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27 years ago...

Las Vegas was t hri vi ng.

Tourists were fillingupthe Strip and Downt own
hot el casi nos.

Busi ness was boom ng.

But sonmet hi ng was m ssing. . .
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Station Casi nos
begi ns operating
“the Casino”, a
5,000 square foot
space with 100

sl ot nmachi nes at
the site now known
as Pal ace Station.

The Casi no
continues to
expand, and the
nane of the
property is
changed to

“Bi ngo Pal ace”.

The property

doubles in size in

1984,

is rethened

and becones known

as “Pal ace Station

Hot el

& Casi no”.

St ation Casi nos
goes public in
May 1993. At the
tinme, the Conpany
had only one

maj or casino —
Pal ace Stati on.

Boul der Station
opens in August
1994. To this
day, the property
generates one

of the highest
returns on

i nvest nent of any
maj or casino in
Las Vegas.

Texas Station
opens and
continues to
expand over tine
in one of the
fastest grow ng
areas in the

Las Vegas valley.

Sunset Station
opens and
generates the

hi ghest first-
year cash flow
of any Station
Casi nos’ property
built to date.

About the Company

The Conpany
enters into

a nanagenent
agreenment with
the United
Aubur n | ndi an
Communi ty.

The Company rolls
out the highly
popul ar affinity
card — the

Boar di ng Pass,

whi ch al | ows
custonmers to both
redeem as well as
accumul ate points
at any Station
Casino — a

I ocal s’ market
first.

Station Casinos
acquires Santa Fe
Hotel and Casi no
and renanes the
property Santa Fe
Station in

Cct ober 2000. The
mast er pl anni ng
process begins
imedi atel y and
significantly

i ncreases the
size and

ent ert ai nnent
options at the
property.

Solidifying its
position as the

| ocal s’ mar ket

| eader, in
January 2001, the
Conpany acquires
the Fiesta Casino
in North Las
Vegas and the
Reserve Hotel and
Casino in

Hender son. The
Conpany expands
the “Fiesta”

brand by renaning
the properties

Fi esta Rancho and
Fi esta Henderson,
respectively. In
Decenber, 2001,

t he Conpany opens
the very popul ar
Geen Valley
Ranch Stati on.

Station Casinos is the premier provider of gaming and entertainment for residents of the Las Vegas Valley. Our franchise currently
includes eight major gaming and entertainment facilities and three smaller casinos. Our properties are easily accessible from
anywhere in the Las Vegas Valley, with more than 80 percent of the population living within a five-mile radius of one of our properties.

Nearly all of our properties are master-planned for expansion, enabling us to incrementally add to our existing properties as demand

dictates. We also own or control what we believe is the best portfolio of undeveloped, gaming-entitled real property in the Las Vegas
locals’ market. In addition, we manage Thunder Valley Casino on behalf of the United Auburn Indian Community near Sacramento,

California and have entered into agreements with other Native American tribes to manage casinos on their behalf.

I'n June 2003,

the United Auburn
I ndi an Conmmunity’s
Thunder Vall ey
Casi no opens.
Under Station

Casi nos’

supervi sion, the
property is built
and opened in

j ust eight

nmont hs.



Station Casinos, Inc. 2003 Annual Report

Then Frank Fertitta, Jr. had an idea...
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1977...

Bi ngo Pal ace opened its doors and
| ocal s gam ng was born.



2003...

When you create a market, you know it inside and out.

It’s yours.

But to keep that market, year after year,

you have to | ead, i nnovate, be a good nei ghbor,
remenber how you got there and define your future.
Locals’ gam ng was founded on the sinple concepts of
quality and value with friendly and personal service.
Stati on Casi nos has been delivering on these
concepts for nearly three decades.
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Return on Investment

In addition to being a leader in our market,

we are also an industry leader in cash returns on invested capital.

Source: Total assets divided by 2003 EBITDA,

derived from SEC filings and company press releases.
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Sonoma Cel | ar St eakhouse, Sunset Station




Station Casinos, Inc. 2003 Annual Repol

\







Fado Irish Pub, Geen Valley Ranch Austi ns St eakhou:




Char coal Room St eakhouse, Santa Fe Station
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Define the future.

Very few companies can match our growth profile. Over the next three years we will build and open Red Rock
Station, expand Green Valley Ranch Station and Santa Fe Station, as well as open two new casinos for our Native
American partners. In addition to this unit growth, we also expect to continue to grow organically at our core

Las Vegas properties as the Las Vegas population continues to expand.

However, our vision is not just for the next three years. We have an inventory of properties in Las Vegas that we
can develop as business conditions dictate. In addition to Red Rock Station we have two other prime pieces of
gaming-entitled property on the rapidly growing west side of Las Vegas as well as the Wild Wild West site, which
has an exceptional location that will appeal to tourists as well as local customers. Due to the fact that there are

a limited number of developable gaming sites left in the Las Vegas valley, and we control a number of those sites,

Technol ogy in Marketing

we are going to play a significant role in the timing of new development in the Las Vegas locals’ market.

Station is on the |eading edge of technology and innovation, offering the |atest gam ng products avail able
on the market. Whether it’'s a new slot product or a progressive bingo jackpot, unique gam ng options can be
found at any Station Casino including Xtra Play Cash, Bounce Back, Kiosks, Mboardingpass.com Junbo Bingo,
Junbo Poker, Junbo Jackpots or Jumbo Penni es. portion of the population growth of Las Vegas by simply expanding our existing facilities.

In addition, all of our existing properties are master planned for future growth. We can capture a significant
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i In 2006, we will again raise

g the standard of |ocal and regional
o entertainnent. ..

Projected opening of the North Fork Band of Mono Indians’ facility in Madera, California*

rojected opening of Graton Rancheria Tribe’s project in Sonoma County, California*
Projected opening of Graton Rancheria Tribe’s p )

Projected opening of Gun Lake Tribe’s project in Western Michigan *
Projected opening of Mechoopda Tribe’s facility near Chico, California*

Santa Fe Station expansion completed

Expansion of Green Valle
Opening of Red Rock Station

Endof 2004 2005 2000 o 2007

New Project Timeline

*Station Casinos’ participation in these projects
is subject to the receipt of all required governmental approvals.

See forward-looking statements.

Red Rock Station

Located at the intersection of |-215 and West Charleston Boul evard in Summerlin, the Red Rock Station
site is situated in the heart of the best selling master-planned community in the country and will be
adj acent to a new regional mall that will begin devel opnent in 2005 or 2006. The site has great visibility,
access and ingress/egress. Devel opnent of Red Rock Station is expected to begin in md-2004 and open
sonetime in |late 2005 or early 2006. W believe Red Rock Station will be a prem er Las Vegas |ocals’
property for years to cone.
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80% —
Station Casinos
60% [—
ek Er [R3E0rE (Cren Grow with good partners.
40% |—
— Caesars Entertai nnent
Harrah’s Entertai nnent
20% |—
MGM M r age
An important part of our culture is to be a good partner, whether it is with our tribal partners, other business
0% entities or our fellow team members. Each of the partnerships requires us to understand and respond to the needs
and desires of our partner.
10 years 5 years 3 years 1 year
In our tribal partnerships, we first and foremost recognize that the casino belongs to the tribe and that it is our
Annual Total Return job to help them design, develop and operate this critically important economic asset. Each project gets the same
Source: Wall Street Journal care and attention to detail as if we were developing it for ourselves, but we design and operate each property to

reflect the sensitivites and aspirations of each partner. In our Native American franchise, that means we work
closely with tribal leadership to ensure that the project represents the tribe’s desires. We are pleased that we are

playing an important role in helping our partners reach economic independence.

We recognize that our employees, whom we refer to as team members are also partners in the success of our

Company. We focus on providing a work environment that our team members can enjoy. We believe we are an
employer of choice and work hard to maintain that distinction. As a result, our team members are very active
in the community, not only giving money, but actively volunteering their time to organizations that make a

difference in our community. We could not be more proud of our team member partners.

Being a good partner also means recognizing that there are differences among us. We have designed not only
our internal communications, but also our external communications, such as advertising, to reflect the language

and cultural differences in the communities in which we do business.
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30,397

4,000 slots to be added with Tribal Partners

2,700 slots to be added in Las Vegas

3,000 slots added with Tribal Partners
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"Wth Thunder Valley Casino, we've raised the st tive
American gaming industry. W | ook forward to wor Stati on Casinos
to continue the success of Thunder Valley, which ¢ independence
for our Tribe."
—Jessi ca Tavares, Tr
2003 2004 2005 2006 Thereafter Uni ted Auburn |ndia e Auburn Rancheria

of California

Projected Number of Station Casinos’

Slot Machines Owned or Managed The United Auburn Indian Conmunity (UAIC) is the successor to the Auburn Band, a conmunity of M wok and
Mai du | ndi ans that nmanaged to survive the depredations of the 19th century as a cohesive band residing in

a village outside the City of Auburn. The Auburn Indian Rancheria, on which the band |ived, was conprised

of 20 acres acquired in trust by the Federal Governnent in 1917, and another 20 acres acquired in 1950. In

1967, pursuant to the now repudi ated Rancheria Act, federal recognition of the Auburn Band was terninated

. : and the Rancheria was distributed to individuals in fee. After many years of hard work by the descendants
with fiveTribal Partners. of the Auburn Band, Congress passed the Auburn Indian Restoration Act in 1994 that restored the Tribe's

See forward-looking statements. federal recognition and directed the Departnent of Interior to take land into trust in Placer County on

its behal f.

Current and projected figures.

Projected figures based on management contracts

Once restored, the UAIC worked closely with Placer County, neighboring cities and citizens to select the
| ocation of the property to be placed in trust and entered into a Menorandum of Understanding to mitigate
any potential off-reservation inpacts of the proposed devel opnent.

The Tribe's Thunder Valley Casino opened in June 2003, and continues to draw record crowds. The facility
is now consi dered one of the nobst successful casino operations in the world.
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"I am very excited about the agreenents we have with Station Casinos. A ganming facility
will provide our Tribe the opportunity to becone economically self-sufficient. W |ook
forward to working with Station Casinos as they help us realize our goal."

—Steve C. Santos, Tribal Chairnman

Mechoopda Indian Tribe of Chico Rancheria, California

3

Bef ore European contact, the Mechoopda Tribe of the Chico Rancheria used and occupied |ands in the present
day counties of Butte, Yuba, Sutter and Sacranento, California. The Tribe's federal status was term nated
in 1967 and on May 4, 1992 the Assistant Secretary for Indian Affairs restored the Tribe's federal status.

I'n 2001, approxinmately 645 acres were acquired on behalf of the Tribe and a fee-to-trust application was
subm tted requesting the transfer of the land to the United States as trustee for the Tribe.

On March 18, 2003 the National Indian Gami ng Conmmission determ ned that the 645 acres are |ndian Lands
as defined by the Indian Gaming Regul atory Act and the National |ndian Gam ng Conmi ssion regul ations.
As a result, the Tribe may conduct gaming on the |and when the land is taken into trust.

The Tribe is actively seeking a Tribal-State Gami ng Conpact with the State of ifornia and pl acenent
of land into trust by the federal governnent.

47

advi ce and counsel
rocesses required to

"As our devel opnent partner,
t hroughout the rigorous state
way to self-sufficiency."”

—Greg Sarris, Tribal Chairman

Station Casinos, Inc. 2003 Annual Report

have been inval uabl e
nove the Tribe on its

Federated Indians of the G aton Rancheria

Sonoma and Marin Counties, California

The 990- nenber Federated |ndians of the Gaton Rancheria is conprised of Coast M wok and Southern Ponp

I ndi ans who are native to what is now Southern Sonoma and Marin counties. The Tribe's ancestors lived in
the Sonoma and Marin County areas for thousands of years, yet in 1958 when the U S. Congress passed the
California Rancheria Act, the federal government term nated their status as a federally recognized tribe

and distributed to private owners the land it had held in trust for the Tribe.

I n Decenber 2000, the Graton Restoration Act was signed into |law restoring the Tribe's federal recognition

but not its land base; to this day the Tribe renmains |andless. After investigati

ng nunerous alternatives,

the Tribe determned that a gaming facility was the only econonic devel opnent opportunity that could

generate enough revenue to neet the education, health care and housing needs of

conducted a conpetitive request-for-proposal process and selected Station Casinos as its deve
managenent partner. After an extensive search to find a suitable location, the Tribe annag
2003 that it had optioned land in Rohnert Park, California for its proposed ganm ng and ent

The Tribe awaits a gam ng conpact with the State of California and the placenent
the federal governnent.

The

its nenbers.

of | anc
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Iy helpful in assisting us in our first steps towards “Fol | owi ng an extensive search, the GQun Lake Tribal Council selected Station Casinos
ndation for our tribal menbers. W are happy to have as our devel opment and managenent partner. We were nost inpressed with their |eve
hem as we begin to plan for our Tribe's future." of expertise and the Conpany's denonstrated val ues and phil osophies that are
consistent with those of the Tribe.”

"Station Casino
buil ding a strong
the partnership

— El ai ne Bethel -Fink, Tribal Chairwonan
—D. K. Sprague, Tribal Chairman
North Fork Mono Rancheria prag
- North Fork, California Mat ch- E- Be- Nash- She- W sh Band of Pottawaton |ndians of M chigan

The Gun Lake Tri be

The ances 5] e 300-nenber CGun Lake Tribe lived in the Western M chigan area for hundreds of years,
maki ng t g%s al ong the banks of the Grand, Thornapple and Kal amazoo Rivers. A series of actions
by the al vernment over the last 200 years resulted in the gradual relocation of the Tribe fromits
reserva | and, ultimately, the illegal termnation of the Tribe's federal status.

After decades
2y

several generations of descendants of the original band, the federal governnent
restored i

nition status in 1999. Following its recognition, the Tribe announced that it

. intend tertainnment facility in Bradley, Mchigan that will be designed to
L' appeal
Thi s the Friends of Gun Lake Indians (FOGLI), a 6,000-nenber group of neighbors

Long before Spanish and European settlers canme to California, the Mono were at hone in the foothills of Wale) ehal f of the Tribe's efforts. The Tribe intends to use revenues from the gam ng
the Sierras in the area of what is now the town of North Fork. Hi story has seen them struggle for their pro cand for a reservation, provide housing, establish an elder-care facility, a health
rights as indigenous people, a fight that saw themregain federal recognition in 1983. Now 1,326 in nunber, car ational and cultural prograns for tribal nenbers, a tribal admnistrative center and a
and | ed by Chai rwoman El aine Fink, they are determned to attain self-sufficiency, an achievenent that wll cult nd nuseum
mean adequate housing, educational opportunity, senior care, econonic devel opnent, health care and the \
preservation of cultural resources for the people of the Tribe. Once only dreans, those goals now await A ganming conpact with the State of M chigan, which includes a revenue-sharing conponent for the State
a ganming conpact with the State of California and the placenent of land into to trust by the federal and | ocal governnents, was approved by both houses of the M chigan Legislature and awaits the Governor's
government in order to be realized through a gaming and entertainnent facility near the Gty of Madera. signature. The Tribe also awaits placenment of land into trust by the federal governnent.

—




50 Station Casinos, Inc. 2003 Annual Report

Mechoopda | ndian Tribe of Chico Rancheria
Chico, California

Uni t ed Auburn I ndian Community of the Auburn Rancheria
Lincoln, California
Sacr anent o

Federated | ndians of the Graton Rancheria
Sonoma and Marin Counties, California

San Franci sco

North Fork Mono Rancheria
North Fork, California

Fresno

Be a good neighbor.

ur commitment to the communities in which we operate 1s extensive and goes beyond merely job creation anc
O t t to th t hich t t d b d ly jok t d
tax generation. While the needs of every community vary, the need for a strong educational system is constant,
particularly when it comes to helping ensure that a community’s next generation of leaders is sufficiently prepared

to take on that responsibility.

We created our Smart Start program to help support the Las Vegas valley’s high-need elementary schools.
Through this program, each of our 11 properties partners with a local high-need elementary school. In addition
to substantial financial contributions, our 10,000 team members donate thousands of volunteer hours at these
schools to help ensure that every child is provided with the tools, opportunities and guidance that will give
them the opportunity to succeed as adults.

G and Rapi ds

Kal amazoo . - . . o .
Our Caring for Our Community program has also touched the lives of thousands of Clark County residents.

Through this program, we provide significant financial contributions to local non-profit organizations. More
g g 8 8
Mat ch- E- Be- Nash- She- W sh Band of Pottawatoni |ndians importantly, we also provide these organizations with public awareness campaigns aimed at building awareness

(Conmonly known as the Gun Lake Tri be) of the important contributions they make to improve the quality of life in Southern Nevada.
Bradl ey, M chigan

Another part of being a good neighbor is recognizing and promoting the value of diversity within the community
o O O O o O Vi i
and workplace. Our Diversity Task Force works continuously to achieve diversity goals by developing partnerships
with minority and women-owned businesses and recruiting, training and advancing talented people of different
racial and cultural backgrounds. We recognize that embracing and valuing these differences makes us a stronger

company and a better corporate citizen.
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Minority
Opportunities

Areas of Giving

Our charitable giving priorities reflect our belief
that these are the areas of greatest need and where our time
and financial contributions can have the

greatest impact.

Smart Start Program

An inportant part of our charitable activities is our Snmart Start Program which aids high-need
el enentary schools. Through this program we provide not only financial assistance, but our team
menbers actively donate their time to help kids get a good start in life.
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Bel | St. Jude Ranch for Children

Qper ation School

Qperation School Bell is one of our Caring for the Community Partners. Through this organization Since 1967, St. Jude's Ranch for Children has been a safe haven for Southern Nevada's abused and
students receive school supplies and new clothes to start the school year which helps build abandoned children. Each year, we provide financial contributions to the Ranch, which provides
their self-esteem and gets themready to |earn. a nurturing home environnment to those who need it nost.
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Dear Fellow Shareholders

As we look back, 2003 marked an inflection point in the history of our Company. We enjoyed record revenues
and earnings from our Las Vegas locals’ market franchise, we initiated our management services franchise with the
successful opening of Thunder Valley Casino for the United Auburn Indian Community and we developed a

solid financial platform for sustained visible earnings growth for the foreseeable future.

Las Vegas Locals’ Market Franchise

We continue to believe that the Las Vegas locals’ market affords us the opportunity to operate the best business
model in the gaming industry. In 2003, with the local economy continuing to improve after September 11, 2001, our
team was able to generate record results with 4% growth in net revenues, to over $920 million, and 6% growth in
adjusted earnings before interest, taxes, depreciation and amortization, to over $316 million, from our same store
operations (includes 100% of Green Valley Ranch Station). These results were produced through the excellent work

of our 10,000 team members in Las Vegas and through the use of innovative technology in our marketing efforts.

One creative way we use technology is through our “Jumbo” brand product offerings. In April 2003,
working in cooperation with our strategic partner, Acres Gaming, we introduced Jumbo Jackpots. This innovative
way in which customers can “win without winning” helped drive this year’s improved results. Jumbo Jackpots is
Big Brothers Big Sisters the third Jumbo product offering we have rolled out after the very popular Jumbo Bingo and Jumbo Poker. These
exclusive products give our customers more value for their entertainment dollar. Our customers’ recognition
W [reve msively suEEert sl e Ereiiers Blg & siers over e vEmrs im he s sierts e b of this added value was demonstrated by the significant increase in sign-ups during 2003 for our highly popular

the lives of young peopl e. affinity card, the Boarding Pass. In eatly 2004 we rolled out the next Jumbo product — Jumbo Pennies.
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Another factor in our success was the strength of the Las Vegas economy. According to the Center for
Business and Economic Research at the University of Nevada Las Vegas, the Las Vegas population increased almost
5% in 2003. We also saw a very strong construction industry in 2003 with more than 25,000 new homes sold,
another record for Las Vegas. One factor contributing to the strength of the local economy was the continued
development on the Strip. Construction of the Hotel at Mandalay Bay, expansions at the Venetian, Bellagio and
Caesars Palace, and, of course, the ongoing development of Wynn Las Vegas all helped fuel the Las Vegas economy.
We believe Las Vegas will continue to grow at these exceptional rates due to the positive tax environment, great
climate and the entertainment options available here. The jobs created by our strong economy, plus the growing

senior population, point to continued opportunities to expand our customer base in this market.

When we went public ten years ago, our vision was to be the premier operator in locals’ gaming and
entertainment. The continued growth of Las Vegas has confirmed our long-term strategy, and that vision has

now been realized.

While it is hard to single out any one property this last year, we were very pleased that Green Valley Ranch
Station was awarded the AAA Four Diamond Award as well as being voted “Best Locals’ Casino” for the second
year in a row. Green Valley Ranch Station generated a nearly 20% return on investment in only its second full year
of operation. This gives us great confidence as we begin the development of Red Rock Station in 2004.

Management Services Franchise

In 2003, we also successfully launched a new business franchise -- managing and developing gaming operations
for Native American tribes. In June we opened and began operating the Thunder Valley Casino, just outside of
Sacramento, California, for the United Auburn Indian Community. We were able to construct Thunder Valley
in just eight months by working with our highly qualified team of designers, contractors, architects and internal
construction staff. Although built in record time, Thunder Valley is one of the most attractive Indian gaming
properties in the United States. We appreciate the confidence the United Auburn Indian Community has shown

in us and we sincerely value our strategic partnership with the tribe.

Also during 2003, we entered into management and development agreements with the Federated Indians
of Graton Rancheria to develop a casino in Sonoma County California, the Match-E-Be-Nash-She-Wish Band
of Pottawatomi Indians (Gun Lake Tribe) in western Michigan, the Mechoopda Indian Tribe of Chico Rancheria
in Northern California, and more recently, the North Fork Rancheria of Mono Indians of California. We have
enjoyed working with these tribes and look forward to helping them reach economic self-sufficiency by bringing

these opportunities to fruition.

We are very excited about expanding this franchise. We have seen successful business models in other
industries that focus on management services, and believe we can apply that model successfully to the gaming
industry. This franchise allows us to be rewarded for exporting our knowledge of developing and managing locals’
casinos while limiting our capital requirements. We pioneered the business of catering to a local market and
through this franchise we can use that knowledge to help Native American tribes toward their goal of economic

independence.

Sometimes investors ask, “Why do tribes select Station Casinos as opposed to a larger gaming company?”
We have been successful in expanding this franchise because we are industry leaders in return-on-investment,
operating margins and catering to a local market. We have had continuity in our senior management team and we
use a personalized approach in dealing with our tribal partners. We believe we are uniquely qualified to grow this

franchise and we look forward to entering into new relationships with other tribes.

59 Station Casinos, Inc. 2003 Annual Report

Platform for Sustained Planned Visible Earnings Growth

In 2003, we also set in place a platform for growth for the next several years. In December we began the 300-room
expansion of Green Valley Ranch Station. In addition to increasing the number of hotel rooms, this $110 million
project will also significantly expand the meeting space as well as the spa facilities there. An important piece of our
growth model beyond unit growth has always been the opportunity to expand existing facilities. Master-planned
expansions are demand driven and generally produce strong returns. We are very pleased with the initial results at
Green Valley Ranch Station where, along with our joint venture partner — the Greenspun family — we generated

a nearly 20% cash-on-cash return in just the second year of operation.

Also in 2003, we announced the expansion of Santa Fe Station Hotel & Casino. Santa Fe Station is located
in one of the fastest growing areas of Las Vegas. Its expansion will include a 16-screen movie theater complex,
additional gaming space, a complete upgrade of the existing bowling facilities, a new entertainment venue and bar,
as well as a Kid’s Quest child care facility. The expansion is expected to cost approximately $50 million and open
in March 2005. We will also build a new $7 million ice-skating rink at the Fiesta Rancho which will replace the

existing ice rink at Santa Fe Station.

In 2003, we also announced the construction time frame for the highly anticipated Red Rock Station,
which will be developed in the western part of Las Vegas at the intersection of 1-215 and West Charleston Blvd.
in Summerlin. Red Rock Station will set a new standard for Las Vegas locals’ gaming. The construction on the
$450 million-$475 million project will begin this summer and we expect it to open in late 2005 or early 2006.
Because of its location, the demographics of the surrounding area and the continued growth of Summerlin, we

believe that Red Rock Station will be the premier locals’ property in the Las Vegas valley for many years to come.
As a result, we believe we are developing projects which should yield sustained growth over the next three years:

n In 2004 with a full year of management fees from Thunder Valley;

n In 2005 with the opening of the expansions of Green Valley Ranch Station and Santa Fe Station, and
the projected openings of the Gun Lake project in Western Michigan and the Mechoopda facility near
Chico, California;

n In 2006 with the opening of Red Rock Station; and

n In 2006 or 2007 with the expected opening of projects for the Federated Indians of Graton Rancheria
in Sonoma County, California and the North Fork Band of Mono Indians in Madera County, California.

Very few companies can chart a visible growth story like that over the next few years.

