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EXPLANATORY NOTE

The registrant filed with the Securities and Exchange Commission (the SEC ) an Annual Report on Form 10-K for the year ended December 31,
2006 ( Form 10-K ) on March 1, 2007, pursuant to which it incorporated by reference into Part III thereof portions of its definitive Proxy
Statement for its 2007 Annual Meeting of Stockholders ( Proxy Statement ) to be subsequently filed with the SEC. The registrant has determined
to amend the Form 10-K to include such Part III information in this Amendment No. 1 on Form 10-K/A rather than incorporating it into the

Form 10-K by reference to the Proxy Statement. Accordingly, Part III, Items 10 through 14, on the Form 10-K are hereby amended along with

the cover page to remove the Documents Incorporated by Reference. In addition, as required by Rule 12b-15 under the Securities Exchange Act
of 1934, as amended (the Exchange Act ), new certifications by our principal executive officer and principal financial officer are being filed or
furnished as exhibits to this Amendment No. 1 on Form 10-K/A under Item 15 of Part IV hereof.

No attempt has been made in this Amendment No. 1 on Form 10-K/A to modify or update the other disclosures presented in the Form 10-K.
This Amendment No. 1 on Form 10-K/A does not reflect events occurring after the filing of the Form 10-K or modify or update those
disclosures. Accordingly, this Amendment No. 1 on Form 10-K/A should be read in conjunction with the Form 10-K and our other filings with
the SEC.
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PART III

ITEM10.  DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
DIRECTORS AND EXECUTIVE OFFICERS

The Company s Articles and Bylaws require that the number of directors on the Board of Directors be not less that three nor more than fifteen.
Currently, the Board of Directors has fixed the number of directors at six. The directors are evenly divided into three classes. Class I consists of
Lowell H. Lebermann, Jr. and Robert E. Lewis whose terms expire in 2009. Class II consists of Lorenzo J. Fertitta and James E. Nave, D.V.M.
whose terms expire in 2007. Class III consists of Frank J. Fertitta III and Lee S. Isgur whose terms expire in 2008. All directors hold their
positions until their terms expire and until their respective successors are elected and qualified. Executive officers are elected by and serve at the
discretion of the Board of Directors. The following table sets forth the directors and executive officers of the Company as of December 31, 2006
and provides their respective ages and positions with the Company.

Name Age Position

Frank J. Fertitta ITI(*) 45 Chairman of the Board and Chief Executive Officer

Lorenzo J. Fertitta(*) 38 Vice Chairman of the Board and President

Glenn C. Christenson(**) 57 Executive Vice President, Chief Financial Officer,
Chief Administrative Officer and Treasurer

William W. Warner 42 Executive Vice President and Chief Operating Officer

Scott M Nielson 49 Executive Vice President and Chief Development Officer

Richard J. Haskins 43 Executive Vice President, General Counsel and Secretary

Lee S. Isgur 69 Director

Lowell H. Lebermann, Jr. 67 Director

Robert E. Lewis 61 Director

James E. Nave, D.V.M. 62 Director

(*) Frank J. Fertitta III and Lorenzo J. Fertitta are brothers.

(**) On March 29, 2007, the Company and Mr. Christenson entered into a Separation Agreement and General
Release, pursuant to which Mr. Christenson s employment with the Company terminated effective March 30, 2007.

Set forth below is a description of the backgrounds, including business experience, for each of our directors and executive officers as of
December 31, 2006.

Frank J. Fertitta IIl. M. Fertitta has served as Chairman of the Board of the Company since February 1993 and Chief
Executive Officer since July 1992. Mr. Fertitta also served as President of the Company from 1989 until July 2000.
He has held senior management positions since 1985, when he was named General Manager of Palace Station. He was
elected a director of the Company in 1986, at which time he was also appointed Executive Vice President and Chief
Operating Officer.

Lorenzo J. Fertitta. Mr. Fertitta was appointed Vice Chairman of the Board of the Company in December 2003.

