to (a) lower the option price per Share of an Option after it is grantcd, (b) cancel an Option when the option price per
Share exceeds the Fair Market Value of the undcrlying Sharcs in cxchangc for anothcr Award (othcr than in connection with Substitute Awards), and
(c) take any other action with respect to an Option that may be treated as a repricing undcr thc rulcs and rcgulations of the Ncw York Stock Exchange or
other exchange or quotation system on which the Shares are principally traded.

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

5.5 Exercise a/Options. Vested Options granted under the Plan shall be exercised by the Participant 01' by a Pcrmitted Assignce thercof (or by thc
Participant's executors, administrators, guardian, beneficiary, or lcgal representative, or Family Members, as may be provided in an Award Agreement) as
to all or part of the Shares covered thereby, by the giving of written notice of exercise to the Company or its designated agent, specifying the number of
Sharcs to be purchased, accompanied by payment of the flill purchase price for the Shares being purchased. Unless otherwise provided in an Award
Agrcemellt, full payment of such purchase price shall be made at the time of excrcise and shall be made (a) in cash or by cCl1iJied check or bank check or
wire transfer of immediately available funds, (b) with the consent of the Committee, by tendering previously acquired Shares (either actually or by
attestation, valued at their then Fair Market Valuc) that have been owned for a period of at least six months (or such other period to avoid accounting
charges against the Company's earnings), (c) with the consent of the Committee, by delivery of other consideration (including, where pennitted by law and
the Committee, other Awards) having a Fair Market Value on the exercise date equal to the total purchase price, (d) with the consent of the Committee, by
withholding Sharcs othelwise issuable in conncction with the excrcise of the Option, (e) with thc consent of the Committee, by delivery ofa properly
executed exercise notice together with any other documentation as the Committee and the Participant's broker, if applicable, require to effect an exercise of
the Option and dclivery to the Company of the sale or other proceeds (as permitted by Applicable Law) required to pay the exercise price" (t) through any
other method specified in an Award Agreement, or (g) any combination of any of the foregoing. In connection with a tender of prcviously acquired Shares
pursuant to clause (b) above, the Committee, in its sole discretion, may permit the Participant to constructively exchange Shares already owned by the
Participant in lieu of actually tendering such Shares to the Company, provided that adequatc documcntation concerning the ownership of the Shares to be
constructively tendered is furnished in form satisfactory to the Committee. The notice of' exercise, accompanied by such payment, shall be delivered to the
Company at its principal business office or such other office as the Committec may from lime to lime direct, and shall be in such form, containing such
further provisions consistent with the provisions of the Plan, as the Committee may from time to time prescribe. 1n no event may allY 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 fecord datc is prior to the date
of such issuance.
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5.6 Form o/Selflement. In its sole discretion, the Committee may provide, at the time of grant, that the Shares to be issucd upon an Option's exercise
shall be in the form of Restricted Stock or other similar securities, or may reservc thc right so to provide after thc time of grant.

5.7 Incentive Stock Options. With respect to the Options that may be granted by the Committee under the Plan, the Committee may grant Options
intcnded to qualify as Incentive Stock Options to any Employee of the Company or any Parent or Subsidialy, subject to 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 Inccntive Stock Option
Notwithstanding anything in Section 3.1 to the contrulY and solely for the purposes of detelmining whether Shares are available for the grant of Incentive
Stock Options under the Plan, the maximum aggregate number of Shares with respect to which Incentive Stock Options may be granted under the Plan shall
be 3,Q99199Q Shill e!l ~ltl!l tlp ta liII Ilgg: egllte lIE1ditiaJlIlI I,S99,999 Sllal e9 sulljeef fa Ilutl efteeti. e Olll) "pell the e611!lltil1lltatiell 6f the ,. i.hll

Aetttlisitiell 4,750,000 Shares. Notwithstanding the provisions of Section 5.3, in the case of an Incentive Stock Option granted to an Employee who, at the
time the Incentive Stock Option is granted, owns stock representing more than ten percent of the voting power of all classes ofcapital stock of the Company
or any Parent or Subsidi31Y, the per Share exercise 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 casc of an Incentive Stock Option granted to an Employce who, at the time the Inccntive Stock Option is granted, owns
stock representing more than ten percent of the voting power of all classes of capital stock of the Company or any Parent or Subsidiary, the tenn of the
Incentive Stock Option will be live years from the date of grant or any shorter term specified in the Award Agreement. Notwithstanding the foregoing, if the
Shares subject to an Employee's Incentive Stock Options (grantcd under all plans of the Company or any Parent or Subsidiary), which become excrcisable
for the first time during any calendar year, have a Fair Market Value in excess of $1 00,000, the Options accollnting 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 wcre
granted, and the Fair Market Value of the Shares will be determined as of the time of grant.

5.8 Termination 0/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 Consultant terminates (other than because ol'terminatiol1 due to Cause, death or Disability), the Participant
may excrcise the Options that were vested and exercisable as of the date of termination until the end of the original term or for a period 01' 90 days following
such tem1ination, whichever is earlier (or such other pcriod as is set forth in the Award Agreement or determined by the Committee). if the Participant is not
entitled to exercise his or her entire Option at the date of such termination, the Shares covered by the Ill1exercisable portion of the Option will revert to the
Plan, unless otherwise set forth in the Award Agreement or determined by the Committee. The Committee may detennine in its sole discretion that such
unexercisable portion of the Option will become exercisable at such times and on sHch tenl1S as the Committee may detcrmine in its sale discretion. If the
Participant does not exercise an Option within the time specified above after termination, that Option will expire, and the Shares covered by it will revert to
the Plan, except as otherwise detennined by the Committee.