Solid Financial Structure

As we look out over the next three years, our focus continues to be on developing ways to enhance shareholder

value. Taking a balanced approach to growth has always been a part of our overall financial strategy.

For example, in 2003 we focused on improving leverage ratios. We are pleased that as of December 2003,
pro forma for a full year of management fees from Thunder Valley, our debt-to-cash-flow ratio was 3.6 times.
As a result of the prudent approach we have taken with our financial structure, Standard & Poor’s upgraded their
outlook on our Company during the year and Moody’s recently upgraded their rating on our debt. Based on our
projected growth, we believe we can pay for a majority of our development capital expenditures over the next

three years from internally generated funds.
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Looking Ahead

In closing, we want to thank you for your continuing confidence and support. We also again want to thank our
12,000 team members for their exceptional efforts in providing excellent service to our guests and for the work they

do for our shareholders. We think we have the best team in gaming.

Our goal for 2004 and the next few years thereafter is simply to execute our strategy of focusing on
operations, maintaining flexibility in our capital structure, developing our existing opportunities — both internal
and for properties we manage — and creating new opportunities to enhance shareholder value. We are optimistic

as we enter 2004 that we can successfully achieve those goals.

April 2, 2004
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Frank J. Fertitta III Lorenzo J. Fertitta
Chairman and CEO Vice Chairman and President
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Fi nanci al Highlights

Years Ended Decenber 31,
(I'n thousands, except per share data) 2003 2002 2001 2000 1999

Statenent of (perations Data:

Net revenues $ 858, 089 $ 792, 865 $ 836, 857 $ 990, 060 $ 940, 663
Qperating i ncomne $ 141, 071 $ 145,910 $ 138, 335 $ 241,194 $ 27,065
Qperating incone and earnings fromjoint ventures $ 161, 675 $ 157,203 $ 140,839 $ 242,812 $ 28,871
Net inconme (loss) applicable to common stock $ 44, 343 $ 17,932 $ 19,369 $ 93,505 $ (44,758)
D luted earnings (loss) per connon share $ 0.72 $ 0. 30 $ 0.32 % 1.48 % (0.76)
i ght ed average common shares out standi ng 61, 850 60, 730 60, 037 63, 116 58, 692
Bal ance Sheet Dat a:
Capital expenditures $ 179,655 $ 20,138 $ 450,088 $ 358,763 $ 76,379
Total assets $1, 745,972  $1, 598, 347 $1, 656, 122  $1, 440, 428 $1, 276, 273
Long-term debt $1, 168,957 $1, 165, 722 $1,237,090 $ 989,625 $ 942,480
St ockhol ders' equity $ 339,939 $ 270,678 $ 248,904 $ 288,887 $ 216,801
Financial Overview
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF

FinanciaL CoNDITION AND RESULTS oF OPERATIONS

The following discussion and analysis should be read in conjunction with the financial statements and notes

thereto included elsewhere in this Annual Report.

REesurTts oF OPERATIONS

The following table highlights the results of our operations (dollars in thousands):

Year ended Year ended Year ended
December 31, Percent December 31, Percent December 31,
2003 change 2002 change 2001
Net revenues—total $ 858,089 8.2 % $ 792,865 (5.3)% $ 836,857
Major Las Vegas Operations @ 781,061 1.6 % 768,813 (8.6)% 797,213
Management fees © 46,711 862.5 % 4,853 616.8 % 677
Other Operations and Corporate © 30,317 57.9 % 19,199 (50.7)% 38,967
Operating income (loss)—total $ 141,071 (33)%  $145910 55% $ 138,335
Major Las Vegas Operations © 170,566 (7.9)% 185,170 7.3 % 172,539
Management fees ® 46,711 862.5 % 4,853 616.8 % 677
Other Operations and Corporate © (76,206) (72.8)% (44,113) (26.5)% (34,881)
Cash flows provided by (used in):
Operating activities $ 196,451 47.8 % $ 132,898 128% $ 117,768
Investing activities (184,317) (205.2)% (60,393) 87.6 % (485,398)
Financing activities (9,201) 88.4 % (79,283) (144.6)% 177,763

(a) The Major Las Vegas Operations include the wholly owned properties of Palace Station, Boulder Station, Texas Station, Sunset Station, Santa Fe Station, Fiesta Rancho

(since January 4, 2001) and Fiesta Henderson (since January 30, 2001).
(b) Includes management fees from Thunder Valley (since June 9, 2003), Green Valley Ranch Station (since December 18, 2001) and Barley’s.
(c) Other Operations and Corporate includes the wholly owned properties of Wild Wild West and Wildfire (since January 27, 2003), Southwest Gaming (sold September 30, 2001),

and Corporate and Development expense.
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Net Revenues

Consolidated net revenues for the year ended December 31, 2003 increased 8.2% to $858.1 million as compared to $792.9 million for the year
ended December 31, 2002. The increase in consolidated net revenues was primarily due to management and development fees of approximately
$40.3 million and $4.6 million, respectively, from Thunder Valley, which opened on June 9, 2003. We manage Thunder Valley in Sacramento,
California on behalf of the United Auburn Indian Community (“UAIC”) and receive a management fee of 24% of the facility’s net income, as defined.

Combined net revenues from our Major Las Vegas Operations increased 1.6% to $781.1 million for the year ended December 31, 2003 as
compared to $768.8 million for the year ended December 31, 2002. The increase in combined net revenues was primarily due to the overall
population growth in the Las Vegas valley, as well as the introduction of Jumbo Jackpot in April 2003. Jumbo Jackpot is an exclusive progressive
slot jackpot that allows our Boarding Pass card members the opportunity to win between $50,000 and $150,000 just for playing slot machines at
the Station properties. The increase in revenues was partially offset by a short-term slowdown in our business during the first part of 2003, as our
customers were distracted by the events leading up to and including the war in Irag.

Consolidated net revenues for the year ended December 31, 2002 decreased 5.3% to $792.9 million as compared to $836.9 million for the year
ended December 31, 2001. The decrease in consolidated net revenues was due in part to the prior year including the operations of Southwest
Gaming, which was sold on September 30, 2001 and accounted for approximately $22.9 million of net revenue in 2001. In addition, revenues at
Sunset Station declined due to the impact from Green Valley Ranch Station, which opened on December 18, 2001, and is accounted for under
the equity method.

Combined net revenues from our Major Las Vegas Operations decreased 3.6% to $768.8 million for the year ended December 31, 2002 as
compared to $797.2 million for the year ended December 31, 2001. The decline in combined net revenues was due in large part to a decline
in revenues at Sunset Station due to the impact from Green Valley Ranch Station. Total net revenues from all properties that we manage
(including Green Valley Ranch Station) increased by 10.4% over the same period.

Operating Income/Operating Margin

In analyzing year-to-year comparative operating results, management takes into consideration the effect of certain charges and credits on
operating income. The following table identifies these charges and credits and the resulting operating income and operating margins, excluding
such charges and credits (dollars in thousands):

Years ended December 31,

2003 2002 2001
Operating income $ 141,071 $ 145,910 $ 138,335
Operating margin 16.4% 18.4% 16.5%
Certain charges/credits:
Thunder Valley development fee (4,595) — —
Impairment loss 18,868 8,791 4,001
Litigation settlement 38,000 — —
Preopening expenses — — 6,413
Gain on sale of properties — — (1,662)
Operating income, excluding certain charges/credits $ 193,344 $ 154,701 $ 147,087
Operating margin, excluding certain [karges/fredits 22.5% 19.5% 17.6%

Consolidated operating income, excluding certain charges/credits, increased 25.0% in the year ended December 31, 2003 as compared to
the year ended December 31, 2002. This increase is primarily due to management fees of approximately $40.3 million from Thunder Valley,
which opened on June 9, 2003. As a result, our consolidated operating margin, excluding certain charges/credits, improved 3.0 percentage points
in the year ended December 31, 2003 as compared to the year ended December 31, 2002.

Consolidated operating income, excluding certain charges/credits, increased 5.2% in the year ended December 31, 2002 as compared to
the year ended December 31, 2001. This increase is due to an aggressive cost containment program we implemented as part of our continued
focus on operating efficiencies and realizing synergies from the acquisition of Santa Fe Station, Fiesta Rancho and Fiesta Henderson and the
opening of Green Valley Ranch Station. As a result, our consolidated operating margin, excluding certain charges/credits, improved 1.9 percentage
points in the year ended December 31, 2002 as compared to the year ended December 31, 2001.
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The following table highlights our various sources of revenues and expenses as compared to prior years (dollars in thousands):

Year ended Year ended Year ended
December 31, Percent December 31, Percent December 31,
2003 change 2002 change 2001
Casino revenues $ 648,664 1.7 % $ 638,113 (3.2)% $ 659,276
Casino expenses 265,203 2.6 % 258,383 (10.2)% 287,637
Margin 59.1% 59.5% 56.4%
Food and beverage revenues $ 133,676 (0.1)% $ 133,811 (4.4)% $ 139,983
Food and beverage expenses 87,783 11.5 % 78,738 (8.1)% 85,719
Margin 34.3% 41.2% 38.8%
Room revenues $ 50,460 3.9 % $ 48,579 21 % $ 47,558
Room expenses 19,580 3.1 % 19,000 (1.5)% 19,289
Margin 61.2% 60.9% 59.4%
Other revenues $ 45,943 12.6 % $ 40,790 (34.4)% $ 62,179
Other expenses 15,452 (5.1)% 16,276 (54.3)% 35,620
Management fees $ 46,711 862.5 % $ 4853 616.8 % $ 677
Selling, general and administrative expenses $ 161,643 0.4 % $ 161,038 (3.0)% $ 165,977
Percent cyc net revenues 18.8% 20.3% 19.8%
Corporate expense $ 33,039 3.4 % $ 31,946 23.1% $ 25,952
Percent qf net revenues 3.9% 4.0% 3.1%
Earnings from joint ventures $ 20,604 82.4 % $ 11,293 351.0% $ 2504

Casino. Casino revenues increased 1.7% for the year ended December 31, 2003 as compared to the year ended December 31, 2002 due
to the same factors affecting the combined net revenues for our Major Las Vegas Operations. The casino profit margin decreased slightly by
0.4 percentage points for the year ended December 31, 2003 as compared to the year ended December 31, 2002, as casino expenses increased
2.6% over the same periods due primarily to marketing expenses related to the introduction of Jumbo Jackpot.

Casino revenues decreased 3.2% for the year ended December 31, 2002 as compared to the year ended December 31, 2001, due to the same
factors affecting the combined net revenues for our Major Las Vegas Operations. The casino profit margin increased 3.1 percentage points for
the year ended December 31, 2002 as compared to the year ended December 31, 2001. We were able to increase our casino profit margin,
despite the revenue decline, by taking advantage of our size and scale and due to aggressive cost containment efforts throughout all areas of
the casino, particularly marketing through the use of technology with products such as the Boarding Pass Card, “Xtra Play Cash” and “Jumbo Bingo”.

Food and Bevemge. Food and beverage revenues were essentially flat for the year ended December 31, 2003 as compared to the year ended
December 31, 2002. Food covers increased 7.3% while the average guest check decreased 8.0% for the year ended December 31, 2003 as
compared to the year ended December 31, 2002. The decrease in the average guest check was a result of selected menu price reductions,
primarily in the buffet, which were implemented as part of a new marketing program. The lower prices, as well as an aggressive marketing
campaign promoting the buffet, drove additional volume resulting in an increase in food covers. As a result of the additional volume, food and
beverage expenses increased over the same period. Food and beverage costs also increased due to increases in selected food cost items and
marketing costs promoting the buffet.

Food and beverage revenues decreased 4.4% for the year ended December 31, 2002 as compared to the year ended December 31, 2001.
Notwithstanding the decrease in food and beverage revenues, the food and beverage net profit margin increased 2.4 percentage points over
the same period. We were able to increase our food and beverage net profit margin, despite the decline in revenues, by taking advantage
of economies of scale in terms of purchasing power as well as implementing additional cost cutting measures. Food covers declined by 1.4%
for the year ended December 31, 2002 as compared to the year ended December 31, 2001. The reduction in food covers was due to generally
soft economic conditions, as well as additional competition in the market from new restaurants. The average guest check decreased 3.9% over
the same periods, which was due primarily to selected menu price reductions.

Room. Room revenues increased 3.9% for the year ended December 31, 2003 as compared to the year ended December 31, 2002. Room
occupancy increased to 94% from 91%, while the average daily room rate remained constant at $50 for the year ended December 31, 2003 as
compared to the year ended December 31, 2002. The increase in occupancy percentage was primarily due to a general increase in travel to
Las Vegas during 2003.

Room revenues increased 2.1% for the year ended December 31, 2002 as compared to the year ended December 31, 2001. Room occupancy
increased to 91% from 88%, while the average daily room rate decreased to $50 from $52 over the same periods.

Other. Other revenues primarily include income from the gift shops, bowling, entertainment, leased outlets and arcades. Other revenues
increased 12.6% for the year ended December 31, 2003 as compared to the year ended December 31, 2002 primarily due to development fees
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received from Thunder Valley of approximately $4.6 million, net of certain expenses and approximately $1.5 million in rental income from an industrial
business center, located adjacent to Wild Wild West, which we purchased in the second quarter of 2003. The increase in other revenues was
partially offset by insurance proceeds of approximately $1.6 million that we received in the first quarter of 2002.

Other revenues decreased 34.4% for the year ended December 31, 2002 as compared to the year ended December 31, 2001. This decrease
was due primarily to the sale of Southwest Gaming on September 30, 2001, which provided slot route revenues of approximately $22.9 million
for the year ended December 31, 2001. Also included in other revenues for the year ended December 31, 2002, were insurance proceeds of
approximately $1.6 million. Other operating expenses decreased 54.3% for the year ended December 31, 2002 as compared to the same period
in the prior year. The decrease in other operating expenses was due primarily to the sale of Southwest Gaming mentioned above.

Mﬂnagement Fees. We manage Thunder Valley on behalf of the UAIC and receive a management fee equal to 24% of net income, as defined.
In addition, we are the managing partner for both Green Valley Ranch Station and Barley’s and receive a management fee equal to 2% of revenues
and approximately 5% of Earnings Before Interest, Taxes, Depreciation and Amortization (“EBITDA”) from Green Valley Ranch Station and 10%
of EBITDA from Barley’s. For the year ended December 31, 2003, management fees increased to approximately $46.7 million as compared to
$4.9 million for the year ended December 31, 2002. The increase is directly related to approximately $40.3 million of management fees from
Thunder Valley, as well as increased earnings at Green Valley Ranch Station.

For the year ended December 31, 2002, management fees increased to approximately $4.9 million, as compared to $0.7 million for the year
ended December 31, 2001. The increase in management fees is directly related to Green Valley Ranch Station, which opened on December 18, 2001.

Selling, General and Administrative (“SG&A”). SG&A as a percentage of net revenues decreased to 18.8% in the year ended
December 31, 2003 as compared to 20.3% in the year ended December 31, 2002. A large portion of these costs are fixed and, as a result,
as revenues increased the percentage of SG&A to net revenues decreased. SG&A expenses increased slightly by 0.4% to $161.6 million for
the year ended December 31, 2003, from $161.0 million for the year ended December 31, 2002.

SG&A as a percentage of net revenues increased to 20.3% in the year ended December 31, 2002 as compared to 19.8% in the year ended
December 31, 2001. A large portion of these costs are fixed and, as a result, as revenues declined the percentage of SG&A to net revenues
increased. SG&A expenses decreased 3.0% to $161.0 million for the year ended December 31, 2002, from $166.0 million for the year ended
December 31, 2001. The decrease in SG&A expenses is a result of an aggressive cost containment program in addition to taking advantage of
economies of scale in terms of marketing, purchasing power, advertising and promotions, which was offset somewhat by an increase in energy costs.

Corpomte Expense. Corporate expense as a percentage of net revenues decreased slightly to 3.9% in the year ended December 31, 2003
as compared to 4.0% in the year ended December 31, 2002. Corporate expenses increased to approximately $33.0 million for the year ended
December 31, 2003 as compared to approximately $31.9 million for the year ended December 31, 2002. The increase is primarily due to additional
employer taxes on stock option exercises in 2003 of approximately $1.1 million.

Corporate expense as a percentage of net revenues increased to 4.0% in the year ended December 31, 2002 as compared to 3.1% in the year
ended December 31, 2001. A large portion of these corporate expenses are fixed, which causes an increase in the percentage of net revenues
as revenues decline. In addition, during the year ended December 31, 2002, we experienced an increase in litigation costs, which included
approximately $3.8 million related to the Harrah's patent litigation, as well as an increase in incentive compensation as compared to the prior year.

Development Expense. Total development expenses for the year ended December 31, 2003 were approximately $4.3 million. We have
increased our development resources in an effort to identify potential gaming opportunities, with an emphasis on expanding our management of
Native American casinos. We expensed approximately $2.3 million of development costs, which will ultimately not be reimbursed, such as payroll,
travel and legal expenses. Also included in development expense for the year ended December 31, 2003, is approximately $2.0 million of costs
related to the Graton Rancheria project, which were made after achieving certain milestones on the project and are also not reimbursable
(see “Future Development”).

Deprefz’ation and Amortization. Depreciation and amortization increased slightly by 0.5% to approximately $73.1 million for the year ended
December 31, 2003 as compared to $72.8 million for the year ended December 31, 2002. This increase was due primarily to capital spent in 2003
and the addition of new restaurants at Santa Fe Station and Fiesta Henderson during 2003, which was partially offset by a portion of the original
equipment at Texas Station and Sunset Station having been fully depreciated during 2002.

Depreciation and amortization increased 4.6% in the year ended December 31, 2002 to $72.8 million as compared to $69.6 million in the year
ended December 31, 2001. The increase is due primarily to capital spent throughout 2001, which included the retheming of The Reserve to
a Fiesta-branded property, the completion of the expansion project at Santa Fe Station and the purchase of new slot machines and a new slot
system. This increase was offset partially due to a portion of the original equipment at Texas Station and Sunset Station having been fully
depreciated during 2002.

Impairment Loss. We recorded an impairment loss of approximately $18.9 million, $8.8 million and $4.0 million in the years ended
December 31, 2003, 2002 and 2001, respectively, to adjust the carrying value of our goodwill and other assets to their estimated fair value.

The $18.9 million impairment loss in 2003 related to the write-off of approximately $17.5 million in goodwill at Fiesta Rancho in accordance with
SFAS No. 142 as a result of reduced growth assumptions (see Change in Accounting Principle). The remaining $1.4 million impairment loss in
2003 was primarily related to the write-off of our investment in a new slot product development. The impairment of this asset was based upon our
decision to no longer pursue the development of certain slot products. As a result, all of the development costs that we had incurred were
written off, as they were deemed to have no value.

During the year ended December 31, 2002, approximately $3.9 million of the impairment loss related to the write-down of certain assets related
to our investments in an Internet, intra-state gaming platform and related technology. In May 2002, the Nevada Gaming Commission communicated
that it had general concerns regarding the security and reliability of Internet gaming platforms. The impairment of these assets was based upon
our decision to no longer pursue Nevada-based Internet gaming activities as a result of the uncertainty of regulatory approval of these types of
activities. As a result, all of the hardware, software and internal development costs that we had incurred were written off in 2002, as they were
deemed to have no value. In addition, approximately $4.9 million of the impairment loss was related to our option to invest in an Internet wagering
business. In February 2002, we announced that we intended to purchase a 50% interest in Kerzner Interactive Limited (formerly SunOnline
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Limited) (“Kerzner Interactive”), a wholly owned subsidiary of Kerzner International Limited (formerly Sun International Hotels Limited) (“Kerzner”).
Kerzner Interactive was to be the exclusive vehicle for both Kerzner and us to pursue the Internet wagering business. In July 2002, we converted
our agreement to acquire a 50% interest in Kerzner Interactive into an option to do so, and paid $4.5 million for such option. Kerzner decided to
discontinue Kerzner Interactive, as it targeted Internet wagering only from jurisdictions that permitted online gaming. As these jurisdictions
became more restrictive in their acceptance of Internet gaming, the market size was reduced and competition intensified, resulting in a substantial
decrease in the probability of achieving profitability in the short-to-medium term. As a result, we have written-off the option payment and other
costs related to this investment.

During the year ended December 31, 2001, we recorded an impairment loss with respect to a 34-acre parcel, near the intersection of Martin
Luther King Jr. Drive and Craig Road in North Las Vegas. This impairment loss was necessary because, after evaluating all of our options,
we determined not to develop a casino on this site. The assets included capitalized rent and design costs, which had no value after we made the
decision not to develop a gaming facility on this parcel. As of December 31, 2002, gaming was not permitted on this site due to zoning restrictions.

Litigation Settlement. On February 9, 2004, we entered into an agreement to settle a lawsuit brought in December 2000 by Fitzgeralds Sugar
Creek, Inc., the City of Sugar Creek, Missouri and Phillip Griffith for $38 million ($24.7 million, net of the related tax benefit), which was paid on
February 24, 2004. The lawsuit centered on allegations of improper conduct by our former Missouri legal counsel, Michael Lazaroff. We have
asserted a claim against Mr. Lazaroff and his former law firm to recover all damages caused by Mr. Lazaroff's conduct. As part of that claim,
we intend to seek reimbursement for, among other things, the amount we were required to pay to settle the Fitzgerald’s litigation, as well as the
attorney’s fees and costs we incurred in defending that litigation. There can be no assurance that we will be successful in recovering all or any
portion of costs or damages.

Preopening Expfnses. Preopening expenses for the year ended December 31, 2001 were approximately $6.4 million, which included costs
incurred prior to the acquisitions of Fiesta Rancho and Fiesta Henderson and costs incurred prior to the opening of Green Valley Ranch Station.

Gain on Sale of Properties. On September 30, 2001, we sold Southwest Gaming Services, Inc. (“Southwest Gaming”), our wholly owned sub-
sidiary, to Blake L. Sartini, our former executive vice president and chief operating officer. We transferred our stock in Southwest Gaming to
Mr. Sartini in exchange for our common stock valued at approximately $8.4 million. We recorded a gain on the sale of $1.7 million in the year
ended December 31, 2001. The gain reflected the difference between the carrying value of our investment in the Southwest Gaming assets to
be distributed of $6.7 million and the fair value of our common stock of $8.4 million, which was based on its average trading price for five days
before September 30, 2001, the transaction closing date.

Earningsfrom ]oint Ventures. We jointly own a 50% interest in Green Valley Ranch Station and Barley’s, and a 6.7% interest in the Palms
Casino Resort. We recorded our share of the earnings from these joint ventures of $20.6 million, $11.3 million and $2.5 million for the years ended
December 31, 2003, 2002 and 2001, respectively. The increase in earnings from joint ventures for the year ended December 31, 2003 is primarily
a result of increased earnings at Green Valley Ranch Station. The increase in earnings from joint ventures in the year ended December 31, 2002
is a result of Green Valley Ranch Station opening on December 18, 2001.

Interest Expense. Interest expense, net of capitalized interest, decreased 4.0% to $92.9 million in the year ended December 31, 2003
as compared to $96.8 million in the year ended December 31, 2002. Gross interest expense decreased approximately $2.4 million due to a decrease
in our average cost of debt to 8.1% from 8.9% for the years ended December 31, 2003 and 2002, respectively. This decrease was offset somewhat
by the effect of our interest rate swaps, which resulted in a reduction in interest expense of $3.6 million for the year ended December 31, 2003
as compared to a reduction of $10.7 million in the year ended December 31, 2002. Capitalized interest increased approximately $1.4 million for
the year ended December 31, 2003 primarily due to interest capitalized for the construction of Red Rock Station (see “Future Development”).
Interest expense, net of capitalized interest, decreased 2.3% to $96.8 million in the year ended December 31, 2002 as compared to
$99.1 million in the year ended December 31, 2001. Gross interest expense decreased approximately $11.1 million over the same periods due to
a decrease of $80.6 million in total long-term debt from the prior year (excluding the interest rate swap mark-to-market adjustment). The decrease
in interest expense was also related to a decrease in the average cost of debt to 8.9% for the year ended December 31, 2002 from 9.4% for the
year ended December 31, 2001, which was directly related to the interest rate swaps that converted a portion of our fixed-rate debt to a floating
rate. The net effect of the interest rate swaps resulted in a reduction in interest expense of $10.7 million for the year ended December 31, 2002
as compared to a reduction of $4.9 million in the year ended December 31, 2001.

Interest and Other Expense from Joint Ventures. For the years ended December 31, 2003, 2002 and 2001, we recorded $7.2 million,
$6.3 million and $0.2 million, respectively, in interest and other expense related to our unconsolidated joint ventures. The increase in interest and
other expense from joint ventures during the year ended December 31, 2003, is due to our 50% share of a loss on early retirement of debt of
approximately $0.8 million related to the write-off of debt issuance costs at Green Valley Ranch Station (see “Description of Certain Indebtedness
and Capital Stock—Green Valley Ranch Station Financing”). The increase in interest and other expense from joint ventures during the year ended
December 31, 2002 is directly related to the opening of Green Valley Ranch Station on December 18, 2001.