Mr. Fertitta has served as President of the Company since July 2000 and has served as a director since 1991. From
1991 to 1993, he served as Vice President of the Company. Mr. Fertitta served as President and Chief Executive
Officer of Fertitta Enterprises, Inc. from June 1993 to July 2000, where he was responsible for managing an
investment portfolio consisting of marketable securities and real property. Mr. Fertitta currently serves as the first
President of the Nevada Resort Association and a member of its Board of Directors and serves as a director of the
American Gaming Association. Mr. Fertitta served as a commissioner on the Nevada State Athletic Commission from
November 1996 until July 2000.
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Glenn C. Christenson. Mr. Christenson was appointed Chief Administrative Officer in March 1997 and has served as
Executive Vice President of the Company since February 1994. From 1989 to 1993, he served as Vice President of the
Company. He has served as Chief Financial Officer since 1989, as Treasurer since 1992 and as a director of the
Company from 1993 to December 2003. Mr. Christenson is a Certified Public Accountant. From 1983 to 1989, he was
a partner of the international accounting firm of Deloitte Haskins & Sells (now Deloitte & Touche), where he served
as partner-in-charge of audit services for the Nevada practice and National Audit partner for the Hospitality Industry.
He currently serves as a director of the National Center for Responsible Gaming and is Chairman of the Audit
Committee. He is a member of the Board of Trustees of the Nevada Development Authority and is a member of the
Board of Directors for the Las Vegas Convention and Visitors Authority and the Nevada State College Foundation
Board. On March 29, 2007, the Company and Mr. Christenson entered into a Separation Agreement and General
Release, pursuant to which Mr. Christenson s employment with the Company terminated effective March 30, 2007.

William W. Warner. Mr. Warner was appointed Chief Operating Officer of the Company in July 2004 and has been an
Executive Vice President of the Company since March 2002. He served as Chief Development Officer from

March 2002 to July 2004, Vice President of Finance of the Company from January 1996 to March 2002 and Director
of Finance from August 1993 to January 1996.

Scott M Nielson. Mr. Nielson was appointed Chief Development Officer of the Company in July 2004 and has been an
Executive Vice President of the Company since June 1994. He served as Chief Legal Officer from March 2002 to
July 2004 and General Counsel from 1991 to March 2002. In 1992, he was appointed Secretary of the Company and
served in that position until July 2004. From 1991 through June 1994, he served as Vice President of the Company.
From 1986 to 1991, Mr. Nielson was in private legal practice as a partner in the Las Vegas firm of Schreck, Jones,
Bernhard, Woloson & Godfrey (now Brownstein Hyatt Farber Schreck, P.C.), where he specialized in gaming law and
land use planning and zoning. Mr. Nielson is a member of the American Bar Association, the Nevada Bar Association
and the International Association of Gaming Attorneys.

Richard J. Haskins. Mr. Haskins was appointed Executive Vice President and Secretary of the Company in July 2004
and has served as General Counsel of the Company since April 2002. He previously served as Assistant Secretary
from September 2003 to July 2004, as Vice President and Associate General Counsel from November 1998 to
March 2002 and as General Counsel of Midwest Operations from November 1995 to October 1998. From 1990 to
October 1995, Mr. Haskins was in private legal practice, most recently as a partner in the Kansas City, Missouri law
firm of Rose Brouillette & Shapiro P.C. Mr. Haskins is a member of the American Bar Association, Kansas Bar
Association, Missouri Bar Association and Nevada Bar Association.

Lee S. Isgur. Mr. Isgur has served as a director of the Company since December 2003 and serves on the Audit and
Governance and Compensation Committees. Mr. Isgur has been the Managing Partner of Corporate Counselors, a
research and investment banking consulting firm, since 1997 and has served on the Board of Directors of eDiets since
1999, where he serves as chair of the Audit Committee and as a member of the Governance and Compensation
committees. From 1994 to 1997, Mr. Isgur was a Managing Director of Jefferies & Company, an investment banking
firm. Prior to that, he was a partner at Volpe Welty & Company, a research and investment banking firm.