5.9 Disability ofParticipant. 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 oftennination 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
dete11l1ined by the Committee). if the Participant does not exercise an Option within the time specilied above after tennination, that Option will expire, and
the Shares covered by it will revert to the Plan, except as otherwise determined by the Committee.

5.10 Death 0/Participant. If a Participant holds Options on the date his or her death, the Participant's estate 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 term or for a period of36 months following the datc of death, whichever is earlier (or such other period as is set forth in the Award
Agreement or 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 not exercise an Option within the time specified above after termination, that
Option will expire, and the Shares covered by it will revert to the Plan, except as otherwise determined by thc Committee.

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 ten11S and
conditions as the Committee may establish in its sole discretion.

6.2 Tenl1s and Conditions. Stock Appreciation Rights shall be subject to such terms and conditions, not inconsistent with thc provisions of the Plan,
as shall be determined /i'om time to time by the Committee, including the following:

(a) Upon the exercise of a Stock Appreciation Right, the holder shall huve 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 Committee shall so determine at any time during a specified period before the date of
exercise over (ii) the grant price of the right on the date of grant, which, except in the case of Substitute Awards or in connection with an adjustment
provided in Section 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 bc madc in whole Shares, or cash to the extent pennissible without penalty
to the Participant under Section 409A of the Code.

(c) The provisions of Stock Appreciation Rights need not be the same with respect to each recipient.

(d) The Committee 111ay impose such other conditions or restrictions on the terms of exercise and the exercise price of any Stock Appreciation
Right, as it shall deem appropriate. In connection with the foregoing, the Committee shall consider the applicubility and effect of Section I62(m) of
the Code. Notwithstanding the foregoing provisions of this Section 6.2, but subject to Section 12.2, a Stock Appreciation Right shall not have (i) an
exercise price less than Fair Market Value on the datc of grant, or (ij) a term of greater than tcn 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 shall takc no action under
this Article 6 that would subject a Participant to a penalty tax under Section 409A of the Code.

6.3 Termination ofEmployment or Consulting Relationship or Directorship_ If a Participant holds exercisable Stock Appreciation Rights on the date
his or her Continuous Status as an Employee, Director or Consultant telminatcs (other than because of termination due to Cause, death or Disability), the
Participant may exercise the Stock Appreciation Rights that were vested and exercisable as of the date of termination until the end orthe original tcrm or for
a period of90 days following such terminatioll, whichever is earlier (or such other period as is set forth in the Award Agreement or detelmined by the
Committec). If the Participant is not entitled to exercise his or her entire Stock Appreciation Right at the date of such ten11inatioTl, the Shares covered by the
unexercisable portion of the Stock Appreciation Right will revert to the Plan, unless otherwise set forth in the Award Agreement or determined by the
Committee. The Committee may dete1l11ine ill its sole discretion that such unexercisable 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 specifled above aner termination, that Stock Appreciation Right will expire, and the Shares covered by it will revert to the Plan, except as
otherwise detennincd by the COmmittee.

6.4 Disability ofParticipant, If a Participant holds Stock Appreciation Rights on the dale his or her Continuous Status as an Employee, Director or
Consultant terminates because of Disability, the Participant may exercise the Stock Appreciation Rights 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 the Participant docs not
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exercise a Stock Appreciation Right within the time specified above after termination, that Stock Apprcciation Right will expire, and the Shares covered by
it will revert to the Plan, except as otherwise determined by the Committee.

6.5 Death 0/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 bequest or inheritance or undcr Scction 12.3 may exercise the Stock Appreciation Rights that
were vested or unvested as of the date of death until the end or the original term or for a period of 36 months rollowing the date of death, whichever is
earlier (or such other period as is set forth in the Award Agreement or determined by the Committee). If 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 docs not exercise the Stock Appreciation Right within the
time specif1ed above after tellllination, that Stock Appreciation Right will expire, and the Shares covered by it will revert to the Plan, except as otherwise
determined by the Committec.

ARTICLE VII
RESTRICTED STOCK AWARDS

7.1 Grants. Awards of Restricted Stock may be issued hereunder to Participants either alone or in addition to other Awards granted under the Plan (a
"Restricted Stock Award"). A Restricted Stock Award shall bc subject to rcstrictions imposed by the Committee covering a period or time specified by the
Committee (the "Restriction Period"). 'rhe provisions of Restricted Stock Awards nced not be thc same with respect to each recipient. The Committee has
absolute discretion to detennine whether any consideration (other than services) is to be received by the Company or any Affiliatc as a condition preccdent
to thc issuance or Restricted Stock.

7.2 Award Agreemems. The tenns of any Restricted Stock Award grantcd under the Plan shall be sct forth in a written Award Agrccment which shall
contain provisions dctermined by the Committec and not inconsistent with the Plan.