Interest Income. During the year ended December 31, 2003, we recorded $4.8 million in interest income on our advances to the UAIC for
development of Thunder Valley (see “Description of Certain Indebtedness and Capital Stock—United Auburn Indian Community Financing”).

Loss on Early Retirement cy[ Debt. The FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44 and 64, Amendment of
FASB Statement No. 13, and Technical Corrections”, in April 2002. SFAS No. 145 changed the criteria for reporting any gain or loss resulting from
the extinguishment of debt as an extraordinary item. Such gains and losses must be analyzed to determine if they meet the criteria for extraordinary
item classification based on the event being both unusual and infrequent. We adopted SFAS No. 145 in 2002, and have reclassified prior period
losses on early retirement of debt as an item in other non-operating income (expense), rather than classified as an extraordinary item shown net
of the applicable tax benefit.

During the year ended December 31, 2002, we recorded a loss on early retirement of debt of approximately $5.8 million, of which approximately
$1.4 million relates to the write-off of the unamortized loan costs on our previous revolving facility. The remaining $4.4 million relates to the redemption
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of our $150 million 9 3/4% senior subordinated notes on October 18, 2002. We recorded a charge of approximately $10.1 million to reflect the
write-off of the unamortized debt discount, unamortized loan costs and the premium to redeem our $150 million 9 3/4% senior subordinated notes,
which was partially offset by approximately $5.7 million from the adjusted basis of the debt as a result of the fair value hedge termination that was
tied directly to our $150 million 9 3/4% senior subordinated notes.

During the year ended December 31, 2001, we recorded a loss on early retirement of debt of $12.7 million related to the write-off of the
unamortized debt discount, unamortized loan costs and the premium to redeem our $198.0 million 10 1/8% senior subordinated notes
which were due in 2006.

In the first quarter of 2004, we repurchased or redeemed our 8 7/8% senior subordinated notes due 2008 and repurchased a portion of our
9 7/8% senior subordinated notes due 2010. As a result of the redemptions, we will record a loss on early retirement of debt of approximately
$58 million in the first quarter of 2004. In addition, we have issued a tender offer and consent solicitation for our 8 3/8% senior notes due 2008,
which is expected to close on March 17, 2004. As a result, we will have an additional loss on early retirement of debt in the first quarter of 2004
(see “Liquidity and Capital Resources—Senior and Senior Subordinated Notes”).

Change in Accounting Principle. The FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets”, in June 2001. SFAS No. 142
changed the accounting for goodwill from an amortization method to an impairment-only approach. Amortization of goodwill, including goodwill
recorded in past business combinations, ceased upon the adoption of SFAS No. 142. We implemented SFAS No. 142 on January 1, 2002 and
tested for impairment in accordance with the provisions of SFAS No. 142 in the first quarter of 2002. As a result of an independent third-party
appraisal, we recorded an impairment loss of $13.3 million, net of the applicable tax benefit, during 2002 related to the acquisition of Fiesta Rancho,
which is shown as a cumulative effect of a change in accounting principle in our consolidated statements of operations.

LiQuipity AND CAPITAL RESOURCES

The following liquidity and capital resources discussion contains certain forward-looking statements with respect to our business, financial condition,
results of operations, dispositions, acquisitions, expansion projects and our subsidiaries, which involve risks and uncertainties that cannot be
predicted or quantified, and consequently, actual results may differ materially from those expressed or implied herein. Such risks and uncertainties
include, but are not limited to, financial market risks, the ability to maintain existing management, integration of acquisitions, competition within
the gaming industry, the cyclical nature of the hotel business and gaming business, economic conditions, regulatory matters and litigation and
other risks described in our filings with the Securities and Exchange Commission. In addition, construction projects such as Red Rock Station,
the Green Valley Ranch Station expansion and the Santa Fe Station expansion entail significant risks, including shortages of materials or skilled
labor, unforeseen regulatory problems, work stoppages, weather interference, floods and unanticipated cost increases. The anticipated costs and
construction periods are based on budgets, conceptual design documents and construction schedule estimates. There can be no assurance that
the budgeted costs or construction period will be met. All forward-looking statements are based on our current expectations and projections
about future events.

During the year ended December 31, 2003, we generated cash flows from operating activities of $196.5 million. In addition, we received
approximately $39.3 million from Thunder Valley for the repayment and interest on our advances to the UAIC, approximately $33.1 million from
the exercise of stock options and approximately $6.7 million from the sale of land, property and equipment. At December 31, 2003, we had total
available borrowings of $365.0 million under the Revolving Facility, which is reduced by borrowings of $177.0 million and various lines of credit
totaling approximately $9.3 million, leaving approximately $178.7 million outstanding as of December 31, 2003. We had $62.3 million in cash and
cash equivalents as of December 31, 2003.

During the year ended December 31, 2003, total capital expenditures were $179.7 million, of which approximately $57.9 million was for the
remaining balance of the purchase price for approximately 70 acres of land at Charleston Boulevard and Interstate 215 (see “Future Development”),
approximately $28.8 million was for the purchase of approximately 17 acres of land near Wild Wild West, approximately $13.5 million was for the
accelerated replacement of slot machines to take advantage of ticket-in, ticket-out technology, approximately $7.1 million was related to the
purchase of the Wildfire Casino, approximately $5.3 million was for the purchase of approximately 13 acres of land, formerly leased, where
Palace Station is located, approximately $7.4 million was related to the addition of new restaurants at Santa Fe Station and Fiesta Henderson,
approximately $37.4 million was for maintenance capital expenditures and approximately $22.3 million was for various other projects. In addition
to capital expenditures, we paid approximately $16.2 million in advances to the Federated Indians of Graton Rancheria (“FIGR”) primarily to
secure real estate for future development (see “Future Development”), exercised an option to purchase 32 acres of land in Southwest Las Vegas,
adjacent to 35 acres of land previously owned (the “Durango Site”), for approximately $10.7 million, paid approximately $14.9 million in common
stock dividends, paid approximately $6.4 million in conjunction with an agreement to purchase a 9-acre parcel of land adjacent to Wild Wild West,
paid approximately $5.2 million in advances to the Gun Lake Tribe primarily to secure real estate for future development (see “Future Development”),
purchased approximately 90 acres of land near Thunder Valley for approximately $4.2 million and purchased approximately 1.4 million shares of
our common stock for approximately $25.1 million.

Our primary cash requirements for 2004 are expected to include (i) approximately $30 million for the payment of common stock dividends,

(ii) approximately $35 million for maintenance and other capital expenditures, (iii) approximately $33 million for the accelerated purchase of ticket-in,
ticket-out slot machines (approximately $12.1 million of which relates to machines that were placed in service in 2003 but will not be paid for until
2004), (iv) approximately $70 million for the development and construction of Red Rock Station (see “Future Development”), (v) approximately

$30 million for the expansion at Santa Fe Station, which will include a new movie theater complex, additional slot machines and other amenities,
(vi) approximately $6.5 million for the construction of an ice skating rink at Fiesta Rancho, (vii) approximately $38 million ($24.7 million, net of the
related tax benefit), to settle the Fitzgerald’s litigation (see “Results of Operations—Litigation Settlement”), (viii) additional advances to the FIGR
for development of the Graton Rancheria project, (ix) advances to the Gun Lake Tribe for the development of their project, (x) advances to the
Mechoopda Indian Tribe for the development of their project (see “Future Development”), (xi) payments related to other potential Native American
projects, (xii) principal and interest payments on indebtedness, (xiii) other strategic land purchases throughout the Las Vegas area and

(xiv) opportunistic repurchases of our common stock.
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In January 2004, we completed an offering of $400 million senior subordinated notes due in January 2014 that bear interest at a rate equal
to 6 1/2%. The proceeds from this offering were used to repay amounts outstanding on the Revolving Facility and to repurchase or redeem our
$199.9 million 8 7/8% senior subordinated notes, which were due in 2008. In February 2004, we completed an offering of $350 million senior
subordinated notes due in March 2016 that bear interest at a rate equal to 6 7/8%. The proceeds of this offering were used to repurchase a portion
of our $375 million 9 7/8% senior subordinated notes due in July 2010. In March 2004, we completed an additional offering of $50 million of senior
subordinated notes due in January 2014 and bear interest at a rate equal to 6 1/2%. This offering was an add-on to the $400 million senior
subordinated notes issued in January 2004.

In March 2004, we issued a tender offer and consent solicitation for the $400 million 8 3/8% senior notes due 2008. In March 2004, we also
agreed to issue $450 million of 6% senior notes due in April 2012. The proceeds from this offering will be used to repurchase the $400 million
of 8 3/8% senior notes. Subject to customary conditions and the tender of a majority in principal amount of 8 3/8% senior notes, the transaction
is expected to close on March 17, 2004.

We believe that cash flows from operations, available borrowings under the Revolving Facility and existing cash balances will be adequate
to satisfy our anticipated uses of capital during 2004. However, we are continually evaluating our financing needs. If more attractive financing
alternatives or expansion, development or acquisition opportunities become available to us, we may amend our financing plans assuming such
financing would be permitted under our existing debt agreements (see “Description of Certain Indebtedness and Capital Stock”) and other
applicable agreements.

Off Balance Sheet Arrangements

As of December 31, 2003, we have certain off-balance sheet arrangements that affect our financial condition, liquidity and results of operations,
which include a limited make-well agreement for $42.0 million related to the financing at Green Valley Ranch Station (see “Description of Certain
Indebtedness and Capital Stock—Green Valley Ranch Station Financing”), a make-well agreement for an undetermined amount and completion
guaranty related to the financing of Thunder Valley (see “Description of Certain Indebtedness and Capital Stock-United Auburn Indian Community
Financing”) and interest rate swaps with a combined notional amount of $250.0 million (see “Description of Certain Indebtedness and Capital Stock—
Senior and Senior Subordinated Notes”).

The following table summarizes our contractual obligations and commitments (amounts in thousands):

Contractual obligations

Other Total
Long-term Operating long-term contractual
debt @ leases @ obligations ¥ cash obligations

As of December 31,
2004 $ 22 $ 13,586 $ 45,132 $ 58,740
2005 5,358 10,805 50,536 66,699
2006 26 9,244 6,582 15,852
2007 177,022 9,233 5,391 191,646
2008 600,554 9,211 2,213 611,978
Thereafter 373,886 490,886 — 864,772
Total $ 1,156,868 $ 542,965 $109,854 $1,809,687

(a) See Note 8 to the Consolidated Financial Statements in this Annual Report.
(b) See Note 9 to the Consolidated Financial Statements in this Annual Report.
(c) Other long-term obligations are comprised of employment contracts, slot purchases and the purchase of land on which Wild Wild West is located.

Future DEVELOPMENT

Red Rock Station

In May 2003, we paid $57.9 million to complete the acquisition of approximately 70 acres of land in the Summerlin master-planned community in
Las Vegas, Nevada. The land is located on Charleston Boulevard at the Interstate 215/Charleston interchange, which is the future site of Red Rock
Station. The total purchase price for the land was approximately $64 million. The initial phase of the property is expected to include 60 table
games and 2,700 slot machines. The property is expected to also include 400 hotel rooms, 45,000 square feet of meeting space, 16 movie theaters,
a 20,000 square foot spa facility and several restaurants, including a buffet. The cost of the project is expected to be approximately $450 million
to $475 million, of which approximately $74 million has been spent as of December 31, 2003. We believe the construction of the project will begin
in mid-2004 and be complete in late 2005 or early 2006.
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Santa Fe Station Expansion

We are currently expanding Santa Fe Station, which will add more than 20,000 square feet of additional casino space, 350 slot machines, a new
16-screen movie theater complex, an upgrade of the property’s bowling center, a new entertainment venue and bar, a new Kid’s Quest facility
and other amenities. The expansion project will also include the removal of the ice arena. We believe that the expansion will cost approximately
$50 million and is expected to be completed in the first quarter of 2005.

Fiesta Rancho Expansion

We plan to begin a 31,000 square-foot expansion project at Fiesta Rancho in April 2004, which will bring a new ice arena to the property,
complete with concession area, pro shop, locker rooms and private special event rooms. We believe that the project will cost approximately
$6.5 million and will be completed by September 2004.

Green Valley Ranch Station Expansion

In the fourth quarter of 2003, we began a $110 million expansion at Green Valley Ranch Station. The expansion will include 296 hotel rooms,
25,500 square feet of additional meeting space, approximately 200 slot machines and an expanded spa facility. Construction on the project
is expected to be complete in the fourth quarter of 2004.

The Federated Indians of Graton Rancheria

In April 2003, we entered into Development and Management Agreements with the FIGR pursuant to which we will assist the FIGR in developing
and operating a gaming and entertainment project to be located in Sonoma County, California. The FIGR selected us to assist it in designing,
developing and financing the project and, upon opening, we will manage the facility on behalf of the FIGR. The Management Agreement has a
term of seven years from the opening of the facility and we will receive a management fee equal to 22% of the facility’s net income. We will also
receive a development fee equal to 2% of the cost of the project upon the opening of the facility.

In August 2003, the FIGR and we entered into an option to purchase 360 acres of land just west of Rohnert Park’s city limits in Sonoma County,
California. The proposed site of the project is bordered by Stony Point Road, Wilfred Avenue and Rohnert Park Expressway, approximately one-half
mile from Highway 101 and approximately 43 miles from San Francisco. In October 2003, the FIGR entered into a Memorandum of Understanding
with the City of Rohnert Park. Development of the gaming and entertainment project is subject to certain governmental and regulatory approvals,
including, but not limited to, negotiating a gaming compact with the State of California, the United States Department of the Interior accepting
the land into trust on behalf of the FIGR and approval of the Management Agreement by the National Indian Gaming Commission (“NIGC”).

No assurances can be given as to when, or if, the necessary government and regulatory approvals will be received. Prior to the receipt of such
government and regulatory approvals, we likely will contribute significant financial support to the project. As of December 31, 2003, we had
advanced approximately $16.2 million toward the development of this project, primarily to secure real estate for future development. In addition,
we will make approximately $11.3 million of payments upon achieving certain milestones, which will not be reimbursed. As of December 31, 2003,
approximately $2.0 million of these payments have been made. The proposed project is expected to be completed in approximately three to four
years, but there can be no assurance that it will be completed within that timeframe or at all.

Gun Lake Tribe

On November 13, 2003, we agreed to purchase a 50% interest in MPM Enterprises, LLC, a Michigan limited liability company (“MPM”).
Concurrently with our agreement to purchase that interest, MPM and the Match-E-Be-Nash-She-Wish Band of Pottawatomi Indians, a federally
recognized Native American tribe commonly referred to as the Gun Lake Tribe (“Gun Lake”), entered into amended Development and Management
Agreements, pursuant to which MPM will assist Gun Lake in developing and operating a gaming and entertainment project to be located in
Allegan County, Michigan.

We have agreed to pay $6.0 million for our 50% interest in MPM, which is payable upon achieving certain milestones and is not reimbursable.
We may pay an additional $12.0 million in total in years six and seven of the amended Management Agreement, subject to certain contingencies.
Under the terms of the amended Development Agreement, we have agreed to arrange financing for the ongoing development costs and construction
of the project. Prior to obtaining financing for the project, we expect to advance $10 million to $15 million to Gun Lake for the acquisition of land
and other development costs. As of December 31, 2003, we had advanced approximately $5.2 million toward the development of this project,
primarily to secure real estate for future development. Although no firm construction budget has been established, we expect that the total cost of
the development and construction of the project would be less than $200 million. Funds advanced by us are expected to be repaid with the proceeds
of the project financing or from Gun Lake’s gaming revenues. The amended Management Agreement has a term of seven years from the opening
of the facility and provides for a management fee of 30% of the project’s net income to be paid to MPM. Pursuant to the terms of the MPM
Operating Agreement, our portion of the management fee is 50% of the first $24 million of management fees earned, 83% of the next $24 million
of management fees and 93% of any management fees in excess of $48 million.

The proposed project will be located on approximately 145 acres on Highway 131 near 129th Avenue, approximately 25 miles north of
Kalamazoo, Michigan. As currently contemplated, the project would include up to 2,500 slot machines, 75 table games, a buffet, specialty restaurants
and an entertainment venue. Construction of the project includes the conversion of an existing 192,000 square foot building into the entertainment
facility. Development of the entertainment project and operation of Class Ill gaming is subject to certain governmental and regulatory approvals,
including, but not limited to, negotiating a gaming compact with the State of Michigan, the United States Department of the Interior accepting the
land into trust on behalf of Gun Lake and approval of the Management Agreement by the NIGC. No assurances can be given as to when, or if,
the necessary government and regulatory approvals will be received. Prior to the receipt of such governmental and regulatory approvals, we will
contribute significant financial support to the project. The proposed project is expected to be completed in 2005, but there can be no assurance
that it will be completed at that time or at all.
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Mechoopda Indian Tribe

In January 2004, we entered into Development and Management Agreements with the Mechoopda Indian Tribe of Chico Rancheria, California

(the “MITCR”), a federally recognized Native American tribe. We will assist the MITCR in developing and operating a gaming and entertainment
facility to be located in Butte County, California, at the intersection of State Route 149 and Highway 99, approximately 10 miles southeast of Chico,
California and 80 miles north of Sacramento, California. Under the terms of the Development Agreement, we have agreed to arrange the financing
for the ongoing development costs and construction of the facility. Prior to obtaining financing for the facility, we expect to advance $5 million to
$10 million to the MITCR for the acquisition of land and other development costs. Although no firm construction budget has been established,

we expect the total cost of the development and construction of the facility will be less than $80 million. Funds advanced by us are expected to be
repaid from the proceeds of the facility financing or from the MITCR’s gaming revenues. The Management Agreement has a term of seven years
from the opening of the facility and provides for a management fee of 24% of the facility’s net income. The proposed facility will be located on
approximately 650 acres on State Route 149, at the intersection with Highway 99. As currently contemplated, the facility will include approximately
500 slot machines, 10 table games and dining and entertainment amenities. We anticipate the gaming and entertainment facility will be open some
time during 2005, but there can be no assurance that it will be completed at that time or at all.

North Fork Rancheria of Mono Indian Tribe

In March 2004, we entered into Development and Management Agreements with the North Fork Rancheria of Mono Indians (“Mono”), a federally
recognized Native American tribe located in central California. We will assist the Mono in developing and operating a gaming and entertainment
facility to be located in Madera County, California. We have secured for the benefit of the Mono two parcels of land located on Highway 99 north
of the city of Madera. Under the terms of the Development Agreement, we have agreed to arrange the financing for the ongoing development
costs and construction of the facility. Although no firm construction budget has been established, we expect the total cost of the development and
construction of the facility will be less than $225 million. Funds advanced by us are expected to be repaid from the proceeds of the project financing
or from the Mono’s gaming revenues. The Management Agreement has a term of seven years from the opening of the facility and provides for a
management fee of 24% of the facility’s net income. As currently contemplated, the facility will include approximately 2,000 slot machines, 70 table
games and dining, hotel and entertainment amenities. Development of the gaming and entertainment project is subject to certain governmental
and regulatory approvals, including, but not limited to, negotiating a gaming compact with the State of California, the United States Department

of the Interior accepting the land into trust on behalf of the Mono and approval of the Management Agreement by the NIGC. We anticipate the
gaming and entertainment facility will be open some time in late 2007, but there can be no assurance that it will be completed at that time or at all.

Land Acquisition

We have acquired certain parcels of land in the Las Vegas valley and in Sacramento, California as part of our development activities. Our decision
whether to proceed with any new gaming or development opportunity is dependent upon future economic and regulatory factors, the availability of financing
and competitive and strategic considerations. As many of these considerations are beyond our control, no assurances can be made that we will be able

to secure additional, acceptable financing in order to proceed with any particular project. As of December 31, 2003, we had $119.2 million of land held

for development that consists primarily of six sites that are owned or leased, which comprise 177 acres in the Las Vegas valley and 188 acres in the
Sacramento area near Thunder Valley. In addition, we have options to purchase a total of 34 acres adjacent to one of the sites in the Las Vegas valley.

The Durango site, located at the intersection of Durango Road and the Southern Beltway/Interstate 215 in the southwest quadrant of Las Vegas, currently
consists of 67 acres. In April 2003, we exercised our option to purchase 32 acres of land adjacent to 35 acres of land previously owned at the Durango site
for $10.7 million. The Boulder/Tropicana site is a 68-acre site consisting of two parcels at the intersection of Boulder Highway and Tropicana Avenue in
eastern Las Vegas. We are leasing (with an option to purchase) 34 acres of the site and own the adjacent 34-acre parcel. We also own a 49-acre
gaming-entitled parcel in southwest Las Vegas at the intersection of Flamingo Road and Interstate 215 and a 27-acre gaming-entitled parcel at the
intersection of Boulder Highway and Nellis Boulevard. We also purchased approximately 90 acres of land, which is adjacent to the 98 acres previously
purchased near Thunder Valley for approximately $4.2 million in September 2003.

We exercised our option to purchase the 19-acre parcel of land on which Wild Wild West is located in 2003. Pursuant to the lease, the purchase
will take place in July 2005 at the fair market value of the land but not less than $27 million or not more than approximately $36 million. No amounts
related to this purchase option have been recorded on our consolidated balance sheets at December 31, 2003. In May 2003, we also purchased
approximately 17 acres of land adjacent to Wild Wild West for approximately $28.8 million. This property currently includes approximately
270,000 square feet of office and warehouse space in a number of low-rise buildings. Also in 2003, we paid approximately $6.4 million in conjunction
with an agreement to purchase a 9-acre parcel of land adjacent to Wild Wild West.

REcuLATION AND TAXES

We are subject to extensive regulation by the Nevada gaming authorities and will be subject to regulation, which may or may not be similar to that
in Nevada, by any other jurisdiction in which we may conduct gaming activities in the future, including the National Indian Gaming Commission
and tribal gaming agency of the UAIC. The UAIC and a number of other Native American tribes in California are currently renegotiating certain
provisions of the Tribal State Gaming Compacts (“Compacts”) to which they are a party. Although it is unclear what changes, if any, may ultimately
be made to the Compacts, such renegotiation may result in an increase in the fees paid by the UAIC and other Native American tribes to the
State of California, an increase in the number of gaming devices that a Native American tribe may operate and other obligations that are not
currently required by the existing Compacts. Changes in applicable laws, regulations or Compact provisions could have a significant impact on
our operations.
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The gaming industry represents a significant source of tax revenue, particularly to the State of Nevada and its counties and municipalities.
From time to time, various state and federal legislators and officials have proposed changes in tax law, or in the administration of such law,
affecting the gaming industry. In 2003, the Nevada legislature enacted various tax increases, which raised the tax on gross gaming revenue from
6.25% to 6.75%. In addition, a payroll tax was enacted as well as increases in the taxes on alcohol and cigarettes. The various taxes went into
affect at various points throughout the second half of 2003 and the Company anticipates that the annual impact of these new taxes and tax
increases will be approximately $5 million.

We believe that our recorded tax balances are adequate. However, it is not possible to determine with certainty the likelihood of possible
changes in tax law or in the administration of such law. Such changes, if adopted, could have a material adverse effect on our operating results.

Cash Transaction Reporting Violations

In April 2003, we became aware of violations of certain gaming regulations regarding the reporting of certain cash transactions. We self-reported
these violations to the Nevada State Gaming Control Board. We, along with the Nevada State Gaming Control Board, are investigating the violations.
We are currently unable to determine the amount of fines or extent of sanctions, if any, which may be levied by the Nevada State Gaming Control
Board or the Federal Government. We believe the eventual outcome of this matter will occur in 2004.

DEescriptioN OF CERTAIN INDEBTEDNESS AND CAPITAL STOCK

Revolving Facility

In September 2002, we completed our $365.0 million revolving credit facility (the “Revolving Facility”). The Revolving Facility contains no principal
amortization and matures in September 2007. The Borrowers are the major operating subsidiaries and the Revolving Facility is secured by
substantially all of our assets. Borrowings under the Revolving Facility bear interest at a margin above the Alternate Base Rate or the Eurodollar
Rate (each, as defined in the Revolving Facility), as selected by us. The margin above such rates, and the fee on the unfunded portions of the
Revolving Facility, will vary quarterly based on our combined consolidated ratio of debt to Adjusted EBITDA (each, as defined in the Revolving
Facility). As of December 31, 2003, the Borrowers’ margin above the Eurodollar Rate on borrowings under the Revolving Facility was 1.75%.

The maximum margin for Eurodollar Rate borrowings is 2.50%. The maximum margin for Alternate Base Rate borrowings is 1.25%. As of
December 31, 2003, the fee for the unfunded portion of the Revolving Facility was 0.375%. Pursuant to the terms of the Revolving Facility,

we have requested to increase the available borrowings to $500 million.