Lowell H. Lebermann, Jr. Mr. Lebermann has served as a director of the Company since October 1993 and is Chairman
of the Governance and Compensation Committee and serves on the Audit Committee. He is Chairman of Centex
Beverage, Inc., a wholesale distributor of Miller beer and imported beverages. He is a director of Patton Medical, Inc.
and DoggettData, Inc., of Austin, Texas. Mr. Lebermann is a former director of Valero Energy Corporation, San
Antonio and of Franklin Federal Bancorp, Austin (acquired by Norwest) and a founding member of the Board of
Directors of the Texas
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Workers Compensation Fund. From 1993 to 1999, he was a member of the Board of Regents of The University of Texas System and was a
Council Member on the Austin City Council from 1971 to 1977.

Robert E. Lewis. Mr. Lewis has served as a director of the Company since May 2004 and serves on the Audit and
Governance and Compensation Committees. Mr. Lewis has served as president of the Nevada Division of Lewis
Operating Corp. since December 1999. Mr. Lewis became the president of the Nevada Region of Kaufman and Broad
Home Corporation upon the merger of Lewis Homes Management Corp. and Kaufman and Broad Home Corporation
in January 1999. He served in that capacity until December 1999. Prior to the merger, Mr. Lewis ran the Nevada
operations of the Lewis Homes group of companies and its affiliates for 25 years. He has served as a director for the
National Association of Home Builders and as a director and President of the Southern Nevada Home Builders
Association. Mr. Lewis is also on the Executive Committee and served as Secretary and Legislative Chairman for the
Nevada Development Authority, he is a Past Chairman of the Las Vegas District Council of the Urban Land Institute
and served on the Clark County Community Growth Task Force.

James E. Nave, D.V.M. Dr. Nave has served as a director of the Company since March 2001 and is Chairman of the
Audit Committee and serves on the Governance and Compensation Committee. Dr. Nave has been an owner of the
Tropicana Animal Hospital since 1974 and has been the owner and manager of multiple veterinary hospitals since
1976. Dr. Nave has also served on the Board of Directors of Bank West of Nevada since 1994, where he also serves as
Chairman of the Site Committee. Dr. Nave has served on the Board of Directors of Western Alliance Bancorporation
since 2003, where he also serves as a member of the Audit and Compensation Committees. Dr. Nave is also the
Globalization Liaison Agent for Education and Licensing for the American Veterinary Medical Association and is
Chairperson of the National Commission for Veterinary Economics Issues. In addition, Dr. Nave is a member and past
President of the Nevada Veterinary Medical Association, the Western Veterinary Conference and the American
Veterinary Medical Association. He is also a member of the Clark County Veterinary Medical Association, the
National Academy of Practitioners, the American Animal Hospital Association and the Executive Board of the World
Veterinary Association. Dr. Nave was a member of the University of Missouri, College of Veterinary Medicine
Development Committee from 1984 to 1992. He was also a member of the Nevada State Athletic Commission from
1988 to 1999 and served as its chairman from 1989 to 1992 and from 1994 to 1996.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company s executive officers and directors and persons who own more than 10% of the
Company s common stock to file reports of ownership on Forms 3, 4 and 5 with the Securities and Exchange Commission (the SEC ). Executive
officers, directors and 10% stockholders are required by the SEC to furnish the Company with copies of all Forms 3, 4 and 5 they file.

Based solely on the Company s review of the copies of such forms it has received, the Company believes that all of its executive officers,
directors and greater than 10% beneficial owners complied with all of the filing requirements applicable to them with respect to transactions
during 2006.

CODE OF ETHICS

The Company has adopted a Code of Business Conduct and Ethics (the Code of Ethics ) that applies to all of its directors, officers (including its
principal executive officer and principal financial officer) and employees. The Code of Ethics and any waivers or amendments to the Code of
Ethics are available on the Company s website at www.stationcasinos.com. Printed copies are also available to any person without charge, upon
request directed to the Company s Corporate Secretary, 2411 West Sahara Avenue, Las Vegas, Nevada §9102.
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CORPORATE GOVERNANCE GUIDELINES

The Company has adopted Corporate Governance Guidelines that are available on its website at www.stationcasinos.com. Printed copies are
also available upon request directed to the Company s Corporate Secretary.