7.3 Rights a/Holders 0/Restricted Stock. Except as otherwise provided in the Award Agreemcnt, beginning on the date or grant of the Restricted
Stock Award and subject to execution of the Award Agreement, the Participant shall become a shareholder of the Company with respect to all Shares
subjcct to the Award Agreement and shall have all of the rights of a shareholder, including thc right to votc such Shares and the right to receive distributions
made with respect to such Shares; provided, howevcr that any Shares or any other propcrty (other than cash) distributed as a dividcnd or otherwise with
respect to any Restrictcd Shares as to which the restrictions have not yetlapscd shall be subject to thc same rcstrictions as such Restricted Shares.

ARTICLE VIII
OTHER STOCK UNIT AWARDS

8.1 Other Stock Uni' Awards. Othcr Awards ofSharcs and other Awards that arc valued in whole or in part by reference to, or are othcrwise based on,
Shares or other property ("Other Stock Unit Awards") may bc grantcd hcrcunder to Parlicipants, cither alone or in addition to other Awards granted under
the Plan, and such Other Stock Unit Awards shall also be available as a form or payment in the settlemcnt of other Awards grantcd under the Plan. Olher
Stock Unit Awards shall bc paid in Shares or cash. Subject to the provisions of the Plan, thc Committee shall havc sole and complcte authority to determinc
thc Employecs, Consultants and Directors to whom and the time or limes at which such Other Stock Unit Awards shall bc made, the number of Shares to be
granted pursuant to such Awards, and all other conditions of the Awards. Thc provisions of Other Stock Unit Awards need not be the same with respect to
each recipient.

8.2 Terms and Conditions. Shares (including securities conve11ible into Shares) subjcct to Awards grantcd under this Article 8 may be issued for no
considcration or for such minimum considcration as may be rcqnired by Applicable Law. Shares (including sccurities convcrtible into Shares) purchased
pursuant to a purchase right awarded under this Article 8 shall be purchascd for such consideration as the Commillec shall determinc in its sole discrction.
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ARTICLE IX
PERFORMANCE AWARDS

9.1 Terms ofPelformance Award". PCl'fonnance Awards may be issued hereunder to Participants, for 110 consideration or for such minimum
consideration as may be required by Applicable Law, either alone or in addition to other Awards granted under the Plan. The performance criteria (0 be
achieved during any Performance Period and the length of the Performance Period shall be determined by the Commillcc upon the grant of each
Pcrronnancc Award; provided, however, that a Perronnancc Period shall not be shorter than six months nor longer than five years. Except as provided in
Article 1J Or as may be provided in an Award Agreement, Pcrfonnance Awards will be distributed only after the end orthe relevant Performance Period.
Perfomlance Awards may be paid in cash, Shares, other property, or any combination thereof, in the sole discretion of the COl11miltee at the time of
payment. The performance goals to be achieved for each PerfOll1lanCe 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

10.1 Covered Employees. Notwithstanding any other provision of the Plan, if the Committee detemlines at the timc Restricted Stock, a Performance
Award or an Other Stock Unit Award is granted to a Pal1icipant 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 Covcred Employee, then the Committee may provide that this Article lOis applicable to such Award.

10.2 Pel!ormance Criteria. If Restricted Stock, a Performance Award or an Other Stock Unit Award is subject to this Article 10, then the lapsing of
rcstrictions thereon and the distribution of cash, Shares or other property pursuant thereto, as applicable, shall be subject to the achievement of one or more
objectivc 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; net income; division, group or corporate
financial goals; retum on stockholders' equity; return on assets; al1ainment 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; earnings before taxes; earnings before interest and
taxes; earnings before interest, taxes, depreciation and amortization ("EBITDA"); economic value--added models; comparisons with various stock market
indices; reductions in costs, and/or return on invested capital of the Company or any Afnllate, division or business unit of the Company for or within which
the Participant is primarily employed. Such performance goals also !nay be based solely by reference to the Company's performance or the perlormance of
an AfIlliate, division or business unit of the Company, or based upon the relative performancc of other companies or upon comparisons of any of the
indicators ofperfonnance relative to other companies. In setting performance goals, the committee 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 costs, pre'-opening and development costs, gain or loss from asset dispositions, asset or other impairment charges, litigation settlement costs,
and other non-routine items that the Committee foresees may occur during the Perfonnanee Period. The Committee may also exclude the impact of an
event or occurrence which the Committee determines should appropriately be excluded, including (a) restructurings, discontinued operations and charges
for extraordinalY items, (b) an event either not directly related to the operations of the Company or not within the reasonable Control of the Company's
management, or (c) a change in accounting standards required by gcnerally accepted accounting principles. Such performance goals shall be set by the
Committee within the time period prescribed by, and shall othenvise 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 Ac!justmelJts. Notwithstanding any provision of the Plan (other than Article 11), with respect to any Restricted Stock, Performance Award or
Other Stock Unit Award that is subject to this Article 10, the Committee may adjust downward, but not upward, the amount payable pursuant to such
Award, and the Committee may not waive the achievement of the applicable perf0n11anCe goals, except in the case of the death or Disability of the
Participant or the occurrence ofa Change of Control.