The Revolving Facility contains certain financial and other covenants. These include a maximum funded debt to Adjusted EBITDA ratio for the
Borrowers combined of 2.25 to 1.00 for each quarter and a minimum fixed charge coverage ratio for the preceding four quarters for the Borrowers
combined of 1.50 to 1.00 for each quarter. As of December 31, 2003, the Borrowers’ funded debt to Adjusted EBITDA ratio was 0.76 to 1.00 and
the fixed charge coverage ratio was 2.62 to 1.00. In addition, the Revolving Facility has financial and other covenants, which state that the maximum
consolidated funded debt to Adjusted EBITDA ratio can be no more than 5.00 to 1.00 through June 30, 2005, which reduces to 4.75 to 1.00 on
September 30, 2005 through December 31, 2005, to 4.50 to 1.00 on March 31, 2006 through June 30, 2006 and to 4.00 to 1.00 on September 30, 2006.
Other covenants limit prepayments of indebtedness or rent (including subordinated debt other than re-financings meeting certain criteria), limitations
on asset dispositions, limitations on dividends, limitations on indebtedness, limitations on investments and limitations on capital expenditures.

As of December 31, 2003, our consolidated funded debt to Adjusted EBITDA ratio was 3.58 to 1.00. We have pledged the stock of all of
our major subsidiaries.

Senior and Senior Subordinated Notes

In 2001, we completed offerings for a total of $400.0 million of senior notes due in February 2008 (the “Senior Notes”). The Senior Notes bear
interest at a rate equal to 8 3/8% per annum and were priced at par. The proceeds from the Senior Notes were used to repay amounts outstanding
on the previous revolving facility and to redeem the $198.0 million 10 1/8% senior subordinated notes, which were due in 2006. As a result of the
redemption, we recorded a loss on early retirement of debt of approximately $12.7 million in 2001.

In January 2004, we completed an offering of $400 million senior subordinated notes due in January 2014 that bear interest at a rate equal to
6 1/2%. The proceeds from this offering were used to repay amounts outstanding on the Revolving Facility and to repurchase or redeem the
$199.9 million 8 7/8% senior subordinated notes, which were due in 2008. In February 2004, we completed an offering of $350 million senior
subordinated notes due in March 2016 that bear interest at a rate equal to 6 7/8%. The proceeds of this offering were used to repurchase
a portion of the $375 million 9 7/8% senior subordinated notes due in July 2010. In March 2004, we completed an additional offering of $50 million
of senior subordinated notes due in January 2014 and bear interest at a rate equal to 6 1/2%. This offering was an add-on to the $400 million
senior subordinated notes issued in January 2004.

As a result of the redemptions, we will record a loss on early retirement of debt of approximately $58 million in the first quarter of 2004.
Approximately $147.6 million of the $199.9 million 8 7/8% senior subordinated notes were redeemed pursuant to a tender offer and consent
solicitation and the remaining $52.3 million were redeemed pursuant to our call option. Approximately $357.5 million of the $375 million
9 7/8% senior subordinated notes were redeemed pursuant to a tender offer and consent solicitation and the remaining $17.4 million will remain
outstanding. The consent solicitations effectively eliminated all of the covenants from the remaining 9 7/8% senior subordinated notes.

In March 2004, we issued a tender offer and consent solicitation for the $400 million 8 3/8% senior notes due 2008. In March 2004, we also
agreed to issue $450 million of 6% senior notes due in April 2012. The proceeds from this offering will be used to repurchase the $400 million
of 8 3/8% senior notes. Subject to customary conditions and the tender of a majority in principal amount of 8 3/8% senior notes, the transaction
is expected to close on March 17, 2004.
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The following actual and unaudited pro forma information has been prepared assuming that the offerings and redemptions of our senior and
senior subordinated notes mentioned above had occurred as of December 31, 2003 (amounts in thousands):

December 31, 2003

Actual Proforma

(unaudited)

Revolving Facility due September 30, 2007, weighted average interest rate of approximately 3.5% $ 177,000 $ —
6% senior notes, principal due April 1, 2012 — 448,214
8 3/8% senior notes, principal due February 15, 2008 @ 400,000 —
6 1/2% senior subordinated notes due February 1, 2014 — 450,000
6 7/8% senior subordinated notes due March 1, 2016 — 350,000
9 7/8% senior subordinated notes due July 1, 2010 373,886 17,410
8 7/8% senior subordinated notes due December 1, 2008 199,900 —
Other long-term debt, interest at 6.0% maturity dates ranging from 2004 to 2007 6,082 6,082
TOTAL LONG-TERM DEBT 1,156,868 1,271,706
Current portion of long-term debt (22) (22)
Market value of interest rate swaps 12,089 380
Total long-term debt, net $ 1,168,935  $ 1,272,064

(a) Assumes all of the 8 3/8% senior notes were repurchased.

The indentures (the “Indentures”) governing our senior subordinated notes (the “Notes”) contain certain customary financial and other
covenants, which limit the Company and its subsidiaries’ ability to incur additional debt. At December 31, 2003, our Consolidated Coverage Ratio
(as defined in the Indentures) was 2.92 to 1.00. The Indentures provide that we may not incur additional indebtedness, other than specified types
of indebtedness, unless the Consolidated Coverage Ratio is at least 2.00 to 1.00. In the event our Consolidated Coverage Ratio is below 2.00 to 1.00,
the covenant limits our ability to incur additional indebtedness for borrowings under the Revolving Facility not to exceed the greater of $200 million
or 1.5 times Operating Cash Flow (as defined) for the four most recent quarters, plus $15 million. The Indentures also give the holders of the Notes
the right to require us to purchase the Notes at 101% of the principal amount of the Notes plus accrued interest thereon upon a Change of Control
and Rating Decline (each as defined in the Indentures) of the Company. The covenants for the Senior Notes are essentially the same as our Notes,
except there are limitations on restricted payments and restricted investments, which limits payments of dividends and investments. In addition,
the indenture governing the Senior Notes contains a limitation on liens we can incur.

During 2001, we entered into various interest rate swaps with members of our bank group to manage interest expense. The interest rate swaps
have converted a portion of our fixed-rate debt to a floating rate. As of December 31, 2003, we had one remaining interest rate swap agreement
with a total notional amount of $50.0 million in which we pay a floating rate at December 31, 2003 of approximately 3.54% and receive a fixed rate
at December 31, 2003 of approximately 8.38%. The interest rate swap terminates in 2008. The net effect of all of the interest rate swaps resulted in
a reduction in interest expense of $3.6 million, $10.7 million and $4.9 million for the years ended December 31, 2003, 2002 and 2001, respectively.

In February 2004, we entered into two additional interest rate swaps with a combined notional amount of $200 million that is tied directly to our
6 1/2% senior subordinated notes that we issued in January 2004. The interest rate swaps will convert a portion of our fixed-rate debt to a floating
rate based upon the six-month LIBOR rate. At inception, we pay a floating rate of six-month LIBOR plus 1.80% and receive a fixed rate of
6 1/2%. The interest rate swaps terminate in 2014.

On October 18, 2002, we redeemed the $150 million 9 3/4% senior subordinated notes. The redemption was funded with proceeds from
the Revolving Facility. We recorded a charge of approximately $10.1 million during the year ended December 31, 2002, to reflect the write-off of
the unamortized debt discount, unamortized loan costs and the premium to redeem the $150 million 9 3/4% senior subordinated notes. This charge
was partially offset by approximately $5.7 million from the adjusted basis of the debt as a result of the fair value hedge termination that was tied
directly to the $150 million 9 3/4% senior subordinated notes, as discussed below. In addition, we recorded a loss on early retirement of debt of
approximately $1.4 million in 2002 to reflect the write-off of the unamortized loan costs on the previous revolving facility.

In September 2002, we terminated an interest rate swap with a notional amount of $150 million, which was due to terminate in 2007. The interest
rate swap was terminated at its market value and, as a result, we received approximately $5.8 million. This interest rate swap was tied directly to
the $150 million 9 3/4% senior subordinated notes. The mark-to-market adjustment was amortized as a reduction of interest expense over the original
contract life of the interest rate swap. When the $150 million 9 3/4% senior subordinated notes were redeemed on October 18, 2002, the adjusted
basis of the debt as a result of the fair value hedge termination of approximately $5.7 million was included in the calculation of the net loss on
the early retirement of the related debt.

The interest rate swaps that we entered into qualify for the “shortcut” method allowed under SFAS No. 133, “Accounting for Derivative Instruments
and Hedging Activities”, which allows for an assumption of no ineffectiveness. As such, there is no income statement impact from changes in
the fair value of the hedging instruments. Instead, the fair value of the instrument is recorded as an asset or liability on our balance sheet with
an offsetting adjustment to the carrying value of the related debt. In accordance with SFAS No. 133, we recorded assets of $3.9 million and
$5.3 million as of December 31, 2003 and 2002, respectively, representing the fair value of the interest rate swaps and a corresponding increase
in long-term debt, as these interest rate swaps are considered highly effective under the criteria established by SFAS No. 133.
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In December 2002, we terminated an interest rate swap with a notional amount of $100 million, which was due to terminate in 2010. The interest
rate swap was terminated at its market value and, as a result, we received approximately $9.5 million. This interest rate swap was tied directly to
the $375 million 9 3/4% senior subordinated notes. The mark-to-market adjustment will be amortized as a reduction of interest expense over the
original contract life of the interest rate swap and as of December 31, 2003 the remaining balance of $8.2 million is included in long-term debt.

A majority of this mark-to-market adjustment will be included in the calculation of the net loss on early retirement of debt in the first quarter of 2004
as a result of the redemption of a majority of the $375 million 9 7/8% senior subordinated notes in February 2004.

Green Valley Ranch Station Financing

Green Valley Ranch Station is owned by a 50/50 joint venture between us and GCR Gaming. The joint venture financed Green Valley Ranch Station
with a group of banks, and originally provided for borrowings up to $165.0 million at a margin above the LIBOR rate of up to 250 basis points.

In December 2003, Green Valley Ranch Station entered into an Amended and Restated Loan Agreement, which replaced the original financing.
The available borrowings have been increased to $250.0 million as of December 31, 2003. The proceeds from the amended agreement were used
to pay off secured equipment and other financing and to fund the expansion of the facility. Green Valley Ranch Station has entered into an
agreement to swap the majority of its floating rate to a fixed rate that will approximate 7.0% during the term of the loan. The loan requires a limited
make-well of $42.0 million, if necessary (based on operating results of the property). Pursuant to the make-well agreement, if Green Valley Ranch
Station fails to comply with the Fixed Charge Coverage Ratio or the Leverage Ratio (both as defined in the Green Valley Ranch credit agreement),
the partners will be required to make cash equity contributions in such amounts as required, which will result in pro forma compliance with the
covenants. The make-well is a joint and several obligation of each partner, with GCR Gaming’s obligation collateralized. The make-well agreement
will terminate upon achieving a post expansion debt to Adjusted EBITDA (as defined) ratio of less than or equal to 3.00 to 1.00 and producing
Adjusted EBITDA before management fees of at least $42.0 million. As of December 31, 2003, the debt to Adjusted EBITDA ratio was 2.62 to 1.00.
The outstanding balance of the Green Valley Ranch Station revolving credit facility as of December 31, 2003, was approximately $150.0 million.

In December 2001 and March 2002, Green Valley Ranch Station entered into interest rate swaps that have converted a portion of its floating
rate debt to a fixed rate and are matched to a portion of its revolving facility. At December 31, 2003, the combined notional amount of the interest
rate swaps was $108.0 million, and decreases by varying amounts each quarter. As of December 31, 2003, Green Valley Ranch Station was paying
a weighted average fixed rate of 4.33% on the interest rate swaps and was receiving a weighted average floating rate based on three-month
LIBOR of 1.15%. These interest rate swaps were also priced to have no value at inception. As a result of the mark-to-market valuation of the interest
rate swaps, we recorded approximately $1.3 million and $1.7 million as of December 31, 2003 and December 31, 2002, respectively, for our share
of the Green Valley Ranch Station interest rate swaps in accumulated other comprehensive loss in our consolidated balance sheets.

United Auburn Indian Community Financing

We have entered into a Development Services Agreement and a Management Agreement with the UAIC. Pursuant to those agreements, and in
compliance with a Memorandum of Understanding entered by the UAIC and Placer County, California, we developed, with the UAIC, Thunder Valley,
a gaming and entertainment facility on approximately 49 acres located approximately seven miles north of Interstate 80, in Placer County, California,
near Sacramento, which opened on June 9, 2003. On September 17, 2002, the United States Department of the Interior accepted the land into
trust on behalf of the UAIC. The acceptance of the land into trust followed the decision of the United States District Court for the District of
Washington, D.C., dismissing a lawsuit filed by the cities of Roseville and Rocklin, California, and Citizens for Safer Communities, which challenged
the United States Department of the Interior’s decision to accept the land into trust. Immediately following the District Court’s decision, the plaintiffs
appealed the decision to the United States Court of Appeals for the District of Columbia. On November 14, 20083, the Court of Appeals affirmed
the dismissal of the lawsuit by the District Court. On February 15, 2004, the Citizens for Safer Communities filed a petition for writ of certiorari with
the United States Supreme Court, seeking to appeal the decision of the Court of Appeals. The remaining plaintiffs did not seek to appeal that
decision. Notwithstanding the Court of Appeals’ decision and the acceptance of the land into trust, there can be no assurances as to the ultimate
outcome of the Citizens for Safer Communities’ pending efforts to appeal that decision. Our seven-year Management Agreement was approved by
the National Indian Gaming Commission and expires in June 2010. We receive a management fee equal to 24% of the facility’s net income,

as defined, which totaled approximately $40.3 million for the year ended December 31, 2003. We also received a development fee equal to

2% of the cost of the project upon the opening of the facility, which totaled approximately $4.6 million, net of certain expenses, for the year ended
December 31, 2003, and is included in other operating revenues on our consolidated statements of operations.

Thunder Valley has 1,906 Class Il slot machines, 111 table games, including a private VIP gaming area, a 500-seat bingo room, three specialty
restaurants, a 500-seat buffet, a food court, a center pit bar and parking for over 4,500 vehicles. We assisted the UAIC in obtaining $215.0 million
of financing for the project through a group of lenders, and we provided an unlimited completion guaranty and credit support for all amounts
outstanding under such financing. Based on the current level of operating results of Thunder Valley, we expect the credit support to terminate in
June 2004. We have evaluated our obligations related to the completion guaranty in accordance with FASB Interpretation No. 45, “Guarantor’s
Accounting and Disclosure Requirements for Guarantees, Including Guarantees of Indebtedness of Others” and have determined that the fair value
of the obligation is not material. Prior to the completion of the financing, we advanced approximately $46.9 million to the UAIC for the development
of Thunder Valley. The entire balance was repaid in 2003. Our advances carried an interest rate of 10%. The interest on our advances to the UAIC
was approximately $4.8 million and is included in interest income in our consolidated statements of operations for the year ended December 31, 2003.

Common Stock

We are authorized to issue up to 135 million shares of our common stock, $0.01 par value per share, 70,912,227 shares of which were issued and
10,121,677 shares of which were held in treasury as of December 31, 2003. Each holder of our common stock is entitled to one vote for each share
held of record on each matter submitted to a vote of stockholders. Holders of our common stock have no cumulative voting, conversion, redemption
or preemptive rights or other rights to subscribe for additional shares other than pursuant to the Rights Plan described below. Subject to any
preferences that may be granted to the holders of our preferred stock, each holder of common stock is entitled to receive ratably, such dividends
as may be declared by our Board of Directors out of funds legally available therefore, as well as any distributions to the stockholders and, in the
event of liquidation, dissolution or winding up of the Company, is entitled to share ratably in all of our assets that remain after payment of liabilities.
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On July 21, 2003 and October 1, 2003, our Board of Directors declared a quarterly cash dividend of $0.125 per share. On September 4, 2003,
we paid a quarterly cash dividend of approximately $7.4 million to shareholders of record on August 14, 2003. On December 4, 2003, we paid a
quarterly cash dividend of approximately $7.5 million to shareholders of record on November 13, 2003.

Preferred Stock

We are authorized to issue up to 5 million shares of our preferred stock, $0.01 par value per share of which none were issued. The Board of Directors,
without further action by the holders of our common stock, may issue shares of preferred stock in one or more series and may fix or alter the rights,
preferences, privileges and restrictions, including the voting rights, redemption provisions (including sinking fund provisions), dividend rights,
dividend rates, liquidation rates, liquidation preferences, conversion rights and the description and number of shares constituting any wholly
unissued series of preferred stock. Except as described above, our Board of Directors, without further stockholder approval, may issue shares

of preferred stock with rights that could adversely affect the rights of the holders of our common stock. The issuance of shares of preferred stock
under certain circumstances could have the effect of delaying or preventing a change of control of the Company or other corporate action.

Treasury Stock

During the year ended December 31, 2003, we repurchased approximately 1.4 million shares of our common stock for approximately $25.1 million.
We are authorized to repurchase up to approximately 19.5 million shares of our common stock. As of December 31, 2003, we had acquired
approximately 10.1 million shares at a cost of approximately $134.5 million.

Rights Plan

On October 6, 1997, we declared a dividend of one preferred share purchase right (a “Right”) for each outstanding share of common stock.

The dividend was paid on October 21, 1997. Each Right entitles the registered holder to purchase from us one one-hundredth of a share of
Series A Preferred Stock, par value $0.01 per share (“Preferred Shares”) at a price of $40.00 per one one-hundredth of a Preferred Share, subject
to adjustment. The Rights are not exercisable until the earlier of 10 days following a public announcement that a person or group of affiliated or
associated persons have acquired beneficial ownership of 15% or more of our outstanding common stock (“Acquiring Person”) or 10 business
days (or such later date as may be determined by action of the Board of Directors prior to such time as any person or group of affiliated persons
becomes an Acquiring Person) following the commencement of, or announcement of an intention to make a tender offer or exchange offer, the
consummation of which would result in the beneficial ownership by a person or group of 15% or more of our outstanding common stock.

The Rights will expire on October 21, 2007. Acquiring Persons do not have the same rights to receive common stock as other holders upon
exercise of the Rights. Because of the nature of the Preferred Shares’ dividend, liquidation and voting rights, the value of one one-hundredth interest
in a Preferred Share purchasable upon exercise of each Right should approximate the value of one common share. In the event that any person or
group of affiliated or associated persons becomes an Acquiring Person, the proper provisions will be made so that each holder of a Right, other
than Rights beneficially owned by the Acquiring Person (which will thereafter become void), will thereafter have the right to receive upon exercise
that number of shares of common stock having a market value of two times the exercise price of the Right. In the event that the Company is
acquired in a merger or other business combination transaction or 50% or more of our consolidated assets or earning power are sold after a person
or group has become an Acquiring Person, proper provision will be made so that each holder of a Right will thereafter have the right to receive,
upon exercise thereof, that number of shares of common stock of the acquiring company, which at the time of such transaction will have a market
value of two times the exercise price of the Right. Because of the characteristics of the Rights in connection with a person or group of affiliated or
associated persons becoming an Acquiring Person, the Rights may have the effect of making an acquisition of the Company more difficult and
may discourage such an acquisition.

CrrticaAL ACCOUNTING PoLICIES

Significant Accounting Policies and Estimates

We prepare our consolidated financial statements in conformity with accounting principles generally accepted in the United States of America.
Certain of our accounting policies, including the determination of bad debt reserves, the estimated useful lives assigned to our assets, asset
impairment, insurance reserves, purchase price allocations made in connection with our acquisitions and the calculation of our income tax liabilities,
require that we apply significant judgment in defining the appropriate assumptions for calculating financial estimates. By their nature, these judgments
are subject to an inherent degree of uncertainty. Our judgments are based on our historical experience, terms of existing contracts, observance of
trends in the gaming industry and information available from other outside sources. There can be no assurance that actual results will not differ
from our estimates. To provide an understanding of the methodology we apply, our significant accounting policies and basis of presentation are
discussed below, as well as where appropriate in this discussion and analysis and in the notes to our consolidated financial statements.

Promotional Allowances

We recognize as casino revenues the net win from gaming activities, which is the difference between gaming wins and losses. All other revenues
are recognized as the service is provided. Revenues include the retail value of food, beverage, rooms, entertainment and merchandise provided
on a complimentary basis to customers. Such amounts are then deducted from revenues as promotional allowances on our consolidated statements
of operations. The estimated departmental costs of providing such promotional allowances are included in casino costs and expenses.
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Slot Club Programs

Our Boarding Pass and Amigo Club player rewards programs (the “Programs”) allow customers to redeem points earned from their gaming activity
at all Station and Fiesta properties for complimentary food, beverage, rooms, entertainment and merchandise. At the time redeemed, the retail
value of complimentaries under the Programs are recorded as revenue with a corresponding offsetting amount included in promotional allowances.
The cost associated with complimentary food, beverage, rooms, entertainment and merchandise redeemed under the Programs is recorded in
casino costs and expenses. We also record a liability for the estimated cost of the outstanding points under the Programs.

Self-Insurance Reserves

We are self insured up to certain stop loss amounts for workers’ compensation, major medical and general liability costs. Insurance claims and
reserves include accruals of estimated settlements for known claims, as well as accruals of estimates for claims incurred but not reported.

In estimating these accruals, we consider historical loss experience and make judgments about the expected levels of costs per claim. We believe
our estimates of future liability are reasonable based upon our methodology; however, changes in health care costs, accident frequency and
severity and other factors could materially affect the estimate for these liabilities.

Guarantee Obligations

In November 2002, the FASB issued FIN 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees
of Indebtedness of Others”. FIN 45 requires that future guarantee obligations be recognized as liabilities at inception of the guarantee contract
and increases the disclosures required for current and future guarantee obligations. We adopted the initial recognition provisions of FIN 45 beginning
January 1, 2003 and have included the disclosures required in the accompanying notes to our consolidated financial statements. The adoption of
FIN 45 did not have a significant impact on our results of operations or financial position.

Derivative Instruments

We enter into interest rate swaps from time to time in order to manage interest rate risks associated with our current and anticipated future
borrowings. The interest rate swaps that we have entered into qualify for the “shortcut” method allowed under SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities”, which allows for an assumption of no ineffectiveness. As such, there is no income statement impact
from changes in the fair value of the hedging instruments. Instead, the fair value of the instrument is recorded as an asset or liability on our
balance sheet with an offsetting adjustment to the carrying value of the related debt.

Property and Equipment

Property and equipment are stated at cost. Depreciation and amortization are computed using the straight-line method over the estimated useful
lives of the assets or the terms of the capitalized lease, whichever is less. Costs of major improvements are capitalized, while costs of normal
repairs and maintenance are charged to expense as incurred.

We evaluate our property and equipment and other long-lived assets for impairment in accordance with SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets”. For assets to be disposed of, we recognize the asset to be sold at the lower of carrying value or
fair market value less costs of disposal. Fair market value for assets to be disposed of is generally estimated based on comparable asset sales,
solicited offers or a discounted cash flow model. For assets to be held and used, we review fixed assets for impairment whenever indicators of
impairment exist. If an indicator of impairment exists, we compare the estimated future cash flows of the asset, on an undiscounted basis, to the
carrying value of the asset. If the undiscounted cash flows exceed the carrying value, no impairment is indicated. If the undiscounted cash flows
do not exceed the carrying value, then impairment is measured based on fair value compared to carrying value, with fair value typically based on
a discounted cash flow model. Our consolidated financial statements reflect all adjustments required by SFAS No. 144 as of December 31, 2003.

Goodwill and Other Intangibles

The FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets”, in June 2001. SFAS No. 142 changed the accounting for goodwill from
an amortization method to an impairment-only approach. Amortization of goodwill, including goodwill recorded in past business combinations,
ceased upon the adoption of SFAS No. 142. We implemented SFAS No. 142 on January 1, 2002 and tested for impairment in accordance with the
provisions of SFAS No. 142 in the first quarter of 2002 and annually perform such test. In order to test for impairment of goodwill, we use the
Income Approach, which focuses on the income-producing capability of the respective property. The underlying premise of this approach is that
the value of an asset can be measured by the present worth of the net economic benefit (cash receipts less cash outlays) to be received over
the life of the subject asset. The steps followed in applying this approach include estimating the expected after-tax cash flows attributable to the
respective property and converting these after-tax cash flows to present value through discounting. The discounting process uses a rate of return,
which accounts for both the time value of money and investment risk factors. The present value of the after-tax cash flows is then totaled to arrive
at an indication of the fair value of the goodwill. If the fair value of the goodwill exceeds the carrying value, then impairment is measured based on
the difference between the calculated fair value and the carrying value. Our consolidated financial statements reflect all adjustments required by
SFAS No. 142 as of December 31, 2003.