STOCKHOLDER COMMUNICATIONS WITH DIRECTORS

Stockholders may communicate with the Board of Directors, including the non-management directors, by sending a letter to Station

Casinos, Inc. Board of Directors, c/o Corporate Secretary, 2411 West Sahara Avenue, Las Vegas, Nevada 89102. The Corporate Secretary has
the authority to disregard any inappropriate communications or to take other actions with respect to any such inappropriate communications. If
deemed an appropriate communication, the Corporate Secretary will submit the correspondence to the Chairman of the Board or to any specific
director to whom the correspondence is directed.

MEETINGS AND COMMITTEES

The Board of Directors met 14 times during 2006. None of the members of the Board of Directors attended less than 75% of the meetings of the
Board of Directors held, or of the total number of meetings held by all committees of the Board of Directors on which various members served
during 2006.

All of the members of the Board of Directors were in attendance, with the exception of Mr. Lebermann at the 2006 annual stockholders meeting
which included Frank J. Fertitta III, Lorenzo J. Fertitta, Dr. Nave and Messrs. Isgur and Lewis. It is the Company s policy that all members of the
Board of Directors are expected to attend the annual stockholders meeting.

In order to promote open discussion among the non-management directors, the Board of Directors holds executive sessions at least four times
each year, in which those directors meet without management participation. The Chairman of each executive session rotates between the
chairpersons of the Company s Audit Committee and Governance and Compensation Committee, depending upon the primary subject matter of
the meeting. During 2006, the non-management directors met four times without management participation following Audit Committee or
Governance and Compensation Committee meetings.

The Audit Committee

The Board of Directors has a separately designated standing Audit Committee that was established in accordance with Section 3(a) (58) (A) of
the Exchange Act. The current members of the Audit Committee are Dr. Nave, Chairman and Messrs. Lebermann, Isgur and Lewis.

The Audit Committee, comprised solely of independent directors (as independence is defined in Section 303A.02 of the New York Stock

Exchange ( NYSE ) listing standards), meets periodically with the Company s independent auditors, management, internal auditors and legal
counsel to discuss accounting principles, financial and accounting controls, the scope of the annual audit, internal controls, regulatory

compliance and other matters. The Audit Committee also advises the Board of Directors on matters related to accounting and auditing and

selects the Company s independent auditors. The independent auditors and the internal auditors have complete access to the Audit Committee
without management present to discuss results of their audit and their opinions on adequacy of internal controls, quality of financial reporting

and other accounting and auditing matters. The responsibilities of the Audit Committee are outlined in a written charter, which is available on

the Company s website at www.stationcasinos.com. Printed copies are also available upon request directed to the Company s Corporate Secretary.
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Audit Committee Financial Expert

The Board of Directors has determined that all Audit Committee members are financially literate under the current listing standards of the
NYSE. The Board of Directors has also determined that Lee S. Isgur qualifies as an audit committee financial expert as defined by the SEC
rules adopted pursuant to the Sarbanes-Oxley Act of 2002. Mr. Isgur is an independent director (as independence is defined in Section 303A.02
of the NYSE listing standards).

REPORT OF AUDIT COMMITTEE()

The Audit Committee of the Board of Directors developed a charter for the Committee that was approved by the Board of Directors. The Audit
Committee has adopted a policy that requires advance approval of all audit-related, tax services and other services performed by the independent
auditors. The policy provides for pre-approval by the Audit Committee of specifically defined audit and non-audit services. Unless the specific
service has been previously pre-approved with respect to that year, the Audit Committee must approve the permitted service before the
independent auditors are engaged to perform it. The Audit Committee has delegated to the Chairman of the Audit Committee authority to
approve permitted services provided that the Chairman reports any decisions to the Committee at its next scheduled meeting.