10.4 Determination 0/Pelformance. Prior to the vesting, payment, settlement or lapsing of any restrictions with respect to any Restricted Stock,
Performance Award or Other Stock Unit Award that is subject to this Article 10, the Committee shall certify in writing that the applicable performance
goals have been achieved to the extent necessary for such Award to qualify as "performancc based compensation" within the meaning of
Section J62(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 to ensure that such Awards satisfy all requirements for "perfonnance-based compensation" within thc meaning of
Section I62(m)(4)(C) of the Code, or which arc not inconsistent with such requircments.

ARTICLE Xl
CHANGE OF CONTROL PROVISIONS

11.1 Impact a/Change a/Control. The tcnm of any Award may providc in the Award Agreement evidencing the Award, or the Committee may
detennine in its discretion, that, upon a Change of Control orthe Company, (a) Options and Stock Appreciation Rights outstanding as of the dale of the
Change of Control immediately vest and become fully exercisable, (b) restrictions and deferral limitations on Restricted Stock lapse and the Restricted
Stock become free of all restrictions and limitations and become fully vested, (c) all Perfomlance Awards shall be considered to be eallled and payable
(either in full or pro-rata based on the portion of Perfonnance Period completed as of the date of the Change ofContro1), and any deferral or other
restriction shall lapse and such Perfonnance Awards shall be immediately settled or distributed, (d) the restrictions and defcrrallimitations and other
conditions applicablc to any Other Stock Unit Awards or any other Awards shall lapse, and such Other Stock Unit Awards or such other Awards shall
become frec of all restrictions, limitations or conditions and become fully vested and transferable to the full extent of the original grant, and (e) such other
additional benefits, changes or adjustments as the Committee deems appropriate '.!!!!!.!:!!kshall apply, subject in each case to any terms and conditions
contained in the Award Agreement evidencing such Award. Notwithstanding any other provision orthe Plan, the Committee, in its discretion, may
deten11ine that, upon the occurrence of a Change of Control of the Company, (a) each Option and Stock Appreciation Right shall remain exercisable for
onlya limited period of time determined by the Committee (provided that they 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 Participant shall receive, with respect to each Share subject to such Option or Stock Appreciation Right, an amount equal to the excess
or the Fair Market Value of such Share immediately prior to the occurrence of such Change of Control over the exercise price per share ofsllch Option
and/or Stock Appreciation Right; such amount to be payable in cash, in one or more kinds of stock or property (including Lhe stock or property, ifany,
payable in the transaction) or in a combination thereof, as the Committee, in its discretion, shall detennine. Notwithstanding the foregoing and the
provisions of Section I 1.2, the Committee will take no action that would subject any Participant Lo a penalty tax under Section 409A of the Code.

11.2 Assumption Upon Change q(Cantrol. Notwithstanding the foregoing, the tenns of any Award Agreement may also provide that, if in thc event
of a Change of Control the successor company assumes or substitutes for an Option, Stock Appreciation Right, Share of Restricted Stock or Other Stock
Unit Award, then each outstanding Option, Stock Appreciation Right, Share of Restricted Stock or Other Stock Unit Award shall not be accelerated as
described in Sections 11.I(a), (b) and (d). For the purposes of this Section 11.2, an Option, Stock Appreciation Right, Share of Restricted Stock or Other
Stock Unit Award shall be considered assumed or substituted tor if following the Change of Control the award confers the right to purchase or receive, for
each
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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 securities 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 of consideration, the type of consideration chosen by the holders of
a majority of the outstanding shares); provided, however, that if such consideration received in the transaction constituting a 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 to 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 value of consideration shall be made by the Committee
in its sole discretion and its determinatioll shall be conclusive and binding. Any assumption or substitution of an Incentive Stock Option will be made in a
manner thai will not be considered a "modification" under the provisions of Section 424(h)(3) of the Code. Notwithstanding the foregoing, on such terms
and conditions as may be set forth in an Award Agreement, in the event of a termination of a Participant's employment in such successor company within a
specified time period following such Change ofColltrol, each Award hcld by such Participant at the time ofthc 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 ofthe Plan. The Board may, from time to time, alter, amend, suspend or terminate the Plan as it shall deem
advisable, subjcct to any requirement for stockholder approval imposed by Applicablc 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 orthe
Company's stockholders, amend the Plan to (a) increase the 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, (c) materially expand the class of persons eligible to participate in the
Plan, (d) amend any provision of Section 5.3, (e) increase the maximum permissible teml of any Option specified by Section 5.4, or (I) amend any provision
of Section 3.2. In addition, no amendments to, or temlination of, the Plan (other than by reason ofthe failure of stockholdcrs to approve the Plan in the
manner set forth in Section 13.12) shall ill any way impair the rights of a Participant under any Award previously granted without 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 other substitutions shall be made to the Plan and to Awards as the Committee, in its sole discretion, deems equitable or appropriate,
including SLlch adjustmcnts in the aggregate number, class and kind of securities that may be delivered under thc Plan and, in the aggregate or to anyone
Participant, in the number, class, kind and option or exercise price of securities subject to olltstanding Awards granted under the Plan (including, if the
Committee deems appropriate, the substitution of similar options to purchase the shares of, or other aWards denominated ill the shares of, another company)
as the Committee may detemline to 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 Section 12.2 is made to an Incentive Stock Option, the adjustment will be made in a manner which will
not be considered a "modification" under the provisions of subsection 424(h)(3) of the Code.