Capitalization of Interest

We capitalize interest costs associated with debt incurred in connection with major construction projects. Interest capitalization ceases once

the project is substantially complete or no longer undergoing construction activities to prepare it for its intended use. When no debt is specifically
identified as being incurred in connection with such construction projects, we capitalize interest on amounts expended on the project at our
weighted average cost of borrowed money.
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Income Taxes

We are subject to income taxes in the United States of America and file a consolidated federal income tax return. We account for income taxes
according to SFAS No. 109, “Accounting for Income Taxes”. SFAS No. 109 requires the recognition of deferred tax assets, net of applicable
reserves, related to net operating loss carryforwards and certain temporary differences. A valuation allowance is recognized if, based on the
weight of available evidence, it is more likely than not that some portion or all of the deferred tax asset will not be recognized.

Our income tax returns are subject to examination by the Internal Revenue Service and other tax authorities. We regularly assess the potential
outcomes of these examinations in determining the adequacy of our provision for income taxes and our income tax liabilities. Inherent in our
determination of any necessary reserves are assumptions based on past experiences and judgments about potential actions by taxing authorities.
Our estimate of the potential outcome for any uncertain tax issue is highly judgmental. We believe that we have adequately provided for any
reasonable and foreseeable outcome related to uncertain tax matters.

Recently Issued Accounting Standards

In January 2003, the FASB issued Interpretation No. 46 (“FIN 46”), “Consolidation of Variable Interest Entities”. The objective of FIN 46 is to improve
financial reporting by companies involved with variable interest entities. FIN 46 changes certain consolidation requirements by requiring a variable
interest entity to be consolidated by a company that is subject to a majority of the risk of loss from the variable interest entity’s activities or entitled
to receive a majority of the entity’s residual returns or both. In October and December 2003, the FASB agreed to defer the effective date of FIN 46
for variable interests held by public companies in all entities that were acquired prior to February 1, 2003 to the quarter ending March 31, 2004.
For entities acquired after February 1, 2003, we were required to adopt FIN 46 for the quarter ended September 30, 2003. Our acquisition of our
50% interest in MPM, which we agreed to purchase in November 2003, was subject to the provisions of FIN 46 and as a result, we have consolidated
MPM in our consolidated financial statements at December 31, 2003, as this entity qualifies as a variable interest entity.

In April 2003, the FASB issued SFAS No. 149, “Amendment to Statement 133 on Derivative Instruments and Hedging Activities”. SFAS No. 149
amends and clarifies accounting for derivative instruments, including certain derivative instruments embedded in other contracts, and for hedging
activities under SFAS No. 133. SFAS No. 149 is applied prospectively and is effective for contracts entered into or modified after June 30, 2003,
except for SFAS No. 133 implementation issues that have been effective for fiscal quarters that began prior to June 15, 2003 and certain provisions
relating to forward purchases and sales on securities that do not yet exist. We have determined that SFAS No. 149 will not have a significant
impact on our results of operations or financial position.

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments With Characteristics of Both Liabilities and Equity”.
SFAS No. 150 establishes standards for how an issuer classifies and measures certain financial instruments with characteristics of both liabilities
and equity. It requires that an issuer classify a financial instrument that is within its scope as a liability (or an asset in some circumstances).

SFAS No. 150 is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the
first interim period beginning after June 15, 2003. On October 29, 2003, the FASB voted to defer for an indefinite period the application of the
guidance in SFAS No. 150 to non-controlling interests that are classified as equity in the financial statements of the subsidiary but would be
classified as a liability in the parent’s financial statements under SFAS No. 150. The FASB decided to defer the application of FASB No. 150 to
these non-controlling interests until it could consider some of the resulting implementation issues associated with the measurement and recognition
guidance for these non-controlling interests. We currently have no instruments impacted by the adoption of this statement and therefore the adoption
did not have a significant impact on our results of operations or financial position.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET Risk

Market risk is the risk of loss arising from adverse changes in market rates and prices, such as interest rates, foreign currency exchange rates and
commodity prices. Our primary exposure to market risk is interest rate risk associated with our long-term debt. We attempt to limit our exposure to
interest rate risk by managing the mix of our long-term fixed-rate borrowings and short-term borrowings under the Revolving Facility. Borrowings
under the Revolving Facility bear interest at a margin above the Alternate Base Rate or the Eurodollar Rate (each, as defined in the Revolving
Facility) as selected by us. However, the amount of outstanding borrowings is expected to fluctuate and may be reduced from time to time.
The Revolving Facility matures in September 2007.

The following table provides information about our long-term debt at December 31, 2003 (see also “Description of Certain Indebtedness and
Capital Stock”) (amounts in thousands):

Face Carrying Estimated

Ma[u'rity date amount value fair value

Revolving Facility at a weighted average interest rate of approximately 3.5% September 2007 $ 365,000 $ 177,000 $ 177,000
8 3/8% senior notes February 2008 400,000 400,000 429,000
9 7/8% senior subordinated notes July 2010 375,000 373,886 412,500
8 7/8% senior subordinated notes December 2008 199,900 199,900 206,397
Other debt, interest at 6.0% 2004-2007 6,103 6,082 6,082
Market value of interest rate swaps 12,089 12,089 12,089
Total $1,358,092 $1,168,957 $ 1,243,068

We are also exposed to market risk in the form of fluctuations in interest rates and their potential impact upon our debt. This market risk is
managed by utilizing derivative financial instruments in accordance with established policies and procedures. We evaluate our exposure to market
risk by monitoring interest rates in the marketplace, and do not utilize derivative financial instruments for trading purposes. Our derivative financial
instruments consist exclusively of interest rate swap agreements. Interest differentials resulting from these agreements are recorded on an accrual
basis as an adjustment to interest expense. Interest rate swaps related to debt are matched with specific fixed-rate debt obligations.

The following table provides information about our financial instruments that are sensitive to changes in interest rates (amounts in thousands):

As of December 31, 2004 2005 2006 2007 2008 Thereafter Total

Long—term debt (including current portion):

Fixed-rate $ — $ 5,335 $ — $ — $ 599,900 $ 373,886 $ 979,121
Average interest rate — 6.00% — — 8.54% 9.88% 9.04%
Variable-rate $ 22 $ 23 $ 26 $ 177,022 $ 654 $ — $ 177,747
Average interest rate 6.00% 6.00% 6.00% 3.49% 6.00% — 3.50%

Interest rate swaps:
Notional amount $ — $  — $ — $ — $ 50,000 $ — $ 50,000
Average payable rate — — — — 3.54% — 3.54%
Average receivable rate — — — — 8.38% — 8.38%
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CONSOLIDATED STATEMENTS OF OPERATIONS

(amounts in thousands, except per share data)

Station Casinos, Inc. 2003 Annual Report

For the years ended December 31,

2003 2002 2001
Operating revenues:
Casino $ 648,664 $ 638,113 $ 659,276
Food and beverage 133,676 133,811 139,983
Room 50,460 48,579 47,558
Other 45,943 40,790 62,179
Management fees 46,711 4,853 677
GROSS REVENUES 925,454 866,146 909,673
Promotional allowances (67,365) (73,281) (72,816)
NET REVENUES 858,089 792,865 836,857
Operating costs and expenses:
Casino 265,203 258,383 287,637
Food and beverage 87,783 78,738 85,719
Room 19,580 19,000 19,289
Other 15,452 16,276 35,620
Selling, general and administrative 161,643 161,038 165,977
Corporate expense 33,039 31,946 25,952
Development expense 4,306 — —
Depreciation and amortization 73,144 72,783 69,576
Impairment loss 18,868 8,791 4,001
Litigation settlement 38,000 — —
Preopening expenses — — 6,413
Gain on sale of properties — — (1,662)
717,018 646,955 698,522
OPERATING INCOME 141,071 145,910 138,335
Earnings from joint ventures 20,604 11,293 2,504
OPERATING INCOME AND EARNINGS FROM JOINT VENTURES 161,675 157,203 140,839
Other income (expense):
Interest expense (92,940) (96,795) (99,079)
Interest and other expense from joint ventures (7,233) (6,272) (199)
Interest income 4,873 106 1,937
Loss on early retirement of debt — (5,808) (12,732)
Other 1,802 1,322 (303)
(93,498) (107,447) (110,376)
INCOME BEFORE INCOME TAXES AND CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE 68,177 49,756 30,463
Income tax provision (23,834) (18,508) (11,094)
INCOME BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE 44,343 31,248 19,369
Cumulative effect of change in accounting principle, net of applicable income tax benefit of $7,170 — (13,316) —
Net income $ 44,343 $ 17,932 $ 19,369
Basic and diluted earnings per common share:
Income before cumulative effect of change in accounting principle:
Basic $ 0.76 $ 0.54 $ 0.34
Diluted $ 0.72 $ 0.51 $ 0.32
Net income:
Basic $ 0.76 $ 0.31 $ 0.34
Diluted $ 0.72 $ 0.30 $ 0.32
Weighted average common shares outstanding:
Basic 58,371 57,845 57,693
Diluted 61,850 60,730 60,037
Dividends paid per common share $ 0.25 $ — $ —

The accompanying notes are an integral part of these consolidated financial statements
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

(amounts in thousands)

Deferred Accumulated

Additional compensation- other Total
Comimon Treasury paid-in restricted comprebensive Retained stockholders’
stock stock capital stock loss earnings equity
Balances, December 31, 2000 $ 427 $ (41,882) $ 288,794 $ (6,050) $ — $ 47,598 $ 288,887
Exercise of stock options 1 — 1,431 — — — 1,432
Issuance of restricted stock 13 — 15,116 (15,129) — — —
Cancellation of restricted stock — — (189) 189 — — —
Amortization of deferred compensation — — — 1,480 — — 1,480
Purchase of treasury stock, at cost (3,470 shares) — (49,145) — — — — (49,145)
Sale of Southwest Gaming — (8,440) — — — — (8,440)
Other — 219 (4,898) — — — (4,679)
Net income — — — — — 19,369 19,369
Balances, December 31, 2001 441 (99,248) 300,254 (19,510) — 66,967 248,904
Exercise of stock options 11 — 12,322 — — — 12,333
Issuance of restricted stock 2 — 3,693 (8,695) — — —
Amortization of deferred compensation — — — 2,973 — — 2,973
Purchase of treasury stock, at cost (743 shares) — (10,214) — — — — (10,214)
Green Valley Ranch Station interest rate swap
market valuation adjustment, net of income taxes — — — — (1,695) — (1,695)
Other — — 445 — — — 445
Net income — — — — — 17,932 17,932
Balances, December 31, 2002 454 (109,462) 316,714 (20,232) (1,695) 84,899 270,678
Exercise of stock options 39 — 58,724 — — — 58,763
Issuance of restricted stock 4 — 11,468 (11,472) — — —
Amortization of deferred compensation — — — 3,201 — — 3,201
Purchase of treasury stock, at cost (1,391 shares) — (25,072) — — — — (25,072)
Green Valley Ranch Station interest rate swap
market valuation adjustment, net of income taxes — — — — 361 — 361
Dividends paid — — — — — (14,902) (14,902)
Other — — 1,067 1,500 — — 2,567
Net income — — — — — 44,343 44,343
Balames, December 31, 2003 $ 497 $ (134,534) $ 387,973 $ (27,003) $ (1,334) $ 114,340 $ 339,939

The accompanying notes are an integral part of these consolidated financial statements
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NoT1es To CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND BAsts oF PRESENTATION

Basis of Presentation and Organization

Station Casinos, Inc. (the “Company”), a Nevada corporation, is a gaming and entertainment company that currently owns and operates eight
major hotel/casino properties (one of which is 50% owned) and three smaller casino properties (one of which is 50% owned), in the Las Vegas
metropolitan area, as well as manages a casino for a Native American tribe. The accompanying consolidated financial statements include the
accounts of the Company and its wholly owned subsidiaries, Palace Station Hotel & Casino, Inc. (“Palace Station”), Boulder Station, Inc.

(“Boulder Station”), Texas Station, LLC (“Texas Station”), Sunset Station, Inc. (“Sunset Station”), Santa Fe Station, Inc. (“Santa Fe Station”),

Fiesta Station, Inc. (“Fiesta Rancho”), Lake Mead Station, Inc. (“Fiesta Henderson”), Wild Wild West Gambling Hall & Hotel (“Wild Wild West")

and Wildfire Casino (“Wildfire”). The Company also consolidates MPM Enterprises, LLC (“MPM”), in which it owns a 50% interest and is required
to be consolidated. The Company also owns a 50% interest in Barley's Casino & Brewing Company (“Barley’s”) and Green Valley Ranch Gaming, LLC
(“Green Valley Ranch Station”) and a 6.7% interest in the Palms Casino Resort, which are accounted for under the equity method. The Company is
the managing partner for both Barley's and Green Valley Ranch Station. In addition, the Company manages Thunder Valley Casino (“Thunder Valley”)
in Sacramento, California on behalf of the United Auburn Indian Community (“UAIC”), which opened on June 9, 2003. All significant intercompany
accounts and transactions have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to
make estimates and assumptions for items such as slot club program liability, self-insurance reserves, bad debt reserves, estimated useful lives
assigned to fixed assets, asset impairment, purchase price allocations made in connection with acquisitions and the calculation of the income tax
liabilities, that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results may differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand at our properties, as well as investments purchased with an original maturity of 90 days or less.

Inventories

Inventories are stated at the lower of cost or market; cost being determined on a first-in, first-out basis.

Fair Value of Financial Instruments

The carrying value of the Company’s cash and cash equivalents, receivables and accounts payable approximates fair value primarily because
of the short maturities of these instruments. The fair value of the Revolving Facility approximates the carrying amount of the debt due to the
short-term nature of the underlying borrowings. The fair value of the Company’s other long-term debt is estimated based on the quoted market
prices for the same or similar issues (see Note 8).

Property and Equipment

Property and equipment are stated at cost. Depreciation and amortization are computed using the straight-line method over the estimated useful
lives of the assets or the terms of the capitalized lease, whichever is less. Costs of major improvements are capitalized, while costs of normal
repairs and maintenance are charged to expense as incurred.

The Company evaluates its property and equipment and other long-lived assets for impairment in accordance with Statement of Financial
Accounting Standards (“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”. For assets to be disposed of, the
Company recognizes the asset to be sold at the lower of carrying value or fair market value less costs of disposal. Fair market value for assets to
be disposed of is generally estimated based on comparable asset sales, solicited offers or a discounted cash flow model. For assets to be held
and used, the Company reviews fixed assets for impairment whenever indicators of impairment exist. If an indicator of impairment exists, the
Company compares the estimated future cash flows of the asset, on an undiscounted basis, to the carrying value of the asset. If the undiscounted
cash flows exceed the carrying value, no impairment is indicated. If the undiscounted cash flows do not exceed the carrying value, then an
impairment is measured based on fair value compared to carrying value, with fair value typically based on a discounted cash flow model.

The consolidated financial statements reflect all adjustments required by SFAS No. 144 as of December 31, 2003.

Capitalization of Interest

The Company capitalizes interest costs associated with debt incurred in connection with major construction projects. Interest capitalization ceases
once the project is substantially complete or no longer undergoing construction activities to prepare it for its intended use. When no debt is
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specifically identified as being incurred in connection with such construction projects, the Company capitalizes interest on amounts expended on
the project at the Company’s weighted average cost of borrowed money. Interest capitalized was approximately $3.5 million, $2.1 million and
$10.9 million for the years ended December 31, 2003, 2002 and 2001, respectively.

Goodwill and Other Intangibles

The Financial Accounting Standards Board (“FASB”) issued SFAS No. 142, “Goodwill and Other Intangible Assets”, in June 2001. SFAS No. 142
changed the accounting for goodwill from an amortization method to an impairment-only approach. Amortization of goodwill, including goodwill
recorded in past business combinations, ceased upon the adoption of SFAS No. 142. The Company implemented SFAS No. 142 on January 1, 2002
and tested for impairment in accordance with the provisions of SFAS No. 142 in the first quarter of 2002 and will annually perform such test in the
fourth quarter of each subsequent year. As a result of an independent third-party appraisal, the Company recorded an impairment loss of
$13.3 million, net of the applicable tax benefit, during 2002 related to the acquisition of Fiesta Rancho, which is shown as a cumulative effect of
a change in accounting principle in the Company’s consolidated statements of operations. Fiesta Rancho was purchased in early 2001, and there
were no events or changes in circumstances (“triggering events”) during the course of 2001 that would have indicated the recoverability of the
carrying amount of the property should be assessed. As a result, there was no requirement to test for impairment under the provisions of SFAS
No. 121, which was the primary literature regarding the impairment of an asset prior to the adoption of SFAS No. 142. The Company tested for
impairment of goodwill in the fourth quarter of 2002 and determined that there was no impairment. The Company tested for impairment of goodwill
in the fourth quarter of 2003 and recorded an impairment loss of $17.5 million at Fiesta Rancho as a result of reduced growth assumptions.

Also, in connection with the acquisition of Fiesta Rancho, the Company acquired the customer list and is amortizing it over five years.
The customer list was valued at $5.0 million at the time of the purchase and as of December 31, 2003, had a net book value of approximately
$2.4 million. The amortization expense related to the customer list for the years ended December 31, 2003 and 2002 was approximately
$1.2 million and is expected to remain the same in future periods until fully amortized.

The following tables illustrates what the effect of adopting SFAS No. 142 would have had on net income and earnings per common share
for the year ended December 31, 2001, adjusted to exclude amortization expense related to goodwill that is no longer being amortized
(amounts in thousands):

December 31, 2001

Net income as reported $ 19,369
Goodwill amortization, net of applicable income tax benefit 3,062
Adjusted net income $ 22,431
Basic earnings per common share as reported $ 034
Goodwill amortization, net of applicable income tax benefit 0.05
Adjusted basic earnings per common share $ 0.39
Diluted earnings per common share reported $ 0.32
Goodwill amortization, net of applicable income tax benefit 0.05
Adjusted diluted earnings per common share $ 0.37

Debt Issuance Costs

Debt issuance costs incurred in connection with the issuance of long-term debt are capitalized and amortized to interest expense over the expected
terms of the related debt agreements and are included in other assets on the Company’s consolidated balance sheets.

Preopening Expenses

Preopening expenses have been expensed as incurred. The construction phase of a project typically covers a period of 12 to 24 months.

The majority of preopening costs are incurred in the three months prior to opening. During the year ended December 31, 2001, the Company
incurred preopening expenses of $6.4 million, which included costs incurred prior to the acquisitions of Fiesta Rancho and Fiesta Henderson and
costs incurred prior to the opening of Green Valley Ranch Station.

Interest Rate Swaps

From time to time, the Company uses interest rate swaps and similar financial instruments to assist in managing interest incurred on its long-term
debt. The difference between amounts received and amounts paid under such agreements, as well as any costs or fees, is recorded as a
reduction of, or addition to, interest expense as incurred over the life of the swap or similar financial instrument (see Notes 8 and 9).
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Revenues and Promotional Allowances

The Company recognizes as casino revenues the net win from gaming activities, which is the difference between gaming wins and losses.

All other revenues are recognized as the service is provided. Revenues include the retail value of food, beverage, rooms, entertainment and
merchandise provided on a complimentary basis to customers. Such amounts are then deducted from revenues as promotional allowances on
the Company’s consolidated statements of operations. The estimated departmental costs of providing such promotional allowances are included
in casino costs and expenses and consist of the following (amounts in thousands):

For the years ended December 31,

2003 2002 2001

Food and beverage $ 57,985 $ 59,781 $ 59,398
Room 3,119 3,023 3,482
Other 3,057 2,899 2,634
Total $ 64,161 $ 65,703 $ 65,514

The Company’s Boarding Pass and Amigo Club player rewards programs (the “Programs”) allow customers to redeem points earned from their
gaming activity at all Station and Fiesta properties for complimentary food, beverage, rooms, entertainment and merchandise. At the time redeemed,
the retail value of complimentaries under the Programs are recorded as revenue with a corresponding offsetting amount included in promotional
allowances. The cost associated with complimentary food, beverage, rooms, entertainment and merchandise redeemed under the Programs is
recorded in casino costs and expenses. The Company also records a liability for the estimated cost of the outstanding points under the Programs.

Related Party Transactions

The Company has entered into various related party transactions, which consist primarily of lease payments related to ground leases at Boulder
Station and Texas Station and the purchase of the Wildfire. On January 27, 2003, the Company purchased substantially all of the assets of the
Wildfire for $8.0 million from Bauchman Gaming Ventures, LLC, a company owned by the two brothers-in-law of Scott M Nielson, the Company’s
Executive Vice President and Chief Legal Officer. The expenses related to these related party transactions were approximately $13.4 million,
$5.1 million and $5.1 million for the years ended December 31, 2003, 2002 and 2001, respectively.

In addition, during the year ended December 31, 2001, the Company recorded a related party gain of approximately $1.7 million. Until
September 30, 2001, the Company owned and provided slot route management services in southern Nevada. On September 30, 2001, the Company
sold Southwest Gaming Services, Inc. (“Southwest Gaming”) to Blake L. Sartini, its former executive vice president and chief operating officer.
The Company transferred its stock in Southwest Gaming to Mr. Sartini in exchange for Station Casinos’ common stock valued at approximately
$8.4 million. The gain reflected the difference between the carrying value of the Company’s investment in the Southwest Gaming assets to be
distributed of $6.7 million and the fair value of Station Casinos’ common stock of $8.4 million, which was based on its average trading price for
five days before September 30, 2001, the transaction closing date. Net revenues and operating income for Southwest Gaming for the nine months
ended September 30, 2001 were approximately $22.9 million and $1.6 million, respectively.

Earnings Applicable to Common Stock

In accordance with the provisions of SFAS No. 128, “Earnings Per Share”, basic EPS is computed by dividing net income applicable to common
stock by the weighted average common shares outstanding during the period. Diluted EPS reflects the additional dilution for all potentially dilutive
securities such as stock options.

The weighted average number of common shares used in the calculation of basic and diluted earnings per share consisted of the following
(amounts in thousands):

For the years ended December 31,

2003 2002 2001
Weighted average common shares outstanding (used in calculation of basic earnings per share) 58,371 57,845 57,693
Potential dilution from the assumed exercise of stock options 3,479 2,885 2,344
Weighted average common and common equivalent shares outstanding
(used in calculation of diluted earnings per share) 61,850 60,730 60,037

The number of antidilutive stock options as of December 31, 2003, 2002 and 2001 was 28,000, 0.2 million and 5.5 million, respectively.
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Stock-Based Employee Compensation

The Company applies APB Opinion No. 25 and related interpretations in accounting for its stock-based employee compensation programs.
Accordingly, compensation expense recognized was different than what would have been otherwise recognized under the fair value based method
defined in SFAS No. 123, “Accounting for Stock-Based Compensation”. Had compensation expense for the plans been determined in accordance
with SFAS No. 123, the effect on the Company’s net income and basic and diluted earnings per common share would have been as follows
(amounts in thousands, except per share data):

For the years ended December 31,

2003 2002 2001
Net income:
As reported $ 44,343 $ 17,932 $ 19,369
Stock-based compensation expense reported in net income 694 289 —
Stock-based compensation expense under fair value method (8,175) (7,022) (5,219)
Proforma net income $ 36,862 $ 11,199 $ 14,150
Earnings per common share:
Basic—as reported $ 076 $ 0.31 $ 034
Basic—pro forma 0.63 0.19 0.25
Diluted—as reported $ 072 $ 0.30 $ 0.32
Diluted—pro forma 0.60 0.18 0.24

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing method with the following assumptions:

For the years ended December 31,

2003 2002 2001
Expected dividend yield 1.63% — —
Expected stock price volatility 54.30% 56.34% 52.00%
Risk-free interest rate 2.97% 3.82% 4.03%
Expected average life of options (years) 3.42 4.42 3.83
Weighted average fair value per option granted $ 7.53 $ 6.69 $ 4.73

Because the SFAS No. 123 method of accounting has not been applied to options granted prior to April 1, 1995, the resulting pro forma net
income may not be representative of that to be expected in future years.

Operating Segments

SFAS No. 131, “Disclosures about Segments of an Enterprise and Related Information”, requires separate financial information be disclosed for
all operating segments of a business. The Company believes that it meets the “economic similarity” criteria established by SFAS No. 131, and as
a result, the Company aggregates all of its properties into one operating segment. All of our properties offer the same products, cater to the same
customer base, are all located in the greater Las Vegas, Nevada area, have the same regulatory and tax structure, share the same marketing
techniques and are all directed by a centralized management structure.

Recently Issued Accounting Standards

In January 2003, the FASB issued Interpretation No. 46 (“FIN 46”), “Consolidation of Variable Interest Entities”. The objective of FIN 46 is to improve
financial reporting by companies involved with variable interest entities. FIN 46 changes certain consolidation requirements by requiring a variable
interest entity to be consolidated by a company that is subject to a majority of the risk of loss from the variable interest entity’s activities or entitled
to receive a majority of the entity’s residual returns or both. In October and December 2003, the FASB agreed to defer the effective date of FIN 46
for variable interests held by public companies in all entities that were acquired prior to February 1, 2003 to the quarter ending March 31, 2004.
For entities acquired after February 1, 2003, the Company was required to adopt FIN 46 for the quarter ended September 30, 2003. The Company’s
acquisition of its 50% interest in MPM, which it agreed to purchase in November 2003, was subject to the provisions of FIN 46 and as a result,

the Company has consolidated MPM in its consolidated financial statements at December 31, 2003, as this entity qualifies as a variable interest entity.

