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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
______________________ 
FORM 10-Q
(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 30, 2012 
or

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from                      to                     
Commission file number: 001-13641
____________________________
PINNACLE ENTERTAINMENT, INC.
(Exact name of registrant as specified in its charter)
Delaware 95-3667491
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)
8918 Spanish Ridge Avenue
Las Vegas, NV 89148
(Address of principal executive offices) (Zip Code)
(702) 541-7777
(Registrant’s telephone number, including area code)
N/A
(Former name, former address and former fiscal year, if changed since last report)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YES x NO o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). YES x NO o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer o Non-accelerated filer o Smaller reporting company
o

(Do not check if a smaller reporting
company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES o NO x

As of the close of business on August 7, 2012, the number of outstanding shares of the registrant’s common stock was
62,247,701.
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PART I
Item 1. Financial Statements
PINNACLE ENTERTAINMENT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)
(amounts in thousands, except per share data)

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
Revenues:
Gaming $255,936 $251,004 $515,598 $501,032
Food and beverage 19,713 18,775 35,914 34,362
Lodging 11,050 9,799 19,572 17,660
Retail, entertainment and other 11,611 9,835 20,211 16,506
Total revenues 298,310 289,413 591,295 569,560
Expenses and other costs:
Gaming 140,398 145,347 280,520 285,887
Food and beverage 18,552 18,650 35,208 34,619
Lodging 5,823 5,327 10,662 10,330
Retail, entertainment and other 6,945 6,533 11,047 9,799
General and administrative 56,569 57,168 111,329 111,432
Depreciation and amortization 26,201 25,964 52,447 52,116
Pre-opening and development costs 4,212 2,536 6,970 4,709
Write-downs, reserves and recoveries, net 788 5,929 796 6,620
Total expenses and other costs 259,488 267,454 508,979 515,512
Operating income 38,822 21,959 82,316 54,048
Net interest expense, net of capitalized interest (22,485 ) (25,578 ) (44,403 ) (51,677 )
Loss on early extinguishment of debt — — (20,718 ) —
Loss from equity method investments (1,244 ) — (2,839 ) —
Income (loss) from continuing operations before income
taxes 15,093 (3,619 ) 14,356 2,371

Income tax expense (2,150 ) (1,254 ) (1,739 ) (1,642 )
Income (loss) from continuing operations 12,943 (4,873 ) 12,617 729
Loss from discontinued operations, net of income taxes (985 ) (24,204 ) (1,668 ) (27,445 )
Net income (loss) $11,958 $(29,077 ) $10,949 $(26,716 )
Net income (loss) per common share—basic
Income (loss) from continuing operations $0.21 $(0.08 ) $0.20 $0.01
Loss from discontinued operations, net of income taxes (0.02 ) (0.39 ) (0.03 ) (0.45 )
Net income (loss) per common share—basic $0.19 $(0.47 ) $0.17 $(0.44 )
Net income (loss) per common share—diluted
Income (loss) from continuing operations $0.21 $(0.08 ) $0.20 $0.01
Loss from discontinued operations, net of income taxes (0.02 ) (0.39 ) (0.03 ) (0.44 )
Net income (loss) per common share—diluted $0.19 $(0.47 ) $0.17 $(0.43 )
Number of shares—basic 62,536 61,933 62,365 61,879
Number of shares—diluted 62,901 61,933 62,739 62,299
See accompanying notes to the unaudited Condensed Consolidated Financial Statements.
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PINNACLE ENTERTAINMENT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(UNAUDITED)
(amounts in thousands)

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
Net income (loss) $11,958 $(29,077 ) $10,949 $(26,716 )
Post-retirement plan benefit obligation, net of income
taxes 4 5 9 10

Comprehensive income (loss) $11,962 $(29,072 ) $10,958 $(26,706 )

See accompanying notes to the unaudited Condensed Consolidated Financial Statements.
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PINNACLE ENTERTAINMENT, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except per share data)