12.3 TI'Cln.\!erCibifrty ofAward~. Except as provided below, and except as otherwise authorized by the Committee in an Award Agreement, no Award,
and no Sharcs subject to Awards that have not been issued or as to which any appllcable restriction, performance or deferral period has not lapsed, may be
sold, assigned, transferred, pledged or otherwise encumbered, other than by will or the laws of 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. Notwithstanding the
foregoing, to the extent that the Commiuee so authorizes in the Award Agreement or otherwise, an Award other than an Incentive Stock Option may be
assigned, in whole or in part, during the Participant's lifctime to one or more Family Members ofthe 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 tenns applicable to the assigned
portion shall be the same as those in effect for the Award immediately before such assignment and shall be set forth in sllch documents issued to the
assignee as the Commiuee deems appropriate.

(a) Designation ofBelJ<:::(lcfal)l. A Participant may file a written designation of a beneficiary who is to receive any Awards that remain
unexercised in the event of the Participant's death. If a Participant is married and the designated bellefleialy is not the spouse, spollsal consent will be
required for the designation to be effective. The Participant may change such designation ofbenefleiary at any time by written notice to the
Committee, subject to the above spousal consent requirement.

(b) 41!ec! ofNo Designation. If a Participant dies 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 executor or administrator of his or her estatc, or ifno such executor or administrator has
been appointed (to the knowledge of the Company), the Company, in its discretion, may deliver such Awards to the spouse or to anyone 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.

(c) Death ofSpouse or Dissolution ofMarriage. If a Participant designates his or her spousc as beneficial)', that designation will be deemed
automatically revoked if the Participant's malTiage is later dissolved. Similarly, any designation of a bencficiary will bc dcemcd automatically
rcvoked upon the death of the bcneficiary if the beneficial)' predcccases thc Participant. Without limiting thc generality of the preccding sentence, the
interest in Awards of a spouse of a Participant who has predeceased the Participant or whosc marriage has been dissolved will automatically pass to
the Participant, and will not be transfcrable by such spouse in any manner, including but not limited to such spouse's will, Ilor will any such intcrcst
pass under the laws of intestatc succession.

12.4 Termination ofEmployment. The Committee shall detelmine and set forth in each Award Agreement whether any Awards granted in such Award
Agreement will continuc to bc exercisable, and the terms of such exercise, on and aftcr the date that a Participant ceases to be employcd by or to provide
scrvices to the Company or any Affiliate (including as a Director), whcther by reason of death, disability, voluntary or involuntary termination of
employment or services, or otherwise. The date of termination of a Participant's employmcnt or services will be determined by the Committee, which
detennination will be final.

12.5 Dividend Equivalents. Subject to the provisions of the Plan and any Award Agreement, the recipient of an Award (including any deferred
Award) may, if so determincd by the Committee, be entitled to receive, currently or on a dcfelTed basis, cash, stock or other property dividends, or cash
payments in amounts equivalent to stock or othcr property dividends on Shares ("Dividend Equivalents") with respect to the number of Shares covered by
the Award, as determined by the Committee, in its sole discrction, and the Committee may provide that such amounts (lfany) shall be dcemcd to have been
reinvested in additional Shares or otherwise rcinvested.

ARTICLE XIII
MISCELLANEOUS

13.1 Tax Withholding. The Company shall have the right to make all payments or distributions pursuant to the Plan to a Participant (or to the
Participant's executors, administrators, guardian, bcneficiary, or legal representative, or Family Members) (any such person, a "I)ayce") net of allY
applicable Federal, State and local taxes required to be paid or withheld as a result of (a) the grant of any Award, (b) the excrcisc of an Option or Stock
Appreciation Rights, (c) the delivcl)' of Shares or cash, (d) the lapse of any restrictions in conncction with
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(lny Award, or (e) any other event occurring pursuant to the Plan. The Company or any Affiliate shall have the right to withhold from wages or other
amounts otherwise payable to such Payee such withholding taxes as may be required by law, or to otherwise require the Payee to pay such withholding
taxes. lfthe Payee shall fail to make such tax payments as arc required, the Company or its Affiliates shall, to the extent permitted by law, have the right to
deduct any such taxes from any payment of any kind othelwise due to such Payee or to take such other action as may be l1ecessmy to satisfy such
withholding obligations. The Committee shall be authorized to establish procedures for election by Participants to satisfy slich obligation for the payment of
such taxes by tendering previously acquired Shares (either 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 the Company's earnings), or by directing the Company to retain
Shares (up to the employee's minimum required tax withholding rate) othelwise deliverable in connection with 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, disqualifies the holdcr from the application of
Section 421 (a) of the Code, the holder of the Shares immediately before the disposition will comply with any requirements imposed by the Company in
order to enable the Company to secure the related income tax deduction to whieh it is entitled in such even!.