In conjunction with its activities during the Company s year, the Audit Committee has reviewed and discussed the Company s audited financial
statements with management of the Company. The members of the Audit Committee have also discussed with the Company s independent
auditors the matters required to be discussed by Statement of Auditing Standards 61 (Codification of Statements on Auditing Standards, AU
Section 380), as amended. The Audit Committee has received from the Company s independent auditors the written disclosures and the letter
required by Independence Standards Board Standard No. 1, and has discussed with the independent auditors the independent auditors
independence. Based on the foregoing review and discussions, the Audit Committee recommended to the Board of Directors of the Company
that the audited financial statements be included in the Company s Annual Report on Form 10-K for the Company s year ended December 31,
2006.

Respectfully Submitted,

James E. Nave, D.V.M., Chairman
Lowell H. Lebermann, Jr.

Lee S. Isgur

Robert E. Lewis

(1) Notwithstanding anything to the contrary set forth in any of the Company s previous or future filings under the
Securities Act or the Exchange Act, this Report of Audit Committee shall not be incorporated by reference in any such
filings.
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ITEM11. EXECUTIVE COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS

This section provides an overview and analysis of our compensation program and policies, the material compensation decisions we have made
under those programs and policies and the role of the Governance and Compensation Committee of the Board of Directors in setting
compensation programs and policies. This section also discusses the material elements of the compensation of each of the executive officers as
of December 31, 2006 identified below, whom we refer to as our Named Executive Officers :

e  Frank J. Fertitta III, Chairman of the Board and Chief Executive Officer;
e Lorenzo J. Fertitta, Vice Chairman of the Board and President;

e Glenn C. Christenson, Executive Vice President, Chief Financial Officer, Chief Administrative Officer and
Treasurer;

e  William W. Warner, Executive Vice President and Chief Operating Officer; and

e Scott M Nielson, Executive Vice President and Chief Development Officer.

This section is intended to help you understand the detailed information provided in the compensation tables and related disclosures set forth
below and to help you put that information into context within our overall compensation program.

As discussed elsewhere in this Amendment No. 1 on Form 10-K/A, the Company entered into an Agreement and Plan of Merger with Fertitta

Colony Partners LLC ( FCP ) and FCP Acquisition Sub ( Merger Sub ) on February 23, 2007 (the Merger Agreement ), pursuant to which Merger
Sub will be merged with and into the Company, and as a result, the Company will continue as the surviving corporation (the Merger ). In
anticipation of the Merger there have been no increases in annual salaries for the Named Executive Officers, no additional stock options or

restricted stock awards granted to the Named Executive Officers and no changes to the compensation plans and policies for 2007. See Certain
Relationships and Related Transactions, and Director Independence Merger Agreement below for additional information regarding the Merger
Agreement.

On March 29, 2007, the Company and Mr. Christenson entered into a Separation Agreement and General Release, pursuant to which

Mr. Christenson s employment with the Company terminated effective March 30, 2007. See Summary Compensation Table Discussion of
Summary Compensation Table and Grant of Plan-Based Awards Table Separation Agreement and Release with Mr. Christenson for additional
information. On March 28, 2007, Thomas M. Friel was appointed as Executive Vice President, Chief Accounting Officer and Treasurer of the
Company, effective March 30, 2007. Upon the effectiveness of the termination of Mr. Christenson s employment, Mr. Friel succeeded

Mr. Christenson as the principal financial officer and principal accounting officer of the Company.

Governance and Compensation Committee

The Governance and Compensation Committee, currently comprised solely of independent directors (as independence is defined in

Section 303A.02 of the NYSE listing standards), meets periodically to discuss matters relating to the nomination of directors and corporate
governance policies in addition to compensation matters which include reviewing and taking action regarding terms of compensation,
employment contracts, pension matters that concern officers and key employees of the Company and grants of stock options and restricted stock
awards to employees.