In April 2003, the FASB issued SFAS No. 149, “Amendment to Statement 133 on Derivative Instruments and Hedging Activities”. SFAS No. 149

amends and clarifies accounting for derivative instruments, including certain derivative instruments embedded in other contracts, and for hedging
activities under SFAS No. 133. SFAS No. 149 is applied prospectively and is effective for contracts entered into or modified after June 30, 2003,
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except for SFAS No. 133 implementation issues that have been effective for fiscal quarters that began prior to June 15, 2003 and certain provisions
relating to forward purchases and sales on securities that do not yet exist. The Company has determined that SFAS No. 149 will not have a
significant impact on its results of operations or financial position.

In May 2003, the FASB issued SFAS No. 150, “Accounting for Certain Financial Instruments With Characteristics of Both Liabilities and Equity”.
SFAS No. 150 establishes standards for how an issuer classifies and measures certain financial instruments with characteristics of both liabilities
and equity. It requires that an issuer classify a financial instrument that is within its scope as a liability (or an asset in some circumstances).

SFAS No. 150 is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the
first interim period beginning after June 15, 2003. On October 29, 2003, the FASB voted to defer for an indefinite period the application of the
guidance in SFAS No. 150 to non-controlling interests that are classified as equity in the financial statements of the subsidiary but would be
classified as a liability in the parent’s financial statements under SFAS No. 150. The FASB decided to defer the application of FASB No. 150 to
these non-controlling interests until it could consider some of the resulting implementation issues associated with the measurement and recognition
guidance for these non-controlling interests. The Company currently has no instruments impacted by the adoption of this statement and therefore
the adoption did not have a significant impact on its results of operations or financial position.

Reclassifications

Certain amounts in the December 31, 2002 and 2001 consolidated financial statements have been reclassified to conform to the December 31, 2003
presentation. These reclassifications had no effect on the previously reported net income.

2. RECEIVABLES

Components of receivables are as follows (amounts in thousands):

December 31,

2003 2002

Casino $ 7,166 $ 7,280
Hotel 2,428 2,417
Income tax 7,181 4,431
Other 14,335 3,977
31,110 18,105
Allowance for doubtful accounts (2,886) (2,682)
Receivables, net $ 28,224 $ 15,423

3. PROPERTY AND EQUIPMENT
Property and equipment consists of the following (amounts in thousands):

December 31,

Estimated life (years) 2003 2002

Land — $ 140,043 $ 109,652
Land leases — 4,995
Buildings and improvements 10-45 901,347 872,094
Furniture, fixtures and equipment 3-7 392,818 353,694
Construction in progress — 99,455 14,861
1,633,663 1,355,296

Accumulated depreciation and amortization (375,364) (309,245)
Property and equipment, net $ 1,158,299  $ 1,046,051

At December 31, 2003 and 2002, substantially all property and equipment of the Company is pledged as collateral for long-term debt.
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4. LaAND HELD FOR DEVELOPMENT

The Company has acquired certain parcels of land in the Las Vegas valley and in Sacramento, California as part of its development activities.

The Company’s decision whether to proceed with any new gaming or development opportunity is dependent upon future economic and regulatory
factors, the availability of financing and competitive and strategic considerations. As many of these considerations are beyond the Company'’s
control, no assurances can be made that it will be able to secure additional, acceptable financing in order to proceed with any particular project.
As of December 31, 2003, the Company had $119.2 million of land held for development that consists primarily of six sites that are owned or
leased, which comprise 177 acres in the Las Vegas valley and 188 acres in the Sacramento area near Thunder Valley. In addition, the Company
has options to purchase a total of 34 acres adjacent to one of the sites in the Las Vegas valley. The Durango site, located at the intersection of
Durango Road and the Southern Beltway/Interstate 215 in the southwest quadrant of Las Vegas, currently consists of 67 acres. In April 2003,

the Company exercised its option to purchase 32 acres of land adjacent to 35 acres of land previously owned at the Durango site for $10.7 million.
The Boulder/Tropicana site is a 68-acre site consisting of two parcels at the intersection of Boulder Highway and Tropicana Avenue in eastern

Las Vegas. The Company is leasing (with an option to purchase) 34 acres of the site and owns the adjacent 34-acre parcel. The Company also
owns a 49-acre gaming-entitled parcel in southwest Las Vegas at the intersection of Flamingo Road and Interstate 215 and a 27-acre gaming-entitled
parcel at the intersection of Boulder Highway and Nellis Boulevard. The Company also purchased approximately 90 acres of land, which is adjacent
to the 98 acres previously purchased near Thunder Valley for approximately $4.2 million in September 2003.

The Company exercised its option to purchase the 19-acre parcel of land on which Wild Wild West is located in 2003. Pursuant to the lease,
the purchase will take place in July 2005 at the fair market value of the land but not less than $27 million or not more than approximately $36 million.
No amounts related to this purchase option have been recorded on the Company’s consolidated balance sheets at December 31, 2003. In May 2003,
the Company also purchased approximately 17 acres of land adjacent to Wild Wild West for approximately $28.8 million. This property currently
includes approximately 270,000 square feet of office and warehouse space in a number of low-rise buildings. Also in 2003, the Company paid
approximately $6.4 million in conjunction with an agreement to purchase a 9-acre parcel adjacent to Wild Wild West.

5. INVESTMENTS IN JOINT VENTURES

The Company has investments in two 50% owned joint ventures, Green Valley Ranch Station and Barley’s, and a 6.7% investment in a joint venture
that operates the Palms Casino Resort in Las Vegas, Nevada, that are accounted for under the equity method. Under the equity method, original
investments are recorded at cost and adjusted by the Company’s share of earnings, losses and distributions of the joint ventures. The investment
balance also includes interest capitalized during the construction period, which is amortized against the earnings of the joint venture. Investments
in joint ventures consist of the following (amounts in thousands):

December 31,

2003 2002

Green Valley Ranch Station (50.0%) $ 66,484 $ 55,685
Barley's (50.0%) 2,899 2,740
Palms Casino Resort (6.7%) 17,042 16,784
Investments in joint ventures $ 86,425 $ 75,209
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Summarized balance sheet information for the joint ventures is as follows (amounts in thousands): (formerly Sun International Hotels Limited) (“Kerzner”). Kerzner Interactive was to be the exclusive vehicle for both Kerzner and the Company to
pursue the Internet wagering business. In July 2002, the Company converted its agreement to acquire a 50% interest in Kerzner Interactive into
an option to do so, and paid $4.5 million for such option. Kerzner decided to discontinue Kerzner Interactive, as it targeted Internet wagering only

December 31, from jurisdictions that permitted online gaming. As these jurisdictions became more restrictive in their acceptance of Internet gaming, the market
size was reduced and competition intensified, resulting in a substantial decrease in the probability of achieving profitability in the short-to-medium
term. As a result, the Company has written off the option payment and other costs related to this investment.

2003 2002 During the year ended December 31, 2001, the Company recorded an impairment loss with respect to a 34-acre parcel, near the intersection
Current assets $ 51.551 $ 45.607 of Martin Luther King Jr. Drive and Craig Road in North Las Vegas. This impairment loss was necessary because, after evaluating all of its options,
Property and equipment and other assets, net 525,515 534,302 the Company determined not to develop a casino on this site. The assets included capitalized rent and design costs, which had no value after the
Current liabilities 37.977 58,380 Company made the decision not to develop a gaming facility on this parcel. As of December 31, 2002, gaming was not permitted on this site due
Long-term debt and other liabilities 196,399 208,264 to zoning restrictions.
Stockholders’ equity 342,690 313,265

Summarized results of operations for the joint ventures are as follows (amounts in thousands): - ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

For the years ended December 31, o i ) )
Accrued expenses and other current liabilities consists of the following (amounts in thousands):

2003 2002 2001
December 31,
Net revenues $ 327,190 $ 276,051 $ 36,277
Operating costs and expenses 263,481 236,817 56,837 N 2002
00 00
OPERATING INCOME (LOSS) 63,709 39,234 (20,560) 3
Interest and other expense, net 12,734 19,450 1,081 Accrued payroll and related $ 24.774 $ 25 666
. Accrued interest payable 14,655 15,356
Net income ﬂoss) $ 50,975 $ 19,784 $ (21,641) Accrued progressives 4.459 6.008
Accrued group insurance 2,921 6,761
) ) o o ) ) Litigation settlement 38,000 —
The operating earnings from these joint ventures are shown as a separate line item on the Company’s consolidated statements of operations Other accrued expenses and current liabilities 37 047 26 262
after operating income. In addition, interest and other expense from these joint ventures is shown as a separate component under other income : :
(expense) in the Company’s consolidated statements of operations. The following table identifies the total equity earnings from joint ventures Total accrued expenses and other current liabilities $ 121 856 $ 80.143
(amounts in thousands): : :
For the years ended December 31,
2003 2002 2001
8. LoNG-TERM DEBT
Operating earnings from joint ventures $ 20,604 $ 11,293 $ 2,504
Interest and other expense from joint ventures (7,233) (6,272) (199)
Long-term debt consists of the following (amounts in thousands):
Net earningsfrom joz’nt ventures $ 13,371 $ 5,021 $ 2,305
December 31,
2003 2002
6 A I Revolving credit facility, $365.0 million limit at December 31, 2003, due September 30, 2007,
* SSET IMPAIRMENT interest at a margin above the Alternate Base Rate or the Eurodollar Rate (3.5% at December 31, 2003) $ 177,000 $ 177,200
8 3/8% senior notes, interest payable semi-annually, principal due February 15, 2008 400,000 400,000
) ) i o . o 9 7/8% senior subordinated notes, interest payable semi-annually, principal due July 1, 2010,
The Company recorded an impairment loss of approximately $18.9 million, $8.8 million and $4.0 million in the years ended December 31, 2003, net of unamortized discount of $1.1 million and $1.2 million at December 31, 2003 and 2002, respectively 373 886 373769
2002 and 2001, respectively, to adjust the carrying value of its goodwill and other assets to their estimated fair value. The $18.9 million impairment 8 7/8% senior subordinated notes, interest payable semi-annually, principal dué December 1 2608 199Y900 1991900
loss in 2003 related to the write-off of approximately $17.5 million in goodwill at Fiesta Rancho in accordance with SFAS No. 142 as a result of Other long-term debt, interest at 6 0% at December 31 2003 ma’turity dates ranging from 20’04 t0 2007 6’082 ’122
reduced growth assumptions. The remaining $1.4 million impairment loss in 2003 was primarily related to the write off of the Company’s investment TOTAL LONG_TERM’DEBT ; ; 1 156’868 1150 991
in a new slot product development. The impairment of this asset was based upon a decision by the Company to no longer pursue the development of Current portion of long-term debt ’ '(22) ’ ('122)
certain slot products. As a result, all of the development costs that the Company had incurred were written off, as they were deemed to have no value. Market value of interest rate swaps 12089 14 731
During the year ended December 31, 2002, approximately $3.9 million of the impairment loss related to the write-down of certain assets related ’ ’
to the Company’s investments in an Internet, intra-state gaming platform and related technology. In May 2002, the Nevada Gaming Commission Total long-term debt net $ 1,168,935 $ 1.165,600
5 , , ) ,

communicated that it had general concerns regarding the security and reliability of Internet gaming platforms. The impairment of these assets was
based upon a decision by the Company to no longer pursue Nevada-based Internet gaming activities as a result of the uncertainty of regulatory
approval of these types of activities. As a result, all of the hardware, software and internal development costs that the Company had incurred were
written off in 2002, as they were deemed to have no value. In addition, approximately $4.9 million of the impairment loss was related to the Company’s
option to invest in an Internet wagering business. In February 2002, the Company announced that it intended to purchase a 50% interest in
Kerzner Interactive Limited (formerly SunOnline Limited) (“Kerzner Interactive”), a wholly owned subsidiary of Kerzner International Limited
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Revolving Facility

In September 2002, the Company completed its $365.0 million revolving credit facility (the “Revolving Facility”). The Revolving Facility contains no
principal amortization and matures in September 2007. The Borrowers are the major operating subsidiaries and the Revolving Facility is secured
by substantially all of the Company’s assets. Borrowings under the Revolving Facility bear interest at a margin above the Alternate Base Rate or
the Eurodollar Rate (each, as defined in the Revolving Facility), as selected by the Company. The margin above such rates, and the fee on the
unfunded portions of the Revolving Facility, will vary quarterly based on the Company’s combined consolidated ratio of debt to Adjusted EBITDA
(each, as defined in the Revolving Facility). As of December 31, 2003, the Borrowers’ margin above the Eurodollar Rate on borrowings under

the Revolving Facility was 1.75%. The maximum margin for Eurodollar Rate borrowings is 2.50%. The maximum margin for Alternate Base Rate
borrowings is 1.25%. As of December 31, 2003, the fee for the unfunded portion of the Revolving Facility was 0.375%. Pursuant to the terms of
the Revolving Facility, the Company has requested to increase the available borrowings to $500 million.

The Revolving Facility contains certain financial and other covenants. These include a maximum funded debt to Adjusted EBITDA ratio for the
Borrowers combined of 2.25 to 1.00 for each quarter and a minimum fixed charge coverage ratio for the preceding four quarters for the Borrowers
combined of 1.50 to 1.00 for each quarter. As of December 31, 2003, the Borrowers’ funded debt to Adjusted EBITDA ratio was 0.76 to 1.00 and
the fixed charge coverage ratio was 2.62 to 1.00. In addition, the Revolving Facility has financial and other covenants, which state that the maximum
consolidated funded debt to Adjusted EBITDA ratio can be no more than 5.00 to 1.00 through June 30, 2005, which reduces to 4.75 to 1.00 on
September 30, 2005 through December 31, 2005, to 4.50 to 1.00 on March 31, 2006 through June 30, 2006 and to 4.00 to 1.00 on September 30, 2006.
Other covenants limit prepayments of indebtedness or rent (including subordinated debt other than re-financings meeting certain criteria), limitations
on asset dispositions, limitations on dividends, limitations on indebtedness, limitations on investments and limitations on capital expenditures.

As of December 31, 2003, the Company’s consolidated funded debt to Adjusted EBITDA ratio was 3.58 to 1.00. The Company has pledged the
stock of all of its major subsidiaries.

Senior and Senior Subordinated Notes

In 2001, the Company completed offerings for a total of $400.0 million of senior notes due in February 2008 (the “Senior Notes”). The Senior Notes
bear interest at a rate equal to 8 3/8% per annum and were priced at par. The proceeds from the Senior Notes were used to repay amounts
outstanding on the previous revolving facility and to redeem the $198.0 million 10 1/8% senior subordinated notes, which were due in 2006.

As a result of the redemption, the Company recorded a loss on early retirement of debt of approximately $12.7 million in 2001.

In the first quarter of 2004, the Company repurchased or redeemed its 8 7/8% senior subordinated notes due 2008 and repurchased a portion of
its 9 7/8% senior subordinated notes due July 2010. In addition, the Company has issued a tender offer and consent solicitation for its 8 3/8%
senior notes due 2008, which is expected to close on March 17, 2004 (see Note 15 “Subsequent Events”).

The indentures (the “Indentures”) governing the Company'’s senior subordinated notes (the “Notes”) contain certain customary financial and
other covenants, which limit the Company and its subsidiaries’ ability to incur additional debt. At December 31, 2003, the Company’s Consolidated
Coverage Ratio (as defined in the Indentures) was 2.92 to 1.00. The Indentures provide that the Company may not incur additional indebtedness,
other than specified types of indebtedness, unless the Consolidated Coverage Ratio is at least 2.00 to 1.00. In the event the Company’s
Consolidated Coverage Ratio is below 2.00 to 1.00, the covenant limits the Company'’s ability to incur additional indebtedness for borrowings
under the Revolving Facility not to exceed the greater of $200 million or 1.5 times Operating Cash Flow (as defined) for the four most recent
quarters, plus $15 million. The Indentures also give the holders of the Notes the right to require the Company to purchase the Notes at 101% of
the principal amount of the Notes plus accrued interest thereon upon a Change of Control and Rating Decline (each as defined in the Indentures)
of the Company. The covenants for the Senior Notes are essentially the same as the Notes, except there are limitations on restricted payments and
restricted investments, which limits payments of dividends and investments. In addition, the indenture governing the Senior Notes contains
a limitation on liens the Company can incur.

During 2001, the Company entered into various interest rate swaps with members of its bank group to manage interest expense. The interest
rate swaps have converted a portion of the Company'’s fixed-rate debt to a floating rate. As of December 31, 2003, the Company had one remaining
interest rate swap agreement with a total notional amount of $50.0 million in which it pays a floating rate at December 31, 2003 of approximately
3.54% and receives a fixed rate at December 31, 2003 of approximately 8.38%. The interest rate swap terminates in 2008. The net effect of all
of the interest rate swaps resulted in a reduction in interest expense of $3.6 million, $10.7 million and $4.9 million for the years ended
December 31, 2003, 2002 and 2001, respectively.

On October 18, 2002, the Company redeemed the $150 million 9 3/4% senior subordinated notes. The redemption was funded with proceeds
from the Revolving Facility. The Company recorded a charge of approximately $10.1 million during the year ended December 31, 2002, to reflect
the write-off of the unamortized debt discount, unamortized loan costs and the premium to redeem the $150 million 9 3/4% senior subordinated
notes. This charge was partially offset by approximately $5.7 million from the adjusted basis of the debt as a result of the fair value hedge termination
that was tied directly to the $150 million 9 3/4% senior subordinated notes, as discussed below. In addition, the Company recorded a loss on early
retirement of debt of approximately $1.4 million in 2002 to reflect the write-off of the unamortized loan costs on the previous revolving facility.

In September 2002, the Company terminated an interest rate swap with a notional amount of $150 million, which was due to terminate in 2007.
The interest rate swap was terminated at its market value and, as a result, the Company received approximately $5.8 million. This interest rate
swap was tied directly to the $150 million 9 3/4% senior subordinated notes. The mark-to-market adjustment was amortized as a reduction of
interest expense over the original contract life of the interest rate swap. When the $150 million 9 3/4% senior subordinated notes were redeemed
on October 18, 2002, the adjusted basis of the debt as a result of the fair value hedge termination of approximately $5.7 million was included in
the calculation of the net loss on the early retirement of the related debt.

The interest rate swaps that the Company entered into qualify for the “shortcut” method allowed under SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities”, which allows for an assumption of no ineffectiveness. As such, there is no income statement
impact from changes in the fair value of the hedging instruments. Instead, the fair value of the instrument is recorded as an asset or liability on the
Company’s balance sheet with an offsetting adjustment to the carrying value of the related debt. In accordance with SFAS No. 133, the Company
recorded assets of $3.9 million and $5.3 million as of December 31, 2003 and 2002, respectively, representing the fair value of the interest rate
swaps and a corresponding increase in long-term debt, as these interest rate swaps are considered highly effective under the criteria established
by SFAS No. 133.

In December 2002, the Company terminated an interest rate swap with a notional amount of $100 million, which was due to terminate in 2010.
The interest rate swap was terminated at its market value and, as a result, the Company received approximately $9.5 million. This interest rate
swap was tied directly to the $375 million 9 3/4% senior subordinated notes. The mark-to-market adjustment will be amortized as a reduction
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of interest expense over the original contract life of the interest rate swap and as of December 31, 2003 the remaining balance of $8.2 million is
included in long-term debt.

The estimated fair value of the Company’s long-term debt at December 31, 2003 was approximately $1.24 billion, compared to its book value
of approximately $1.16 billion. The estimated fair value amounts were based on quoted market prices on or about December 31, 2003, for the
Company’s debt securities that are publicly traded. For the Revolving Facility, the fair value approximates the carrying amount of the debt due to
the short-term maturities of the individual components of the debt.

Scheduled maturities of long-term debt are as follows (amounts in thousands):

Years ending December 31,

2004 $ 22
2005 5,358
2006 26
2007 177,022
2008 600,554
Thereafter 373,886

Total $ 1,156,868

9. COMMITMENTS AND CONTINGENCIES

Red Rock Station

In May 20083, the Company paid $57.9 million to complete the acquisition of approximately 70 acres of land in the Summerlin master-planned
community in Las Vegas, Nevada. The land is located on Charleston Boulevard at the Interstate 215/Charleston interchange, which is the future
site of Red Rock Station. The total purchase price for the land was approximately $64 million. The initial phase of the property is expected to include
60 table games and 2,700 slot machines. The property is expected to also include 400 hotel rooms, 45,000 square feet of meeting space, 16 movie
theaters, a 20,000 square foot spa facility and several restaurants, including a buffet. The cost of the project is expected to be approximately

$450 million to $475 million, of which approximately $74 million has been spent as of December 31, 2003. The Company believes the construction
of the project will begin in mid-2004 and be complete in late 2005 or early 2006.

Santa Fe Station Expansion

The Company is currently expanding Santa Fe Station, which will add more than 20,000 square feet of additional casino space, 350 slot machines,
a new 16-screen movie theater complex, an upgrade of the property’s bowling center, a new entertainment venue and bar, a new Kid’s Quest facility
and other amenities. The expansion project will also include the removal of the ice arena. The Company believes that the expansion will cost
approximately $50 million and is expected to be completed in the first quarter of 2005.

Boulder Station Lease

The Company entered into a ground lease for 27 acres of land on which Boulder Station is located. The Company leases this land from KB
Enterprises, a company owned by Frank J. Fertitta, Jr. and Victoria K. Fertitta (the “Related Lessor”), the parents of Frank J. Fertitta Ill, Chairman
of the Board and Chief Executive Officer of the Company and Lorenzo J. Fertitta, President of the Company. The lease has a maximum term of

65 years, ending in June 2058. The lease provides for monthly payments of $183,333 through June 2008. In July 2008, and every ten years thereafter,
the rent will be adjusted by a cost of living factor. In July 2013, and every ten years thereafter, the rent will be adjusted to the product of the fair
market value of the land and the greater of (i) the then prevailing annual rate of return for comparably situated property or (ii) 8% per year. In no
event will the rent for any period be less than the immediately preceding period. Pursuant to the ground lease, the Company has an option,
exercisable at five-year intervals with the next option in June 2008, to purchase the land at fair market value. The Company'’s leasehold interest in
the property is subject to a lien to secure borrowings under the Revolving Facility.

Texas Station Lease

The Company entered into a ground lease for 47 acres of land on which Texas Station is located. The Company leases this land from Texas
Gambling Hall & Hotel, Inc., a company owned by the Related Lessor. The lease has a maximum term of 65 years, ending in July 2060. The lease
provides for monthly rental payments of $287,500 through June 2005. In July 2005, and every ten years thereafter, the rent will be adjusted by a
cost of living factor. In July 2010, and every ten years thereafter, the rent will be adjusted to the product of the fair market value of the land and the
greater of (i) the then prevailing annual rate of return being realized for owners of comparable land in Clark County or (ii) 8% per year. In no event
will the rent for any period be less than the immediately preceding period. Pursuant to the ground lease, the Company has an option, exercisable
at five-year intervals with the next option in May 2005, to purchase the land at fair market value. The Company'’s leasehold interest in the property
is subject to a lien to secure borrowings under the Revolving Facility.
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Wild Wild West Lease

The Company exercised its option to purchase the 19-acre parcel of land on which Wild Wild West is located in 2003. Pursuant to the lease,
the purchase will take place in July 2005 at the fair market value of the land but not less than $27 million or not more than approximately $36 million.
No amounts related to this purchase option have been recorded on the Company’s consolidated balance sheets at December 31, 2003.

Operating Leases

The Company leases several parcels of land, buildings and equipment used in its operations. Leases on various parcels ranging from 19 acres
to 47 acres have terms expiring between February 2004 and March 2099. Future minimum lease payments required under these operating leases
and other noncancelable operating leases are as follows (amounts in thousands):

Years ending December 31,

2004 $ 13,586
2005 10,805
2006 9,244
2007 9,233
2008 9,211
Thereafter 490,886

Total $ 542,965

Rent expense totaled approximately $13.6 million, $12.7 million and $11.8 million for the years ended December 31, 2003, 2002
and 2001, respectively.

Green Valley Ranch Station

Green Valley Ranch Station is owned by a 50/50 joint venture between the Company and GCR Gaming. The joint venture financed Green Valley
Ranch Station with a group of banks, and originally provided for borrowings up to $165.0 million at a margin above the LIBOR rate of up to

250 basis points. In December 2003, Green Valley Ranch Station entered into an Amended and Restated Loan Agreement, which replaced the
original financing. The available borrowings have been increased to $250.0 million as of December 31, 2003. The proceeds from the amended
agreement were used to pay off secured equipment and other financing and to fund the expansion of the facility. Green Valley Ranch Station has
entered into an agreement to swap the majority of its floating rate to a fixed rate that will approximate 7.0% during the term of the loan. The loan
requires a limited make-well of $42.0 million, if necessary (based on operating results of the property). Pursuant to the make-well agreement, if
Green Valley Ranch Station fails to comply with the Fixed Charge Coverage Ratio or the Leverage Ratio (both as defined in the Green Valley
Ranch credit agreement), the partners will be required to make cash equity contributions in such amounts as required, which will result in pro forma
compliance with the covenants. The make-well is a joint and several obligation of each partner, with GCR Gaming’s obligation collateralized.