13.2 Right ofDischarge Reserved; Claims to Awards. Nothing in the Plan nor the grant of an Award hereunder shall confer upon any Employee,
Consultant or Director thc right to continue in thc cmployment or scrvice of the Company or any Affiliate or affect any right that the Company or any
Affiliate may have to telminate the employment or scrvice of (or to demote or to exclude from fUlurc Awards under the Plan) any such Employee,
Consultant or Director at any timc for any reason. The Company shall not be liable for the loss of existing or potcnlial profit from an Award granted in the
event oftemlination of an employment or other relationship. No Employee or Participant shall 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 to have any rights with respect to such Award, until and unless such recipient shall have executed an agreement or other instrument
evidencing the Award and delivered a copy thereof to the Company, and othcrwise complied with the then applicable terms and conditions.

13.4 Cancellation ofAward. Notwithstanding anything to thc contrary containcd herein, all outstanding Awards granted to any Participant may bc
canceled in the discretion of the Committee if the Participant's Continuous Status as an Employee, Director or Consultant is terminated for Cause, or if,
aftcr the termination of the Participant's Continuous Status as an Employee, Director, or Consultant, the Committee determines thai Cause existed before
stich lcnnination.

13.5 Stop Tran.~fer Orders. All certificates for Shares delivered under the Plan pursuant to any Award shall be subject to such stop-·transfer orders and
other restrictions as the Committee may deem advisable under the provisions of this Plan, the rules, regulations and other requirements of the Securities and
Exchange Commission, any stock exchange upon which the Shares arc then listed, and any applicable federal or state securities law, and the Committce
may cause a legend or legends to be put Oil any such certificates to make appropriate reference to such restrictions.

13.6 Nature ofPayments. All Awards made pursuant to 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 pursuant to Awards undcr the Plan and any Stock Appreciation Rights
constitute a special incentive payment to the Participant and shall not be taken into account, to the extent permissible under Applicable Law, as
compensation for purposes of any of the employee benefit plans of the Company or any Affiliate except as may be dctermined by the Committee or by the
Board or board of directors of the applicable Affiliate.

13.7 Other Plans. Nothing contained in the Plan shan prevent the Board from adopting other or additional compensation arrangements, subject to
stockholder approval ifsuch approval is required; and such alTangements may be either generally applicable or applicable only in spccific cases.
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13.8 Severability. Ifany provision of the Plan shall be held unlawful or otherwise invalid or unenforceable 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 it 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. Tfthe making of any payment or the provision of any other benefit required under the Plan shall be held unlawful or otherwise invalid or
unenforceable by a court of competent jurisdiction, such unlawfulness, invalidity or unenforceability shall not prevent any othcr paymcnt 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 benefit required under the Plan in full would
be unlawful or otherwise invalid or unenforceable, then such unlawfulness, invalidity or lInenforceability shall not prevent such payment or benefit from
being made or provided ill part, to the extent that it would not be unlawful, invalid or unenforceable, and the maximum payment or benefit that would not be
unlawful, invalid or unenforceable shall be made or provided under the Plan.

13.9 Construction. All refercnces in the Plan to "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 thereot: shall not be deemed to be terms of limitation,
but rather shall be deemed to be followed by the words "without Iimitntion,"

13.10 Unfunded Stalus ofthe Plan. The Plan is intended to constitute an "unfunded" plan for incentive and deferred compensation. With respect to
any payments not yet made to a Participant by the Company, nothing contained hcrein shall give any such Participant any rights that are greatcr than those
of a general creditor of the Company. In its sole discretion, the Committee may authorize the crcation of trusts 01' other arrangemcnts to mcet the obligations
created under the Plan to deli vcr the Shares or payments in lieu of or with rcspect to Awards hercundcr; provided, howevcr, that the cxistcncc of such trusts
or othcl' an·angemcnts is consistcnt with the unfunded status of the Plan.

13.11 Goveming Law. The Plan and all determinations made and actions taken thercunder, to the extent not otherwise governed by thc Code or the
laws ofthc United States, shall be govcrned by the laws of the State of Delaware and construed accordingly.

13.12 EffecIive Dale ofPlan; Termination ofPlan. The Plan shall be efTective on the date of its adoption by the Board, subject to the approval of thc
Plan, within 12 months thereafter, by aflinnative votes representing a majority of the votes cast under Applicable Laws at a duly constituted meeting of the
stockholders of the Company. After 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 accordancc with the first sentence of this Scction 13.12, and no Options or Stock Apprcciation Rights may be exercised prior to such
stockholder approval of the Plan. If the stockholders do not approve this Plan in the manner set forth in the first sentence or this Section 13.12, this Plan, and
all Awards granted hcrcundcr, shall be null and void and of no effect. Awards may bc granted undcr the Plan at any time and from time to time on or prior
to thc tenth anniversary of the effective date of the Plan (unless the Board sooner suspends or terminates the Plan under Section 12.1), all which date the
Plan will expire cxcept as to Awards then outstanding under the Plan. Notwithstanding the foregoing, unless affirnlative votes representing a majority of the
votes cast undcr Applicable Laws approvc the continuation of Articlc 10 at the first duly constitutcd mceting of the stockholders of the Company that occurs
in the fifth year following the later of j) the effective date of this Plan Ol' iil the then most recent re-apul'oval of the continuation of Article J() of the
Plan, no Awards other than Options or Stock Appreciation Rights shall be made to Covered Employees following the date of such meeting. Except as set
forth in the third sentence of this Section 13.12, outstanding Awards shall remain in effect until they have been exercised or terminated, or have expired.