The current members of the Governance and Compensation Committee are Lowell H. Lebermann, Jr., Chairman, James E. Nave, D.V.M.,
Lee S. Isgur and Robert E. Lewis, who comprise all of the independent members of the Board. Per the Governance and Compensation
Committee s charter,
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members are appointed by the Board of Directors. The Governance and Compensation Committee s chairperson is designated by the full Board
of Directors. Mr. Lebermann has served as the Chairman of the Governance and Compensation Committee since 2001. The Governance and
Compensation Committee met seven times during 2006.

The Governance and Compensation Committee operates under a written charter adopted by the Board of Directors and is responsible for shaping
and maintaining the Company s compensation policy by (i) reviewing and approving all elements of the total compensation program for the
Company, (ii) aligning the total compensation program with stockholders interests and the Company s business strategy and (iii) assuring
stockholders that the compensation programs are effective, responsible and competitive when compared to similarly situated organizations.

Steps that are taken to fulfill the responsibility of the Governance and Compensation Committee in shaping and maintaining the Company s
compensation philosophy are:

e reviewing and approving corporate goals and objectives relevant to the compensation of the Chief Executive
Officer and the other executive officers;

e evaluating the performance of the Chief Executive Officer and the other executive officers in light of these goals
and objectives;

e setting the compensation of the Chief Executive Officer and the other executive officers based on such evaluation;

e making recommendations to the Board of Directors with respect to the Company s incentive-compensation plans
and equity-based plans; and

e reviewing the level and type of perquisites and other personal benefits provided to the Chief Executive Officer
and other executive officers, taking into account their levels of salary and other compensation, the value of similar
benefits provided at comparable companies and the value of such benefits given to such officers in past years.

In addition, the Governance and Compensation Committee evaluates and recommends candidates for election as directors, makes
recommendations concerning the size and composition of the Board of Directors, implements the Company s corporate governance policies and
assesses the effectiveness of the Board of Directors.

The Governance and Compensation Committee s written charter is available on the Company s website at www.stationcasinos.com. Printed
copies are also available upon request directed to the Company s Corporate Secretary.

Compensation Philosophy and Objectives

The Company believes that it is necessary to establish compensation programs and related opportunities that are designed to attract and retain
those individuals needed to successfully implement the Company s strategy and motivate individuals with a long-term vision for the Company.
These programs and opportunities have to be balanced with the cost to the Company and its stockholders. In order to arrive at a proper balance,
the Company has established the following compensation philosophy and guidelines:

e employment agreements determine the salary which provides the basic level of compensation for performing the
job expected of the Named Executive Officers;

e cash bonus awards are used as an incentive for attainment of the Company s financial performance in a particular
period; and

11
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e restricted stock awards are used to provide a long-term incentive and align the interests of our executives with
those of our stockholders.

The Governance and Compensation Committee s primary objectives in setting compensation policies are to develop a program designed to attract
and retain those individuals needed to successfully implement the Company s strategy and to reward them relative to the Company s performance.
The Governance and Compensation Committee sets compensation policies to promote profitable growth and to retain highly talented, motivated
individuals with a long-term vision for the Company. The Governance and Compensation Committee also seeks to align the financial interest of
the Company s executives with that of its stockholders. To achieve this goal, the Governance and Compensation Committee believes that a
significant portion of the Company s executives compensation should be atrisk and tied to the achievement of annual and long-term corporate
performance criteria.

The Company s executive compensation program is designed to achieve the following objectives:

attract and motivate experienced executives in light of the competitive realities of our industry;

retain talented individuals;
e align our compensation strategy with our business objectives, including enhancing stockholder value; and

e support a culture of strong performance by rewarding employees for results.
These objectives underlie our compensation philosophy and all compensation-related decisions.

Each element of our compensation is intended to generally match, in cost and type, the corresponding component offered to executives in similar
positions in similar organizations. Each of the elements of the Company s compensation and benefit programs are discussed and illustrated
below. Unless otherwise stated, all elements are accrued as an expense and are deductible to the Company as compensation expense.

Compensation Program Design

The executive compensation program is designed with our executive compensation objectives in mind and is comprised of various cash and
equity compensation methods over a short-term and long-term payment structure in order to recognize and reward executives for their
contributions to the Company today and in the future.