The make-well agreement will terminate upon achieving a post expansion debt to Adjusted EBITDA (as defined) ratio of less than or equal to 3.00
to 1.00 and producing Adjusted EBITDA before management fees of at least $42.0 million. As of December 31, 2003, the debt to Adjusted EBITDA
ratio was 2.62 to 1.00. The outstanding balance of the Green Valley Ranch Station revolving credit facility as of December 31, 2003, was
approximately $150.0 million.

In the fourth quarter of 2003, the Company began a $110 million expansion at Green Valley Ranch Station. The expansion will include 296 hotel
rooms, 25,500 square feet of additional meeting space, approximately 200 slot machines and an expanded spa facility. Construction on the project
is expected to be complete in the fourth quarter of 2004.

In December 2001 and March 2002, Green Valley Ranch Station entered into interest rate swaps that have converted a portion of its floating
rate debt to a fixed rate and are matched to a portion of its revolving facility. At December 31, 2003, the combined notional amount of the interest
rate swaps was $108.0 million, and decreases by varying amounts each quarter. As of December 31, 2003, Green Valley Ranch Station was paying
a weighted average fixed rate of 4.33% on the interest rate swaps and was receiving a weighted average floating rate based on three-month
LIBOR of 1.15%. These interest rate swaps were also priced to have no value at inception. As a result of the mark-to-market valuation of the interest
rate swaps, the Company recorded approximately $1.3 million and $1.7 million as of December 31, 2003 and December 31, 2002, respectively,
for its share of the Green Valley Ranch Station interest rate swaps in accumulated other comprehensive loss in the Company'’s
consolidated balance sheets.

United Auburn Indian Community

The Company has entered into a Development Services Agreement and a Management Agreement with the UAIC. Pursuant to those agreements,
and in compliance with a Memorandum of Understanding entered by the UAIC and Placer County, California, the Company and the UAIC developed
Thunder Valley, a gaming and entertainment facility on approximately 49 acres located approximately seven miles north of Interstate 80, in

Placer County, California, near Sacramento, which opened on June 9, 2003. On September 17, 2002, the United States Department of the Interior
accepted the land into trust on behalf of the UAIC. The acceptance of the land into trust followed the decision of the United States District Court
for the District of Washington, D.C., dismissing a lawsuit filed by the cities of Roseville and Rocklin, California, and Citizens for Safer Communities,
which challenged the U.S. Department of the Interior's decision to accept the land into trust. Immediately following the District Court’s decision,
the plaintiffs appealed the decision to the United States Court of Appeals for the District of Columbia. On November 14, 2003, the Court of Appeals
affirmed the dismissal of the lawsuit by the District Court. On February 15, 2004, the Citizens for Safer Communities filed a petition for writ of
certiorari with the United States Supreme Court, seeking to appeal the decision of the Court of Appeals. The remaining plaintiffs did not seek

to appeal the decision. Notwithstanding the Court of Appeals’ decision and the acceptance of the land into trust, there can be no assurances as
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to the ultimate outcome of the Citizens for Safer Communities’ pending efforts to appeal that decision. The Company’s seven-year Management
Agreement was approved by the National Indian Gaming Commission (“NIGC”) and expires in June 2010. The Company receives a management
fee equal to 24% of the facility’s net income, as defined, which totaled approximately $40.3 million for the year ended December 31, 2003.

The Company also received a development fee equal to 2% of the cost of the project upon the opening of the facility, which totaled approximately
$4.6 million, net of certain expenses, for the year ended December 31, 2003, and is included in other operating revenues on the Company’s
consolidated statements of operations.

Thunder Valley has 1,906 Class Il slot machines and 111 table games, including a private VIP gaming area, a 500-seat bingo room, three
specialty restaurants, a 500-seat buffet, a food court, a center pit bar and parking for over 4,500 vehicles. The Company assisted the UAIC in
obtaining $215.0 million of financing for the project through a group of lenders, with the Company providing an unlimited completion guaranty and
credit support for all amounts outstanding under such financing. Based on the current level of operating results of Thunder Valley, the Company
expects the credit support to terminate in June 2004. The Company has evaluated its obligations related to the completion guaranty in accordance
with FASB Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Guarantees of Indebtedness of
Others” and has determined that the fair value of the obligation is not material. Prior to the completion of the financing, the Company advanced
approximately $46.9 million to the UAIC for the development of Thunder Valley. The entire balance was repaid in 2003. The Company’s advances
carried an interest rate of 10%. The interest on the Company’s advances to the UAIC was approximately $4.8 million and is included in interest
income on the Company’s consolidated statements of operations for the year ended December 31, 2003.

The Federated Indians of Graton Rancheria

In April 2003, the Company entered into Development and Management Agreements with the Federated Indians of Graton Rancheria (the “FIGR”)
pursuant to which the Company will assist the FIGR in developing and operating a gaming and entertainment project to be located in

Sonoma County, California. The FIGR selected the Company to assist it in designing, developing and financing the project and, upon opening,

the Company will manage the facility on behalf of the FIGR. The Management Agreement has a term of seven years from the opening of the facility
and the Company will receive a management fee equal to 22% of the facility’s net income. The Company will also receive a development fee equal
to 2% of the cost of the project upon the opening of the facility.

In August 2003, the Company and the FIGR entered into an option to purchase 360 acres of land just west of Rohnert Park’s city limits in Sonoma
County, California. The proposed site of the project is bordered by Stony Point Road, Wilfred Avenue and Rohnert Park Expressway, approximately
one-half mile from Highway 101 and approximately 43 miles from San Francisco. In October 2003, the FIGR entered into a Memorandum of
Understanding with the City of Rohnert Park. Development of the gaming and entertainment project is subject to certain governmental and regulatory
approvals, including, but not limited to, negotiating a gaming compact with the State of California, the United States Department of the Interior
accepting the land into trust on behalf of the FIGR and approval of the Management Agreement by the NIGC. No assurances can be given as to
when, or if, the necessary government and regulatory approvals will be received. Prior to the receipt of such government and regulatory approvals,
the Company likely will contribute significant financial support to this project. As of December 31, 2003, the Company had advanced approximately
$16.2 million toward the development of this project, primarily to secure real estate for future development. In addition, the Company will make
approximately $11.3 million of payments upon achieving certain milestones, which will not be reimbursed. As of December 31, 2003, approximately
$2.0 million of these payments have been made. The proposed project is expected to be completed in approximately three to four years, but there
can be no assurance that it will be completed within that timeframe or at all.

Gun Lake Tribe

On November 13, 2003, the Company agreed to purchase a 50% interest in MPM Enterprises, LLC, a Michigan limited liability company (“MPM").
Concurrently with the Company’s agreement to purchase that interest, MPM and the Match-E-Be-Nash-She-Wish Band of Pottawatomi Indians,

a federally recognized Native American tribe commonly referred to as the Gun Lake Tribe (“Gun Lake”), entered into amended Development and
Management Agreements, pursuant to which MPM will assist Gun Lake in developing and operating a gaming and entertainment project to be
located in Allegan County, Michigan.

The Company has agreed to pay $6.0 million for its 50% interest in MPM, which is payable upon achieving certain milestones and are not
reimbursable. An additional $12.0 million in total may be paid by the Company in years six and seven of the amended Management Agreement,
subject to certain contingencies. Under the terms of the amended Development Agreement, the Company has agreed to arrange financing for
the ongoing development costs and construction of the project. Prior to obtaining financing for the project, the Company expects to advance
$10 million to $15 million to Gun Lake for the acquisition of land and other development costs. As of December 31, 2003, the Company had
advanced approximately $5.2 million toward the development of this project, primarily to secure real estate for future development. Although no
firm construction budget has been established, the Company expects that the total cost of the development and construction of the project would
be less than $200 million. Funds advanced by the Company are expected to be repaid with the proceeds of the project financing or from Gun
Lake’s gaming revenues. The amended Management Agreement has a term of seven years from the opening of the facility and provides for a
management fee of 30% of the project’s net income to be paid to MPM. Pursuant to the terms of the MPM Operating Agreement, the Company’s
portion of the management fee is 50% of the first $24 million of management fees earned, 83% of the next $24 million of management fees and
93% of any management fees in excess of $48 million.

The proposed project will be located on approximately 145 acres on Highway 131 near 129th Avenue, approximately 25 miles north of
Kalamazoo, Michigan. As currently contemplated, the project would include up to 2,500 slot machines, 75 table games, a buffet, specialty restaurants
and an entertainment venue. Construction of the project includes the conversion of an existing 192,000 square foot building into the entertainment
facility. Development of the entertainment project and operation of Class Ill gaming is subject to certain governmental and regulatory approvals,
including, but not limited to, negotiating a gaming compact with the State of Michigan, the United States Department of the Interior accepting the
land into trust on behalf of Gun Lake and approval of the Management Agreement by the NIGC. No assurances can be given as to when, or if, the
necessary government and regulatory approvals will be received. Prior to the receipt of such governmental and regulatory approvals, the Company
will contribute significant financial support to the project. The proposed project is expected to be completed in 2005, but there can be no
assurance that it will be completed at that time or at all.
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Mechoopda Indian Tribe

In January 2004, the Company entered into Development and Management Agreements with the Mechoopda Indian Tribe of Chico Rancheria,
California (the “MITCR"), a federally recognized Native American tribe. The Company will assist the MITCR in developing and operating a gaming
and entertainment facility to be located in Butte County, California (the “Project”), at the intersection of State Route 149 and Highway 99,
approximately 10 miles southeast of Chico, California and 80 miles north of Sacramento, California. Under the terms of the Development Agreement,
the Company has agreed to arrange the financing for the ongoing development costs and construction of the facility. Prior to obtaining financing
for the facility, the Company expects to advance $5 million to $10 million to the MITCR for the acquisition of land and other development costs.
Although no firm construction budget has been established, the Company expects the total cost of the development and construction of the facility
will be less than $80 million. Funds advanced by the Company are expected to be repaid from the proceeds of the facility financing or from the
MITCR’s gaming revenues. The Management Agreement has a term of seven years from the opening of the facility and provides for a management
fee of 24% of the facility’s net income. The proposed facility will be located on approximately 650 acres on State Route 149, at the intersection
with Highway 99. As currently contemplated, the facility will include approximately 500 slot machines, 10 table games and dining and entertainment
amenities. The Company anticipates the gaming and entertainment facility will be open some time during 2005, but there can be no assurance
that it will be completed at that time or at all.

Cash Transaction Reporting Violations

In April 2003, the Company became aware of violations of certain gaming regulations regarding the reporting of certain cash transactions.

The Company self-reported these violations to the Nevada State Gaming Control Board. The Company, along with the Nevada State Gaming
Control Board, are investigating the violations. The Company is currently unable to determine the amount of fines or extent of sanctions, if any,
which may be levied by the Nevada State Gaming Control Board or the Federal Government. The Company believes the eventual outcome of
this matter will occur in 2004.

b
10. STOCKHOLDERS EqQurTty

Common Stock

The Company is authorized to issue up to 135 million shares of its common stock, $0.01 par value per share, 70,912,227 shares of which were
issued and 10,121,677 shares were held in treasury as of December 31, 2003. Each holder of the common stock is entitled to one vote for each
share held of record on each matter submitted to a vote of stockholders. Holders of the common stock have no cumulative voting, conversion,
redemption or preemptive rights or other rights to subscribe for additional shares other than pursuant to the Rights Plan described below. Subject
to any preferences that may be granted to the holders of the Company’s preferred stock, each holder of common stock is entitled to receive ratably,
such dividends as may be declared by the Board of Directors out of funds legally available therefore, as well as any distributions to the stockholders
and, in the event of liquidation, dissolution or winding up of the Company, is entitled to share ratably in all assets of the Company remaining after
payment of liabilities.

On July 21, 2003 and October 1, 2003, the Company’s Board of Directors declared a quarterly cash dividend of $0.125 per share. On
September 4, 2003, the Company paid a quarterly cash dividend of approximately $7.4 million to shareholders of record on August 14, 2003.
On December 4, 2003, the Company paid a quarterly cash dividend of approximately $7.5 million to shareholders of record on November 13, 2003.

Preferred Stock

The Company is authorized to issue up to 5 million shares of its preferred stock, $0.01 par value per share of which none were issued. The Board
of Directors, without further action by the holders of common stock, may issue shares of preferred stock in one or more series and may fix or alter
the rights, preferences, privileges and restrictions, including the voting rights, redemption provisions (including sinking fund provisions), dividend
rights, dividend rates, liquidation rates, liquidation preferences, conversion rights and the description and number of shares constituting any wholly
unissued series of preferred stock. Except as described above, the Board of Directors, without further stockholder approval, may issue shares of
preferred stock with rights that could adversely affect the rights of the holders of common stock. The issuance of shares of preferred stock under
certain circumstances could have the effect of delaying or preventing a change of control of the Company or other corporate action.

Treasury Stock

During the year ended December 31, 2003, the Company repurchased approximately 1.4 million shares of its common stock for approximately
$25.1 million. The Company is authorized to repurchase up to approximately 19.5 million shares of its common stock. As of December 31, 2003,
the Company had acquired approximately 10.1 million shares at a cost of approximately $134.5 million.

Other Comprehensive Income

SFAS No. 130, “Reporting Comprehensive Income”, requires companies to disclose other comprehensive income and the components of such
income. Comprehensive income is the total of net income and all other non-stockholder changes in equity. For the year ended December 31, 2003,
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the Company recorded its 50% interest in the mark-to-market valuation of the interest rate swaps at Green Valley Ranch Station as other
comprehensive loss. Comprehensive income was computed as follows (amounts in thousands):

For the years ended December 31,

2003 2002 2001

Net income $ 44,343 $ 17,932 $ 19,369
Mark-to-market valuation of interest rate swaps, net of tax 361 (1,695) —
Comprebensive income $ 44,704 $ 16,237 $ 19,369

Rights Plan

On October 6, 1997, the Company declared a dividend of one preferred share purchase right (a “Right”) for each outstanding share of common
stock. The dividend was paid on October 21, 1997. Each Right entitles the registered holder to purchase from the Company one one-hundredth
of a share of Series A Preferred Stock, par value $0.01 per share (“Preferred Shares”) of the Company at a price of $40.00 per one one-hundredth
of a Preferred Share, subject to adjustment. The Rights are not exercisable until the earlier of 10 days following a public announcement that a
person or group of affiliated or associated persons have acquired beneficial ownership of 15% or more of the outstanding common stock
(*Acquiring Person”) or 10 business days (or such later date as may be determined by action of the Board of Directors prior to such time as any
person or group of affiliated persons becomes an Acquiring Person) following the commencement of, or announcement of an intention to make,

a tender offer or exchange offer, the consummation of which would result in the beneficial ownership by a person or group of 15% or more of the
outstanding common stock.

The Rights will expire on October 21, 2007. Acquiring Persons do not have the same rights to receive common stock as other holders upon
exercise of the Rights. Because of the nature of the Preferred Shares’ dividend, liquidation and voting rights, the value of one one-hundredth interest
in a Preferred Share purchasable upon exercise of each Right should approximate the value of one common share. In the event that any person
or group of affiliated or associated persons becomes an Acquiring Person, the proper provisions will be made so that each holder of a Right, other
than Rights beneficially owned by the Acquiring Person (which will thereafter become void), will thereafter have the right to receive upon exercise
that number of shares of common stock having a market value of two times the exercise price of the Right. In the event that the Company is
acquired in a merger or other business combination transaction or 50% or more of its consolidated assets or earning power are sold after a person
or group has become an Acquiring Person, proper provision will be made so that each holder of a Right will thereafter have the right to receive,
upon exercise thereof, that number of shares of common stock of the acquiring company, which at the time of such transaction will have a market
value of two times the exercise price of the Right. Because of the characteristics of the Rights in connection with a person or group of affiliated or
associated persons becoming an Acquiring Person, the Rights may have the effect of making an acquisition of the Company more difficult and
may discourage such an acquisition.

11. BENEFIT PLANS

Stock Compensation Programs

The Company has adopted a Stock Compensation Program which includes (i) an Incentive Stock Option Plan for the grant of incentive stock
options, (ii) a Compensatory Stock Option Plan providing for the grant of nonqualified stock options, (iii) a Restricted Shares Plan providing for
the grant of restricted shares of common stock and (iv) a Nonemployee Director Stock Option Plan, providing for the grant of nonqualified stock
options. The Company has also adopted the 1999 Stock Compensation Program (combined with the Stock Compensation Program “the
Programs”), which includes (i) the 1999 Compensatory Stock Option Plan providing for the majority of the grants of nonqualified stock options
to employees who are not officers or directors of the Company and (ii) the 1999 Share Plan which grants shares of common stock to employees
based on their length of service with the Company. Officers, key employees, directors (whether employee or non-employee) and independent
contractors or consultants of the Company and its subsidiaries are eligible to participate in the Programs. However, only employees of the
Company and its subsidiaries are eligible to receive incentive stock options.

A maximum of 18,710,500 shares of common stock has been reserved for issuance under the Programs. Options are granted at the current
market price at the date of grant. The plan provides for a variety of vesting schedules, including immediate, 20% per year for five years,
10% per year for 10 years, and a cliff vest at the vesting date, to be determined at the time of grant. Generally, all options expire 10 years from
the date of grant.
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The Programs will terminate 10 years from the date of adoption or extension, unless terminated earlier by the Board of Directors, and no options
or restricted shares may be granted under the Programs after such date. Summarized information for the Programs is as follows:

For the years ended December 31,

2003 2002 2001

Weighted Weighted Weighted
ﬂUL’fﬂgL’ avemgf ﬂVL’VﬂgE
exercise exercise exercise
Options price Options price Options price
Outstanding at beginning of the year 13,533,544 $10.59 14,637,783 $10.22 10,765,592 $ 9.91
Granted 169,500 $19.98 1,649,500 $13.70 4,298,000 $11.02
Exercised (3,838,986) $ 863 (1,079,667) $ 8.46 (132,638) $ 6.10
Canceled (244,242) $13.15 (1,674,072) $13.07 (293,171) $12.64
Outsmnding at end (y‘ the year 9,619,816 $11.25 13,533,544 $10.59 14,637,783 $10.22
Exercisable at end of year 5,383,469 $10.36 7,133,595 $ 9.05  7,655597 $ 9.64

Options available for grant 1,182,455 1,497,825 510,811

The following table summarizes information about the options outstanding at December 31, 2003:

Options outstanding Options exercisable

Weighted
Number average Weighted Number Weighted
Range of outstanding remaining average exercisable average
exercise at contractual exercise at exercise
prices December 31, 2003 life price. December 31, 2003 prices
$ 3.29-$ 7.91 1,107,445 4.6 $ 5.31 1,044,750 $ 517
$ 7.92-$15.82 8,222,921 6.5 $11.79 4,281,969 $11.54
$15.83-%$22.15 261,450 8.5 $17.52 56,750 $17.12
$22.16-$31.65 28,000 9.7 $28.97 — $ —
9,619,816 6.3 $11.25 5,383,469 $10.36

Restricted stock grants of 383,468, 50,000, and 1,297,800 shares were issued under the Programs during the years ended December 31, 2003,
2002 and 2001, respectively. The effect of these grants is to increase the issued and outstanding shares of the Company’s common stock and
decrease the number of shares available for grant in the plan. Deferred compensation is recorded for the restricted stock grants equal to the market

value of the Company’s common stock on the date of grant. The deferred compensation is amortized over the period the restricted stock vests and

is recorded as compensation expense in the accompanying consolidated statements of operations. In addition, the Company issued 219,138
shares of restricted stock in 2001 to three of its executive officers in accordance with a Long-Term Stay-On Performance Incentive Plan.

The fair value on the grant date of the restricted shares and the amount of compensation expense recognized in connection with the restricted
shares is as follows (amounts in thousands):

For the years ended December 31,

2003 2002 2001
Fair value on grant date $ 11,472 $ 695 $ 18,044
Compensation expense 3,201 2,973 1,480

4o01(k) Plan

The Company has a defined contribution 401(k) plan, which covers all employees who meet certain age and length of service requirements and
allows an employer contribution up to 50% of the first 4% of each participating employee’s compensation. Plan participants can elect to defer
before tax compensation through payroll deductions. These deferrals are regulated under Section 401(k) of the Internal Revenue Code.

The Company’s matching contribution was approximately $1.8 million, $1.7 million and $1.7 million for the years ended December 31, 2003, 2002
and 2001, respectively.
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12. ExecuTivE COMPENSATION PLANS

The Company has employment agreements with certain of its executive officers. These contracts provide for, among other things, an annual base
salary, supplemental long-term disability and supplemental life insurance benefits in excess of the Company’s normal coverage for employees.

In addition, the Company has adopted a Supplemental Executive Retirement Plan for its Chief Executive Officer and a Supplemental Management
Retirement Plan for certain key executives as selected by the Human Resources Committee of the Company’s Board of Directors. Other executive
plans include a Deferred Compensation Plan and a Long-Term Stay-On Performance Incentive Plan.

13. INcoME TAXES

The Company files a consolidated federal income tax return. The provision for income taxes for financial reporting purposes consists of the following
(amounts in thousands):

For the years ended December 31,

2003 2002 2001

Income tax provision from continuing operations $ (23,834) $ (18,508) $ (11,094)
Tax benefit from change in accounting principle — 7,170 —
Total income taxes $ (23,834) $ (11,338) $ (11,094)

The provision for income taxes attributable to the net income consists of the following (amounts in thousands):

For the years ended December 31,

2003 2002 2001

Current $ (1,826) $ 372 $ 108
Deferred (22,008) (18,880) (11,202)
Total income taxes $ (23,834) $ (18,508) $ (11,094)

The income tax provision differs from that computed at the federal statutory corporate tax rate as follows:

For the years ended December 31,

2003 2002 2001

Federal statutory rate 35.0% 35.0% 35.0%
Lobbying and political 0.2 0.7 0.7
Meals and entertainment 0.1 0.6 2.2
Credits earned, net (0.9) 1.7) (1.8)
Sale of subsidiary — — (1.5)
Nondeductible officers compensation 2.6 2.8 0.2
Reduction in liability based on conclusion of an IRS examination (2.2) — —
Other, net 0.2 1.3 1.6

Eﬁective tax rate 35.0% 38.7% 36.4%
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The tax effects of significant temporary differences representing net deferred tax assets and liabilities are as follows (amounts in thousands):

December 31,
2003 2002
Deferred tax assets:
Current:
Accrued vacation, bonuses and group insurance $ 3,880 $ 4,120
Prepaid gaming taxes (5,100) (4,484)
Other 18,024 4,211
TOTAL CURRENT 16,804 3,847
Long-term:
Preopening and other costs, net of amortization 4,434 4,736
Accrued benefits 11,614 8,367
FICA credits 1,179 1,268
Alternative minimum tax credits 19,999 22,638
Other — 1,720
TOTAL LONG-TERM 37,226 38,729
TOTAL DEFERRED TAX ASSETS 54,030 42,576
Deferred tax liabilities:
Long-term:
Temporary differences related to property and equipment (101,177) (87,637)
Other (1,334) (3,869)
TOTAL DEFERRED TAX LIABILITIES (102,511) (91,506)
Net $ (48,481) $ (48,930)

The excess of the alternative minimum tax over the regular federal income tax is a tax credit, which can be carried forward indefinitely to
reduce future regular federal income tax liabilities. The Company did not record a valuation allowance at December 31, 2003 or 2002 relating
to recorded tax benefits because all benefits are more likely than not to be realized.

During 20083, the Internal Revenue Service (“IRS”) completed their examination related to the years March 31, 1994 through March 31, 1998.
Based on the favorable conclusion of their examination, the Company recorded a reduction in its tax contingency reserve of approximately
$1.5 million. The Company is also under IRS examination for years December 31, 1998 through December 31, 2002. Management does not believe
that the outcome of these examinations will have a material effect on the Company’s financial statements.

14. LEGAL MATTERS

The Company and its subsidiaries are defendants in various lawsuits relating to routine matters incidental to their business. As with all litigation,
no assurance can be provided as to the outcome of the following matters and litigation inherently involves significant costs. Following is a summary
of key litigation impacting the Company.