13.13 Foreign Employees. Awards may be granted to Participants who are foreign nationals or employed outside the United States, or both, on such
terms and conditions different from those applicable to 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 01' tax policy. The Commillee also may impose conditions on the exercise or vesting of
Awards in order to minimize the Company's obligation with respect to tax equalization for Employees on assignments outside their home countly.
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13.14 Effect on Prior Plans. On the approval of this Plan by the stockholders of the Company in thc mallner 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 beforc the date of such
cancellation, however, shall continuc in effect in accordance with their ten11S. Grants and awards made under the Individual Anangements shall likewise
continue in effect in accordance with their terms.

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

13.16 Captions. The captions in the Plan are for convenience ofrefercnce only, and are not intcnded to nanow, limit or affect the substance or
interpretation of the provisions containcd hercin.
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Appendix C

Amended and Restated Directors Deferred Compensation Plan
(Amendment To Bc Voted On Is Indicated by Underlinc for Additions and Strikethrough Text

for Deletions)

AMENDED AND RESTATED
1I0bbyw QOD PAHK PINNACLE ENTERTAINMENT. INC.

DIRECTORS DEFERRED COMPENSATION PLAN

IIaJJ) ,,8ott Pillll Pinnacle Entertainment Inc., a Delaware corporation (the "Corporation"), hereby amends and restates in its entirety the
Hollywood Park Reali)' ERtel flrises, Inc. Directors Deferred Compensation Plan heretofore maintained by the Corporation, effective as of tile time set forth
in Section 6 below, as follows:

I. Eligibility. Each member of the Board of Directors of the Corporation is eligible to participate in the Plan.

2. Participation.
a. Time ofElection. Six months prior to the begillning of a calendar year, commencing with calendar year 1993, each eligible Director may elect

to participate in the Plan by directing that all or any p<lrt of the compensation (including fees payable for services as chaim1an or a member of a
committee of the Board) which otherwise would have been payablc currently fbI' services rendered as a Director ("Compensation") during such
calendar year and sllcceeding calendar years shall be credited to a defell"ed compensation account (the "Director's Account"). Any person who shall
become a Director during any calelldar year, and who was not a Director of the Corporation prior to the beginning of such calendar year, may elect,
within 30 days after the Director's telm begins, to defer payment of all or any part of the Director's Compensation eamed 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
elcction is filed with the Corporation pursuant to Section 2(b). Notwithstanding the foregoing, with respect to calendar year 1992, each eligible
Director may elect within two weeks after the effective date of this Plan (as described in Paragraph 6, below) to defer the Director's Compensation
beginning six months after such election.

b. Form and Duration ofElection. An election to participate in the Plan shall be made by written notice signed by the Director and flled with
the Secretary of the Corporation. Such election shall specify the amount of the Director's Compensation to be deferred and specify an allocation of
the deferred Compensation betwccn cash and "Shares" as hercin provided. For purposes of this Plan, "Shares" shall mean shares of the common stock
of the Corporation. Such election shall continue lll1tilthe Director terminates such election by signed written notice filed with the Secretary 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 to the Director's Account prior to the effective date of termination shall not be affected by such termination and shall be distributed
only in accordance with the tenm of the Plan.

c. Renewell. A Director who has tcrminated his election to pUliicipatc may thcreafter file anothcr election to participate for the calendar year
subsequent to the filing of such election and slleceeding calendar years, subject to Section 2(a) hereof.

3. 771e Director's Account. All compensation which a Director has elected to defer under the Plan shall be credited, at the Director's election, to the
Director's Account as fbllows:

a. As of the date the Director's Compensation would otherwisc be payable, the Director's Account will be credited with an amount of cash
equal to the amount of such Compensation which the Director elected to defer and to be allocated to cash.

b. As of the date the Director's Compensation would otherwise be payable, there shall be credited to the Director's Account the number of full
and fractional Shares obtained by dividing the amount of sllch Compensation which the Director elected to defer and to be allocated to Shares by the
average of the closing price ofa Share on the principal stock exchange on which such Shares are then listed, 01', 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 may be, for which such Compensation is payable.
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c. At the end of each calendar quarter there shall be credited to the Director's Account thc number of full and/or fractional Shares obtained by
dividing the dividends which would have been paid on the Shares credited to the Director's Account as of the dividend record 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 exchange on which such Shares arc thell listed, or, if 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 andlor fractional shares of Shares which would have been issued 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 fractional share interests credited to a Director's Account shall be distributed pursuant to Section 4 hereof. Instead, any fractional Shares
remaining at the time the !lnal distribution is made pursuant to paragraph 4 herein shall be converted into a cash credit by multiplying the number of
fractional shares by the average of the closing price of a Share on the 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 ofa Share on the NASDAQ National Market System, on the last ten business days prior
to the date of the final distribution from the Director's Account.

e. Cash amounts credited to the Director's Account pursuant to subparagraph (a) above shall accrue interest commencing from the date the cash
amounts arc credited to the Director's Account at a rate per annum to be determined from time to time by the Board of Directors (the "Board").
Amoullts credited to the Director's Account shall continue to accrue interest until distributed in accordance with the Plan.