There is some variation in the overall mix of compensation paid directly to each Named Executive Officer. In order to determine the proper
allocation and value, the Governance and Compensation Committee uses benchmarks to provide guidance. In order to establish the benchmarks,
each year the Governance and Compensation Committee identifies a group of casino and gaming companies (the Peer Companies ) that it
believes are the Company s competition for executive level employees. For the year ended December 31, 2006, the Peer Companies consisted of
Harrah s Entertainment Inc., MGM Mirage, Boyd Gaming Corp., Las Vegas Sands Corp., Penn National Gaming Inc., Trump Entertainment
Resorts, Inc. and Wynn Resorts Ltd.

The Governance and Compensation Committee generally meets during the first quarter of each fiscal year to review and vote on the Named
Executive Officers base salaries and equity grant awards, if any, for the current year. Bonus payments to be paid to the Named Executive
Officers for the preceding year, which are administered pursuant to the Senior Executive Annual Bonus Plan described in more detail herein, are
also evaluated, discussed and voted on at this first-quarter meeting. This timing corresponds with the Governance and Compensation
Committee s annual performance reviews of our Chief Executive Officer and the other senior executives of the Company and also enables us to
consider the Company s performance during the prior year, as well as our expectations for the current year. The Governance and

12



Edgar Filing: STATION CASINOS INC - Form 10-K/A

Compensation Committee approves the Named Executive Officers base salaries, equity grants and bonus awards after considering the
recommendations presented by the Chief Executive Officer at this meeting.

Roles of Management in Compensation Decisions

Executive officers and other management play a significant role in the compensation-setting process. The Chief Executive Officer annually
reviews the performance of our senior executives and, based on these reviews, recommends to the Governance and Compensation Committee
compensation for all senior executives, other than his own. The Governance and Compensation Committee, however, has the discretion to
modify the Chief Executive Officer s recommendations and makes the final decisions regarding material compensation to senior executives,
including base salary, annual bonuses and equity awards. The Chief Executive Officer and other senior executives typically are invited to attend
Governance and Compensation Committee meetings, from time to time, except when their own compensation is being discussed or determined.

Role of Outside Consultants in Establishing Compensation

The Governance and Compensation Committee has the authority to engage the services of independent legal counsel, consultants and subject
matter experts in order to analyze, review and recommend actions with regard to director compensation, executive officer compensation or
general compensation and plan provisions. The Company provides appropriate funding for any such services commissioned by the Governance
and Compensation Committee. The Governance and Compensation Committee retains a nationally recognized human resources consulting firm,
Towers Perrin, to assist with the design, implementation and communication of the Company s compensation program. The Committee will
continue to engage external consultants for the purposes of determining the Chief Executive Officer s and other senior executive officers
compensation.

The Governance and Compensation Committee utilizes outside consultants, such as Towers Perrin, to facilitate in the gathering of data regarding
our Peer Companies from published executive compensation surveys and proxy statements filed with the SEC and to review the external
competitiveness of the Company s executive compensation program. Data compiled by Towers Perrin regarding the Peer Companies is used to
benchmark senior executive compensation, including base salary, bonus and long-term incentive pay. Due to the highly competitive nature of the
gaming industry, the Company targets the higher end of the Peer Companies compensation practices in order to attract and retain the most
talented executives.

During 2006, Towers Perrin was engaged to evaluate both existing senior executive total direct compensation and non-management director pay
and their competitiveness against the Peer Companies. The results showed that the Company s top executives received compensation packages
within the mid- to upper tercile range of practices of the Peer Companies. In addition, the results of their analysis showed that our current fee
structure for members of the Board of Directors is within the upper tercile range of practices of the Peer Companies, depending on the
comparative factors used.