Poulos/Ahearn Litigation

On April 26, 1994, a suit seeking status as a class action lawsuit was filed by plaintiff, William H. Poulos, et al., as class representative, in the
United States District Court, Middle District of Florida, naming 41 manufacturers, distributors and casino operators of video poker and electronic
slot machines, including Station Casinos. On May 10, 1994, a lawsuit alleging substantially identical claims was filed by another plaintiff,

William Ahearn, et al., as class representative, in the United States District Court, Middle District of Florida, against 48 manufacturers, distributors
and casino operators of video poker and electronic slot machines, including the Company and most of the other major hotel/casino companies.
The lawsuits allege that the defendants have engaged in a course of fraudulent and misleading conduct intended to induce persons to play such
games based on a false belief concerning how the gaming machines operate, as well as the extent to which there is an opportunity to win.

The two lawsuits have been consolidated into a single action, and have been transferred to the United States District Court for the District of Nevada
(the “Nevada District Court”). On September 26, 1995, a lawsuit alleging substantially identical claims was filed by plaintiff, Larry Schreier, et al.,
as class representative, in the Nevada District Court, naming 45 manufacturers, distributors, and casino operators of video poker and electronic
slot machines, including the Company. Motions to dismiss the Poulos/Ahearn and Schreier cases were filed by defendants. On April 17, 1996,
the Poulos/Ahearn lawsuits were dismissed, but plaintiffs were given leave to file Amended Complaints on or before May 31, 1996. On May 31, 1996,
an Amended Complaint was filed, naming William H. Poulos, et al., as plaintiff. Defendants filed a motion to dismiss. On August 15, 1996, the
Schreier lawsuit was dismissed with leave to amend. On September 27, 1996, Schreier filed an Amended Complaint. Defendants filed motions

to dismiss the Amended Complaint. In December 1996, the Court consolidated the Poulos/Ahearn, the Schreier, and a third case not involving
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the Company and ordered all pending motions be deemed withdrawn without prejudice, including Defendants’ Motions to Dismiss the Amended
Complaints. The plaintiffs filed a Consolidated Amended Complaint on February 13, 1997. On or about December 19, 1997, the Court issued formal
opinions granting in part and denying in part the defendants’ motion to dismiss. In so doing, the Court ordered plaintiffs to file an amended complaint
in accordance with the Court’'s orders in January of 1998. Accordingly, plaintiffs amended their complaint and filed it with the Nevada District Court
in February 1998. The Company and all other defendants continue to deny the allegations contained in the amended complaint filed on behalf of
plaintiffs. The plaintiffs are seeking compensatory, special, consequential, incidental, and punitive damages in unspecified amounts. On June 25, 2002,
the Nevada District Court denied plaintiffs’ motion for class certification. On July 11, 2002, plaintiffs filed a petition for permission to appeal such
class certification ruling with the United States Court of Appeals for the Ninth Circuit. On August 15, 2002, the Ninth Circuit granted the plaintiffs’
petition for permission to appeal such class certification ruling. The parties have filed briefs setting forth their arguments, and rebutting the other
party’s arguments concerning the issue on appeal. On January 15, 2004, the Court of Appeals heard oral argument on this matter, but has yet to
issue a ruling. While no assurances can be made with respect to any litigation, the Company believes that the plaintiffs’ claims are without merit
and does not expect that the lawsuits will have a material adverse effect on the Company’s financial position or results of operations.

Fitzgerald’s Sugar Creek Litigation

On December 20, 2000, the Company and Kansas City Station Corporation were named as defendants in an action styled Fitzgeralds Sugar Creek,
Inc. v. Kansas City Station Corp., et al., No. 00CV230480 (Circuit Court of Jackson County, Missouri). The plaintiff alleged that the defendants were
liable for unspecified actual and punitive damages and other relief, based on alleged tortuous interference with the plaintiff's business expectancy
of receiving a Missouri gaming license in the Kansas City metropolitan area. The allegations of the petition appeared to be based on the same
issues involved in the investigation by the Missouri Gaming Commission related to activities of Michael Lazaroff, an attorney who formerly represented
the Company in Missouri. The plaintiff also alleged claims based on fraudulent concealment and civil conspiracy. The Company and its subsidiary
responded to this lawsuit on January 19, 2001 and moved to remove the case to bankruptcy court in Nevada. On March 29, 2001, the United States
Bankruptcy Court for the Western District of Missouri remanded the case to the Circuit Court of Jackson County, Missouri. On April 19, 2001,
defendants filed a motion to dismiss plaintiff's petition. On August 10, 2001, the Circuit Court (1) granted that motion to dismiss as to the civil
conspiracy claim, and (2) denied that motion to dismiss as to the tortuous interference with business expectancy and fraudulent concealment claims.
On November 21, 2001, Philip Griffith and the City of Sugar Creek, Missouri (the “City”) were added as plaintiffs in this case. The new plaintiffs
also alleged claims for tortuous interference with business expectancy and fraudulent concealment. On December 17, 2001, defendants filed a
motion to dismiss all of Griffith’s and the City’s claims. On March 15, 2002, the Circuit Court denied that motion to dismiss in its entirety. This litigation
was settled in February 2004 (see Note 15 “Subsequent Events—Litigation Settlement”).

Harrah’s Litigation

On July 13, 2001, the Company and five of its major operating subsidiaries were named as defendants in a lawsuit brought by Harrah’s Entertainment,
Inc. and Harrah’s Operating Company, Inc. in the United States District Court, District of Nevada (CV-S-01-0825-PMP-RJJ). The plaintiffs allege
that the Company and its subsidiaries are liable for unspecified actual and punitive damages, and they seek injunctive and other relief, based on
allegations that the Company’s “Boarding Pass Rewards Program” infringes on various patents held by the plaintiffs.

On October 4, 2001, the Company and the subsidiaries filed their answer and counterclaim seeking declaratory judgment that Harrah's patents,
(1) are not infringed by the Company’s and the subsidiaries’ actions, (2) are invalid under federal patent law and (3) are rendered unenforceable
due to Harrah’s inequitable conduct. On March 27, 2002, Harrah’s filed an amended complaint, which added an additional defendant, Green Valley
Ranch Gaming, LLC, which is an affiliate of the Company. On April 22, 2002, the Company and its subsidiaries and affiliate filed their amended
answer and counterclaim denying infringement by Green Valley Ranch Gaming, LLC, and alleging Harrah’s committed further acts of
inequitable conduct.

On January 17, 2003, the Company filed motions for summary judgment or partial summary judgment on several issues: (1) a Motion for
Summary Judgment of Patent Unenforceability Due To Inequitable Conduct, (2) a Motion for Summary Judgment of Patent Invalidity Under
35 U.S.C. ss 102 and 103 (lack of novelty and obviousness), (3) a Motion for Partial Summary Judgment of Patent Invalidity Under 35 U.S.C. s 112
(indefiniteness, lack of written description and failure to disclose best mode), (4) a Motion for Partial Summary Judgment of Non-Infringement of
U.S. Patent No. 6,003,013, and (5) a Motion for Partial Summary Judgment of Non-Infringement of U.S. Patent No. 6,183,362. That same day,
Harrah's filed motions for partial summary judgment on several issues: (1) a Motion for Partial Summary Judgment of Infringement of Claims 15-18
of U.S. Patent No. 5,761,647, (2) a Motion for Partial Summary Judgment of Infringement of Claims 1-2 and 49 of U.S. Patent No. 6,003,013,

(3) a Motion for Partial Summary Judgment on Defendants’ Invalidity Defenses, and (4) a Motion for Partial Summary Judgment That Certain Third
Party Systems Are Not Prior Art. During February and March of 2003, the parties filed oppositions, reply briefs and various motions to strike in
response to the summary judgment motions.

The Company and its subsidiaries and affiliate have requested oral argument on the motions. A hearing on certain of the summary judgment
motions and motions to strike has been set for March 23, 2004. While no assurances can be made with respect to any litigation, the Company
believes that the plaintiffs’ claims are without merit and does not expect that the lawsuit will have a material adverse effect on its financial position
or results of operations.

Plattner Litigation

On May 2, 2003, the Company and one of its operating subsidiaries, Palace Station Hotel & Casino, Inc. (“Palace Station”), were named as
defendants in a lawsuit seeking status as a class action brought by Dov Plattner in the Superior Court of Los Angeles County, California
(Case No. CB295056).

The lawsuit seeks to recover for alleged breach of contract, fraud, negligent misrepresentation, breach of covenant of good faith and fair
dealing, promissory fraud, unjust enrichment and violations of sections 17200 and 17500, et. seq. of the California Business and Professions
Code, all in connection with energy and telephone surcharge fees imposed on Palace Station hotel guests. The plaintiff is requesting unspecified
actual and punitive damages, as well as injunctive and other relief.

On November 10, 2003, the defendants filed a response to the complaint denying all liability. While no assurances can be made with respect to
any litigation, the Company believes that the plaintiff's claims are without merit and does not expect that the lawsuit will have a material adverse
effect on the Company’s financial position or results of operations.
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Castillo Litigation

On May 14, 2003, the Company (as a nominal defendant only) and all of its executive officers and directors were named as defendants in a
derivative action lawsuit, which also seeks status as a class action, brought by Bernard Castillo in the District Court of Clark County, Nevada
(Case No. A467663).

The lawsuit alleges that (1) the director defendants breached their fiduciary duties by failing to make certain disclosures in the Company’s 2002
Proxy Statement regarding the sale by the Company of its subsidiary, Southwest Gaming Services, Inc. (“SGSI”), and regarding a proposal seeking
shareholder approval of an amendment to the Company’s stock option plan; (2) the director defendants breached their fiduciary duties in approving
the sale of SGSI and in recommending approval of the option plan amendment; and (3) the purchasers of SGSI and the recipients of certain benefits
made possible by the option plan amendment were unjustly enriched. The plaintiff is requesting unspecified actual damages, as well as injunctive
and other relief.

On July 21, 2003, the defendants filed a motion to dismiss or, in the alternative, motion to stay all of the plaintiff's claims. On October 24, 2003,
the District Court granted the motion to stay all of plaintiff’s claims pending the consideration of such claims by a special litigation committee to be
formed by the Company in accordance with the Court’s order granting such motion. On February 27, 2004, the District Court entered another order
extending the stay for another 120 days pending the special litigation committee investigation. While no assurances can be made with respect to
any litigation, the Company believes that the plaintiff's claims are without merit and does not expect that the lawsuit will have a material adverse
effect on the Company’s financial position or results of operations.

15. SUBSEQUENT EVENTS

Senior Subordinated Notes

In January 2004, the Company completed an offering of $400 million senior subordinated notes due in January 2014 that bear interest at a rate
equal to 6 1/2%. The proceeds from this offering were used to repay amounts outstanding on the Revolving Facility and to repurchase or redeem
the $199.9 million 8 7/8% senior subordinated notes, which were due in 2008. In February 2004, the Company completed an offering of $350 million
senior subordinated notes due in March 2016 that bear interest at a rate equal to 6 7/8%. The proceeds of this offering were used to repurchase
a portion of the $375 million 9 7/8% senior subordinated notes, which were due in July 2010. In March 2004, the Company completed an additional
offering of $50 million of senior subordinated notes due in January 2014 and bear interest at a rate equal to 6 1/2%. This offering was an add-on
to the $400 million senior subordinated notes issued in January 2004.

As a result of the redemptions, the Company will record a loss on early retirement of debt of approximately $58 million in the first quarter of 2004.
Approximately $147.6 million of the $199.9 million 8 7/8% senior subordinated notes were redeemed pursuant to a tender offer and consent
solicitation and the remaining $52.3 million were redeemed pursuant to our call option. Approximately $357.5 million of the $375 million 9 7/8% senior
subordinated notes were redeemed pursuant to a tender offer and consent solicitation and the remaining $17.4 million will remain outstanding.
The consent solicitations effectively eliminated all of the covenants from the remaining 9 7/8% senior subordinated notes.

In March 2004, the Company issued a tender offer and consent solicitation for the $400 million 8 3/8% senior notes due 2008. In March 2004,
the Company also agreed to issue $450 million of 6% senior notes due in April 2012. The proceeds form this offering will be used to repurchase
the $400 million of 8 3/8% senior notes. Subject to customary conditions and the tender of a majority in principal amount of the 8 3/8% senior notes,
the transaction is expected to close on March 17, 2004.

In February 2004, the Company entered into two additional interest rate swaps with a combined notional amount of $200 million that is tied
directly to the Company’s 6 1/2% senior subordinated notes that it issued in January 2004. The interest rate swaps will convert a portion of the
Company’s fixed-rate debt to a floating rate based upon six-month LIBOR rates. At inception, the Company pays a floating rate of six-month
LIBOR plus 1.80% and receives a fixed rate of 6 1/2%. The interest rate swaps terminate in 2014.

North Fork Rancheria of Mono Indian Tribe

In March 2004, the Company entered into Development and Management Agreements with the North Fork Rancheria of Mono Indians (“Mono”),

a federally recognized Native American tribe located in central California. The Company will assist the Mono in developing and operating a gaming
and entertainment facility to be located in Madera County, California. The Company has secured for the benefit of the Mono two parcels of land
located on Highway 99 north of the city of Madera. Under the terms of the Development Agreement, the Company has agreed to arrange the
financing for the ongoing development costs and construction of the facility. Although no firm construction budget has been established, the
Company expects the total cost of the development and construction of the facility will be less than $225 million. Funds advanced by the Company
are expected to be repaid from the proceeds of the project financing or from the Mono’s gaming revenues. The Management Agreement has a
term of seven years from the opening of the facility and provides for a management fee of 24% of the facility’s net income. As currently contemplated,
the facility will include approximately 2,000 slot machines, 70 table games and dining, hotel and entertainment amenities. Development of the
gaming and entertainment project is subject to certain governmental and regulatory approvals, including, but not limited to, negotiating a gaming
compact with the State of California, the United States Department of the Interior accepting the land into trust on behalf of the Mono and approval
of the Management Agreement by the NIGC. The Company anticipates the gaming and entertainment facility will be open some time in late 2007,
but there can be no assurance that it will be completed at that time or at all.

Litigation Settlement

On February 9, 2004, the Company reached an agreement to settle a lawsuit brought in December 2000 by Fitzgeralds Sugar Creek, Inc., the City
of Sugar Creek, Missouri and Phillip Griffith for $38 million ($24.7 million, net of the related tax benefit), which was paid on February 24, 2004.
The lawsuit centered on allegations of improper conduct by the Company’s former Missouri legal counsel, Michael Lazaroff. The Company has
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asserted a claim against Mr. Lazaroff and his former law firm to recover all damages caused by Mr. Lazaroff's conduct. As part of that claim, the

Company intends to seek reimbursement for, among other things, the amount it was required to pay to settle the Fitzgerald’s litigation, as well as

the attorney’s fees and costs incurred by the Company in defending that litigation. There can be no assurance that the Company will be successful
in recovering all or any portion of costs or damages.

16. QUARTERLY FinanciaL INFORMATION (UNAUDITED )

Income
(loss) Net
before income Diluted
income ﬂoss) earnings
taxes and applicable (Toss)
change in to per
Net Operating accounting common common
(amounts in thousands, except per share amounts) revenues income principle stock share
Year ended December 31, 2003
First quarter © $ 199,561 $ 40,550 $ 19,938 $ 12,561 $ 0.21
Second quarter © 210,005 48,002 32,743 20,628 0.33
Third quarter © 218,670 49,880 31,431 19,802 0.32
Fourth quarter @ 229,853 2,639 (15,935) (8,648) (0.14)
Year ended December 31, 2002
First quarter © $ 202,067 $ 43,285 $ 20,728 $  (257) $ (0.00)
Second quarter © 197,481 35,420 12,664 7,978 0.13
Third quarter @ 191,710 33,586 9,001 5,671 0.09
Fourth quarter ™ 201,607 33,619 7,363 4,540 0.07

(a) Includes an impairment loss of approximately $1.4 million primarily related to the write-off of an investment in the development of a new slot product (see Note 6).

(b) Includes development fees of approximately $3.6 million from Thunder Valley (see Note 9).

(c) Includes development fees of approximately $0.8 million from Thunder Valley (see Note 9). Also includes development expenses of approximately $2.9 million.

(d) Includes development fees of approximately $0.2 million from Thunder Valley, development expenses of approximately $1.4 million, a goodwill impairment loss of approximately
$17.5 million at Fiesta Rancho (see Goodwill and Other Intangibles in Note 1) and a litigation settlement of $38.0 million (see Notes 9 and 15).

(e) Includes a cumulative effect of change in accounting principle, net of applicable income tax benefit, of approximately $13.3 million, related to the goodwill acquired at Fiesta Rancho
as a result of the adoption of SFAS No.142 (see Goodwill and Other Intangibles in Note 1).

(f) Includes an impairment loss of approximately $3.9 million related to the write-down of certain assets related to investments in an Internet, intra-state gaming platform and
related technology (see Note 6).

(g) Includes a loss on early retirement of debt of approximately $1.4 million, which was the result of the retirement and subsequent replacement of the revolving credit facility
in September 2002 (see Note 8).

(h) Includes a loss on early retirement of debt of approximately $4.4 million, which was the result of the redemption of the $150 million 9 3/4% senior subordinated notes in
October 2002 (see Note 8). Also includes an impairment loss of approximately $4.9 million related to the write-off of our option to invest in the Internet wagering business with
Kerzner Interactive (see Note 6).
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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors and Stockholders of Station Casinos, Inc.:

We have audited the accompanying consolidated balance sheet of Station Casinos, Inc. and subsidiaries (a Nevada corporation) as of
December 31, 2003, and the related consolidated statements of operations, stockholders’ equity and cash flows for the year then ended.
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Station
Casinos, Inc. and subsidiaries as of December 31, 2003, and the consolidated results of their operations and their cash flows for the year then
ended in conformity with accounting principles generally accepted in the United States.

As discussed in Note 1 to the consolidated financial statements, in 2002, the Company changed its method of accounting for goodwill and
other intangible assets to conform to Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangibles”, and recorded
a cumulative effect of a change in accounting principle in the first quarter of 2002.

Ernst & Young LLP

Las Vegas, Nevada
February 6, 2004, except for Note 15, as to which the date is March 5, 2004

INDEPENDENT AUDITORS REPORT

To the Board of Directors and Stockholders of
Station Casinos, Inc.:

We have audited the accompanying consolidated balance sheet of Station Casinos, Inc. and subsidiaries (the “Company”) (a Nevada corporation)
as of December 31, 2002, and the related consolidated statements of operations, stockholders’ equity and cash flows for each of the two years in
the period ended December 31, 2002. These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Station Casinos, Inc.
and subsidiaries as of December 31, 2002, and the results of their operations and their cash flows for each of the two years in the period ended
December 31, 2002 in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 1 to the consolidated financial statements, in 2002, the Company changed its method of accounting for goodwill and
other intangible assets to conform to Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangibles”, and recorded
a cumulative effect of a change in accounting principle in the first quarter of 2002.

Deloitte & Touche LLP

Las Vegas, Nevada
January 29, 2003
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MARKET FOR REGISTRANT's CoMMON EQuITY AND RELATED STOCKHOLDER MATTERS

Our common stock trades on the New York Stock Exchange under the symbol “STN”. The following table sets forth, for the periods indicated,
the high and low sale price per share of our common stock as reported on the New York Stock Exchange.

High Low

Year Ending December 31, 2003
First Quarter $21.67 $ 16.55
Second Quarter 25.87 20.49
Third Quarter 32.96 24.85
Fourth Quarter 33.50 27.80

Year Ending December 31, 2002
First Quarter $17.03 $ 10.80
Second Quarter 19.20 15.95
Third Quarter 18.10 11.21
Fourth Quarter 19.20 15.21

As of March 1, 2004, there were 562 holders of record of our common stock and the closing price of our common stock was $38.81.

On July 21, 2003 and October 1, 2003, our Board of Directors declared a quarterly cash dividend of $0.125 per share. On September 4, 2003,
we paid a quarterly cash dividend of approximately $7.4 million to shareholders of record on August 14, 2003. On December 4, 2003, we paid a
quarterly cash dividend of approximately $7.5 million to shareholders of record on November 13, 2003. The payment of dividends in the future will
be at the discretion of our Board of Directors. Restrictions imposed by our debt instruments and other agreements limit the payment of dividends
(see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Description of Certain Indebtedness
and Capital Stock”).
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CORPORATE INFORMATION

Annual Report on Form r1o-x

The Annual Report on Form 10-K of

Station Casinos, Inc. filed with the Securities
and Exchange Commission may be obtained
upon written request and without charge.
Requests should be directed to Glenn C.
Christenson, Chief Financial Officer and
Treasurer, at the corporate mailing address.

Annual Meeting

The Annual Meeting of Stockholders will be
held at 10:00 AM Pacific Daylight Time, on
May 19, 2004, at Green Valley Ranch Station,
2300 Paseo Verde Parkway, Henderson,
Nevada 89052. March 26, 2004 is the record
date for determining the stockholders entitled
to notice of and to vote at the Annual Meeting
of Stockholders.

Common Stock

The Company’s common stock trades
on the New York Stock Exchange under the
symbol “STN”.

Other Publicly Traded Securities

Over-the-Counter

Station Casinos, Inc.
9 7/8% Senior Subordinated Notes
Due July 1, 2010

Station Casinos, Inc.
6 1/2% Senior Subordinated Notes
Due February 1, 2014

Station Casinos, Inc.
6 7/8% Senior Subordinated Notes
Due March 1, 2016

Station Casinos, Inc.
8 3/8% Senior Notes
Due February 15, 2008

Station Casinos, Inc.
6% Senior Notes
Due April 1, 2012

Agent and Trustees

Wells Fargo Shareowner Services
161 North Concord Exchange
South Saint Paul, Minnesota 55075

Wachovia Bank N.A.

123 South Broad Street
Philadelphia, Pennsylvania 19109
Trustee for the 9 7/8%

Senior Subordinated Notes

The Bank of New York

5 Penn Plaza

New York, New York 10001

Trustee for the 8 7/8% Senior Notes

Law Debenture Trust Company of
New York

767 Third Avenue

New York, New York 10017
Trustee for the 6 1/2% and 6 7/8%
Senior Subordinated Notes and
the 6% Senior Notes

When used in this report and elsewhere by management from time to time, the words “believes,” “anticipates,” and “expects” and similar expressions
are intended to identify forward-looking statements with respect to the financial condition, results of operations and the business of Station Casinos,

Inc. (the “Company”) and its subsidiaries including the expansion, development and acquisition projects, legal proceedings and employee matters

of the Company and its subsidiaries. Certain important factors, including, but not limited to, financial market risks, could cause the Company’s

actual results to differ materially from those expressed in the Company'’s forward-looking statements. Further information on potential factors which
could affect the financial condition, results of operations and business of the Company and its subsidiaries, including, without limitation, the ability

to maintain existing management, integration of acquisitions, competition within the gaming industry, the cyclical nature of the hotel business and
gaming business, economic conditions, development and construction risk, regulatory matters and litigation are included in the filings of the
Company with the Securities and Exchange Commission. Readers are cautioned not to place undue reliance on any forward-looking statements,
which speak only as of the date thereof. The Company undertakes no obligation to publicly release any revisions to such forward-looking statements
to reflect events or circumstances after the date hereof.
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Station Casinos, Inc.

As of Decenber 31, 2003

Qpeni ng/ Fast
Acqui si tion Onner shi p Food Movi e Bowl i ng Child Cover ed

Locati on Dat e Per cent age Acr eage Slots Tabl es Roons Rest aur ant s Qutlets Scr eens Lanes Care Par ki ng
Las Vegas Operations:
Pal ace Station Las Vegas, Nevada 7176 100. 0% 38 1, 926 46 1,012 7 4 - - - 1, 900
Boul der Station Las Vegas, Nevada 8/ 94 100. 0% 46 2,890 42 300 ) 7 11 - Yes 1, 900
Texas Station North Las Vegas, Nevada 7/ 95 100. 0% 47 2,505 38 200 ) 8 18 60 Yes 3, 500
Sunset Station Hender son, Nevada 6/ 97 100. 0% 82 2,762 54 457 8 7 ik - Yes 2,900
Sante Fe Station Las Vegas, Nevada 10/ 00 100. 0% 38 2,150 29 200 4 6 - 60 - 1, 500
Fi esta Rancho North Las Vegas, Nevada 1/ 01 100. 0% 25 1, 724 18 100 ) 3 - - - 1, 000
Fi esta Henderson Hender son, Nevada 1/ 01 100. 0% 46 1,409 23 224 4 - - - - -
Wld WId West Las Vegas, Nevada 7198 100. 0% 19 236 6 261 1 - - - - -
Wldfire Las Vegas, Nevada 1/ 03 100. 0% 5 236 - - 1 - - - - -
Joi nt Vent ures:
Green Valley Ranch Station Hender son, Nevada 12/ 01 50. 0% 40 2,204 48 201 8 6 10 - - 1, 600
Barl ey's Casino and Brewery Hender son, Nevada 1/ 96 50. 0% - 199 8 - - - - -
Managed Properties:
Thunder Val |l ey Casino Sacranento, California 6/ 03 - 49 1, 906 111 - 4 4 - - - -
Total s 435 20, 147 423 2,955 53] 46 52 120 - 14, 300
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