The Director shall not have any interest ill the cash or Shares credited to the Director's Account until distributed in accordance with thc Plan.

4. Distributionjrom Accounts.
a. Form ofElection. At the time a Director makes a participation election pursuant 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 election. A Director may elect to receive such amount in OIlC lump-sum payment or
in a number of approximately equal annual installmcnts (provided the payout period docs not exceed 15 years). The lump-sum payment or the first
installment shall bc paid as of the first business day ofthe 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 each succeeding calcndar quarter until the entire amount
credited to the Director's Account shall have been paid. A cash payment will be made with the final distribution for any fraction ofa Share in
accordance with paragraph 3(d) hereof.

b. Adjustment ofMethod QfDistribution. A Director participating in the Plan may, prior to the beginning of any calendar year, file another
written notice with the Secretary ofthc Corporation electing to change the method of distribution of the aggregate amount of cash and Shares credited
to the Director's Account for services rendered as a Director commencing with such calendar year. Amounts credited to the Director'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 amounts werc crcdited to the Director's Account.

5. Distribution on Death. Ifa Director should die before all amml11ts credited to the Director's Account shall have been paid in accordance with the
election referred to in paragraph 4, the balance in such Account as of the date orthe Director's death shall be paid promptly following the Director's death
to the beneficimy designated in writing by the Director. Such balance shall be paid to the estate of the Director il' (a) no such designation has been made, or
(b) the designated beneficiary shall have predeceascd the Director and no further designation has been made.

6. liffective Date. This Plan originally became effective on its approval by the shareholders of this Corporation in September, 1991. This Amended
and Restated Plan shall become effective when approved by the affirmative vote 01' the holders of a majority of the voting shares ofthc Corporation present,
or represented, and voting at a meeting duly hcld in accordance with the Delaware Gencral Corporation Law.
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7. Shares Issuable. The maximum Ilumber of Shares which may be isslled pursuant to this Plall is~325 000.

8. Limitation on Distributions. Notwithstanding anything to the contrary in this Plan, the maximum number of Shares which can be issued pursuant to
this Plan in any fiscal year is one percent (I %) of the outstanding number of Shares at the beginning of such fiscal year, except to the extent 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 Section 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 to receive any amount in the Director's Account shall not be transferable or assignable by the Director, 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 I of the Employee Retirement Income Security Act, or the rules thereundcr, and
no pm"! of such amount shall be subject to attachment or other legal process.

b. The COll)Qration shall not be required to reserve or otherwise set aside funds or Shares for the paymcnt of its obligations hereunder. The
Corporation shall make available as and when required a sufficient number of Shares to 11leetthe needs of the Plan, either by the issuance of new
shares of the common stock of the Corporation, or the purchase of Shares on the open market or through private purchases, as the Corporation may
detennine.

c. 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 orthe Corporation. A Director shall not have any dividend or voting rights or any other rights of a
stockholder (except as expressly set forth in paragraph 3 with respect to dividends and as providcd in subparagraph (g) below) until the Shares
credited to a Dircctor's Account arc distributed. The rights of a Director to receive payments under this Plan shall be no greater than the right of an
unsecured general creditor of this Corporation.

d. The Plan shall be administered by the Board. The Board shall have the full discretion and power to interpret provisions of the Plan, to
prescribe, amend and rescind rules and regulations relating to the Plan, to compute amounts to be credited to and distributed from Directors'
Accounts, and to make all other determinations it deems necessary or advisable to administer the Plan, with all such determinations bcing final and
binding; provided, however, that the Board will not have the power to take any action relating to eligibility for participation ill the Plan or the number
of Shares to be issued to each participating Directof-

e. The Board may at any time temlinatc 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 to amounts then credited to the
Director's Account, and (ii) no amendment shall accelerate any payments or distributions under the Plan (exccpt with regard to bonafide financial
hardships).

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

g. If adjustments are made to outstanding shares of Shares, or ifoutstanding shares of Shares arc converted into or cxchanged for, other
securities or property, as a result of stock dividends, stock splits, reverse stock splits, recapitalizations, reclassifications, mergers, split-ups,
reorganizations, consolidations and the like, an appropriate adjustment (as detennined in good faith by the Board) will also be made in the number
and kind of shares or propel1y credited to the Director's Account, so that, when distributions are made pursuant to this Plan, the Director will receive
the number and kind of securities or property to which a holder of Shares would have bccn entitled upon such event In addition, if outstanding Shares
arc converted into or exchanged for another security, all references to "Shares" in this Plan shall be deemed to be references to such other security.
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PINNAClE ENTERTAINMENT, INC.

THIS PROXY IS SOLICITED ON BEHALf Of THE BOARD Of DIRECTORS

ANNUAL MEETING Of STOCKHOLDERS
MilY 20, 2008
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THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED AS DIRE<TED BY THE UNDERSIGNED. If NO SUCH
DIRECTIONS ARE MADE, THIS PROXY WILL BE VOTED EOR THE ElECTION Of THE NOMINEES LISTED ON THE REVERSE
SIDE fOR THE BOARD OF DIRECTORS AND EOR EACH PROPOSAL

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

CONTINUED AND TO BE SIGNED ON REVERSE SIDE
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