June 30,
2012

December 31,
2011

(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents $202,805 $78,597
Accounts receivable, net of allowance for doubtful accounts of $8,269 and $4,718 20,931 19,565
Inventories 6,654 7,083
Marketable securities 14,510 —
Prepaid expenses and other assets 19,758 11,758
Assets of discontinued operations held for sale 48,777 73,871
Total current assets 313,435 190,874
Restricted cash 5,916 6,451
Land, buildings, riverboats and equipment:
Land and land improvements 233,117 234,574
Buildings, riverboats and improvements 1,266,343 1,263,054
Furniture, fixtures and equipment 459,837 453,701
Construction in progress 335,732 173,303
 Land, buildings, riverboats and equipment, gross 2,295,029 2,124,632
Less: accumulated depreciation (657,090 ) (609,603 )
 Land, buildings, riverboats and equipment, net 1,637,939 1,515,029
Goodwill 52,562 52,562
Equity method investment 99,371 97,795
Intangible assets, net 19,573 18,516
Other assets, net 84,953 69,392
Total assets $2,213,749 $1,950,619
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $63,220 $46,135
Accrued interest 27,299 21,270
Accrued compensation 35,690 39,801
Accrued taxes 25,838 18,769
Other accrued liabilities 54,453 50,544
Deferred income taxes 2,426 2,426
Current portion of long-term debt 3,250 111
Liabilities of discontinued operations held for sale 1,479 2,923
Total current liabilities 213,655 181,979
Long-term debt less current portion 1,438,287 1,223,874
Other long-term liabilities 22,116 21,944
Deferred income taxes 3,430 3,430
Total liabilities 1,677,488 1,431,227
Commitments and contingencies (Note 8) — —
Stockholders’ equity
Preferred stock—$1.00 par value, 250,000 shares authorized, none issued or outstanding— —
Common stock—$0.10 par value, 100,000,000 authorized, 62,562,709 and 62,143,572
shares outstanding, net of treasury shares 6,457 6,416

Edgar Filing: PINNACLE ENTERTAINMENT INC. - Form 10-Q

7



Additional paid in capital 1,049,228 1,043,358
Retained deficit (499,425 ) (510,374 )
Accumulated other comprehensive income 91 82
Treasury stock, at cost, 2,008,986 of treasury shares for both periods (20,090 ) (20,090 )
Total stockholders’ equity 536,261 519,392
Total liabilities and stockholders' equity $2,213,749 $1,950,619
See accompanying notes to the unaudited Condensed Consolidated Financial Statements
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PINNACLE ENTERTAINMENT, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)
(amounts in thousands)

For the six months ended June
30,
2012 2011

Cash flows from operating activities:
Net income (loss) $10,949 $(26,716 )
Adjustments to reconcile net income (loss) to net cash provided by operating
activities:
Depreciation and amortization 52,479 53,206
Loss (gain) on disposal of assets (144 ) 5,703
Loss from equity method investments 2,839 —
Loss on early extinguishment of debt 20,718 —
Reserve on uncollectible loan receivable 2,000 —
Impairment of land and development costs — 14,411
Amortization of debt issuance costs and debt discounts 3,240 3,743
Share-based compensation expense 5,206 3,744
Changes in operating assets and liabilities:
Receivables, net 7,016 996
Prepaid expenses and other (6,428 ) (2,418 )
Accounts payable, accrued expenses and other 10,117 5,191
Net cash provided by operating activities 107,992 57,860
Cash flows from investing activities:
Capital expenditures (156,914 ) (79,043 )
Purchase of River Downs racetrack — (45,216 )
Equity method investments, inclusive of capitalized interest (4,414 ) —
Purchase of held-to-maturity debt securities (20,062 ) —
Proceeds from sale of property and equipment 3,712 959
Net proceeds from sale of discontinued operations 10,784 —
Purchase of intangible assets (1,057 ) —
Loans receivable (5,785 ) —
Receipt (payment) of restricted cash 413 (1 )
Net cash used in investing activities (173,323 ) (123,301 )
Cash flows from financing activities:
Proceeds from Credit Facility 47,500 20,000
Repayments under Credit Facility (103,500 ) (10,000 )
Proceeds from issuance of long-term debt 646,750 —
Repayment of long-term debt (389,875 ) —
Proceeds from common stock options exercised 631 2,779
Payments on other secured and unsecured notes payable (653 ) (47 )
Debt issuance and other financing costs (12,836 ) (100 )
Net cash provided by financing activities 188,017 12,632
Increase (decrease) in cash and cash equivalents 122,686 (52,809 )
Cash and cash equivalents at the beginning of the period 80,294 195,387
Cash and cash equivalents at the end of the period $202,980 $142,578