The Governance and Compensation Committee has engaged Towers Perrin to provide similar services in 2007.
Elements of Compensation Program

The Company s executive compensation program consists of the following components: base salary, senior executive annual bonus plan,
long-term incentives (including stock option grants, restricted stock awards and participation in long-term stay-on incentive plans), retirement
and other benefits and perquisites.
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The Company targets overall compensation levels competitive with our Peer Companies. The various components of executive compensation
reflect the following elements:

Base Salary

As part of its strategy to attract and retain high quality executive employees, the Governance and Compensation Committee has established a
policy to pay executive base salaries based on competitive base salaries paid by the Peer Companies, with the Company s salaries being at or near
the high end of the range. Actual salaries are determined based upon an assessment of the individual s contribution and value to the organization
and the competitive market for that position. The annual base salary for each Named Executive Officer is set forth in his employment agreement
with the Company. Base salaries are reviewed annually and may be adjusted (for increase but not for decrease) based on an evaluation of the
executive s performance in conjunction with a review of compensation received by individuals holding similar positions at the Peer Companies.

Adjustments in base salary may be attributable to any of the following factors:
e merit increases as a reward for meeting or exceeding objectives;

e market increases as a result of a competitive market analysis or in coordination with a long-term plan to pay a
position at a more competitive level;

e promotional increases as a result of increased responsibilities associated with a change in position or
organizational change; and/or

e retention increases as a result of senior executives being recruited by or offered a position by another competitor.

The amount of a Named Executive Officer s base salary is the reference point for determining the other elements of his compensation package.
For example, the relative range of potential annual incentive awards to each Named Executive Officer is based on a percentage of such Named
Executive Officer s base salary. In addition, base salary is a component of the contribution formula under the Company s retirement plans and is
the key component in determining change-in-control-related payments under the Named Executive Officers employment agreements.

Effective April 1, 2006, the base salaries for the Named Executive Officers under their respective employment agreements are as follows:
$2,250,000 for Frank J. Fertitta III, $1,740,000 for Lorenzo J. Fertitta, $1,200,000 for Mr. Warner, $1,020,000 for Mr. Christenson and $960,000
for Mr. Nielson. In anticipation of the Merger, the Governance and Compensation Committee determined that the 2007 annual base salaries for
the Named Executive Officers would remain the same as the salaries paid to such Named Executive Officers in 2006.

Senior Executive Annual Bonus Plan

The Senior Executive Annual Bonus Plan was approved by the Company s stockholders in 2004 to provide participating executive officers
incentive compensation, through additional cash or equity, for their significant contributions toward improved profitability and growth of the
Company as determined by the achievement of pre-established performance goals. The Senior Executive Annual Bonus Plan is designed to
ensure that annual incentive awards paid to participating executive officers will be fully taxable as performance-based compensation, as defined
by the regulations under Section 162(m) of the Internal Revenue Code of 1986, as amended. Each year, the Governance and Compensation
Committee approves which executive officers will participate in the Senior Executive Annual Bonus Plan prior to, or at the time of, the
establishment of the Company s performance goals for the year. In 2006, each of the Named Executive Officers was a participant in the Senior
Executive Annual Bonus Plan.
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The purpose of the Senior Executive Annual Bonus Plan is to focus each executive on the attainment of financial objectives that the Governance
and Compensation Committee believes are primary determinants of the Company s share price over time. Each year specific goals based on
objectives contained in the Senior Executive Annual Bonus Plan are approved by the Governance Compensation Committee. For 2006, a
specific goal based on earnings before interest, taxes, depreciation and amortization ( EBITDA ) are approved by the Governance and
Compensation Committee under the Senior Executive Annual Bonus Plan. The amount of the target award is determined by comparison of
actual EBITDA versus the Company s EBITDA goal. The actual award may vary from zero to 233% of each Named Executive Officer s base
salary. The Governance and Compensation Committee has retained the ability to award a discretionary bonus.

For 2006, the Governance and Compensation Committee set an EBITDA goal of $545 million to $565 million for the Named Executive
Officers. If this goal was reached, the Chief Executive Officer would have received a target bonus of 200% of his base salary, Lorenzo J. Fertitta
would have received 150% of his base salary and the other Named Executive Officers would have received 100% of their base salary. For the
year ended December 31, 2006, the EBITDA goal set by the Governance and Compensation Committee was not reached, and as a result, th