Supplemental cash flow information:
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Cash paid for interest, net of amounts capitalized $35,444 $41,556
Cash payments related to income taxes, net 1,869 1,203
Increase (decrease) in construction-related deposits and liabilities 20,849 (2,181 )
See accompanying notes to the unaudited Condensed Consolidated Financial Statements
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PINNACLE ENTERTAINMENT, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

Note 1—Summary of Significant Accounting Policies

Basis of Presentation and Organization: Pinnacle Entertainment, Inc. (“Pinnacle”) is an owner, operator and developer
of casinos and related hospitality and entertainment facilities. We operate casinos located in Lake Charles, New
Orleans and Bossier City, Louisiana (L’Auberge Lake Charles, Boomtown New Orleans and Boomtown Bossier City),
St. Louis, Missouri (River City Casino and Lumière Place Casino and Hotels), and southeastern Indiana (Belterra
Casino Resort). In addition, we own and operate a racetrack facility in Cincinnati, Ohio (River Downs). We view each
property as an operating segment, with the exception of our properties located in St. Louis, Missouri, which are
aggregated into the “St. Louis” reporting segment. We also own 26% of the equity in Asian Coast Development
(Canada), Ltd. ("ACDL"), a British Columbia corporation that is developing Vietnam's first integrated resort near Ho
Chi Minh City, which is accounted for under the equity method of accounting. For further details, see Note 6,
Investments. References in these footnotes to “Pinnacle,” the “Company,” “we,” “our” or “us” refer to Pinnacle Entertainment,
Inc. and its subsidiaries, except where stated or the context otherwise indicates.

We have classified certain of our assets and liabilities as held for sale in our unaudited Condensed Consolidated
Balance Sheets and include the related results of operations in discontinued operations, including our Boomtown Reno
property among others. For further information, see Note 7, Discontinued Operations. Our unaudited Condensed
Consolidated Statements of Cash Flows have not been adjusted for discontinued operations.

We are also developing L'Auberge Casino and Hotel Baton Rouge in Baton Rouge, Louisiana, which we currently
expect will open on August 29, 2012, subject to regulatory approvals.

In April 2012, we entered into agreements to execute a series of transactions that we expect will result in us ultimately
acquiring 75.5% of the equity of Retama Partners, Ltd. ("RPL"), the owner of the racing license for Retama Park
Racetrack. Located approximately 20 miles northeast of downtown San Antonio, Texas, Retama Park is a class 1
pari-mutuel horse-racing track directly off of Interstate 35 in Selma, Texas. The acquisition of the equity of RPL is
subject to the receipt of all applicable regulatory approvals and additional agreements with Retama Development
Corporation ("RDC"), a local government corporation organized and acting on behalf of the City of Selma as owner of
Retama Park, with closing expected by the end of 2012. For further discussion, see Note 6, Investments.

In July 2012, we acquired substantially all of the assets of Federated Sports & Gaming, Inc. and Federated Heartland,
Inc. These entities own the Heartland Poker Tour and other related assets and intellectual property. The Heartland
Poker Tour is a live and televised poker tournament series that is currently in its eighth season, and broadcasts its
events on hundreds of network television, cable and satellite stations.

Principles of Consolidation: The accompanying unaudited Condensed Consolidated Financial Statements have been
prepared in accordance with the instructions of the Securities and Exchange Commission (the “SEC”) to the Quarterly
Report on Form 10-Q and, therefore, do not include all information and notes necessary for complete financial
statements in conformity with the instructions for generally accepted accounting principles in the United States
(“GAAP”). The results for the periods indicated are unaudited, but reflect all adjustments that management considers
necessary for a fair presentation of operating results. The unaudited Condensed Consolidated Financial Statements
include the accounts of Pinnacle Entertainment, Inc. and its subsidiaries. Investments in the common stock of
unconsolidated affiliates in which we have the ability to exercise significant influence are accounted for under the
equity method. All significant intercompany accounts and transactions have been eliminated in consolidation.
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The results of operations for interim periods are not indicative of a full year of operations. These unaudited Condensed
Consolidated Financial Statements and notes thereto should be read in conjunction with the Consolidated Financial
Statements and notes thereto included in our Annual Report on Form 10-K filed with the SEC for the year ended
December 31, 2011.

Use of Estimates: The preparation of unaudited Condensed Consolidated Financial Statements in conformity with
GAAP requires management to make estimates and assumptions that affect (i) the reported amounts of assets and
liabilities, (ii) the disclosure of contingent assets and liabilities at the date of the consolidated financial statements, and
(iii) the reported amounts of revenues and expenses during the reporting period. Estimates used by us include, among
other things, the estimated useful lives for depreciable and amortizable assets, the estimated allowance for doubtful
accounts receivable, estimated income tax provisions, the evaluation of the future realization of deferred tax assets,
determining the adequacy of reserves for self-insured liabilities and our mychoice customer loyalty program,
estimated cash flows in assessing the recoverability of long-lived assets,

7
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asset impairments, goodwill and intangible assets, contingencies and litigation, and estimates of the forfeiture rate and
expected life of share-based awards and stock price volatility when computing share-based compensation expense.
Actual results may differ from those estimates.

Fair Value: Fair value measurements affect our accounting and impairment assessments of our long-lived assets,
investments in unconsolidated affiliates, assets acquired in an acquisition, goodwill, and other intangible assets. Fair
value measurements also affect our accounting for certain financial assets and liabilities. Fair value is defined as the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date and is measured according to a hierarchy that includes: "Level 1" inputs, such as
quoted prices in an active market for identical assets or liabilities; "Level 2" inputs, which are observable inputs for
similar assets; or "Level 3" inputs, which are unobservable inputs.

The following table presents a summary of fair value measurements by level for certain liabilities measured at fair
value on a recurring basis in the unaudited Condensed Consolidated Balance Sheet as of June 30, 2012:

Fair Value Measurements Using:
Total
Carrying
Value

Level 1 Level 2 Level 3

(in millions)
Liabilities
Deferred compensation $1.2 $1.2 $— $—

The following table presents a summary of fair value measurements by level for certain financial instruments not
measured at fair value on a recurring basis in the unaudited Condensed Consolidated Balance Sheet as of June 30,
2012 for which it is practicable to estimate fair value:

Fair Value Measurements Using:
Total
Carrying
Value

Level 1 Level 2 Level 3

(in millions)
Assets
Held-to-maturity securities $20.1 $— $20.1 $—
Promissory notes 3.8 — 3.8 —
Liabilities
Long-term debt $1,548.3 $— $1,548.3 $—

The estimated fair value of our short-term held-to-maturity securities and short-term promissory notes approximated
our carrying values because of their short-term nature. The estimated fair value of our long-term held-to-maturity
securities and long-term promissory notes were based on Level 2 inputs using observable market data for comparable
instruments in establishing prices.

The estimated fair value of our long-term debt includes the fair value of our senior notes, senior subordinated notes
and term loans using Level 2 inputs of observable market data on comparable debt instruments on or about
June 30, 2012.

Land, Buildings, Riverboats and Equipment: Land, buildings, riverboats and equipment are stated at cost. Land
includes land not currently being used in our operations, which totaled $30.3 million at June 30, 2012 and
December 31, 2011. We capitalize the costs of improvements that extend the life of the asset. Construction in progress
at June 30, 2012 relates primarily to our L'Auberge Baton Rouge project. We expense maintenance and repair costs as
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incurred. Gains or losses on the dispositions of land, buildings, riverboats and equipment are included in the
determination of income.

Goodwill and Other Intangible Assets: Goodwill and other indefinite-lived intangible assets are subject to an annual
assessment for impairment during the fourth quarter, or more frequently if there are indications of possible
impairment, by applying a fair-value-based test. There were no impairments to goodwill or intangible assets during
the three and six months ended June 30, 2012 and 2011, respectively. During the three months ended June 30, 2012,
we acquired a non-amortizing intangible asset related to our Retama Park Racetrack transaction. For further
discussion, see Note 6, Investments.
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The mychoice Customer Loyalty Program: Our customer loyalty program, mychoice, offers incentives to customers
who gamble at our casinos. Customers earn points based on their level of play that may be redeemed for benefits such
as cash back, shopping, dining, hotel stays, or free credit that can be replayed in the slot machines or at table games.
The reward credit balance will be forfeited if the customer does not earn any reward credits over the prior six-month
period. In addition, based on their level of play, customers can earn additional benefits without redeeming points, such
as a car lease, among other items. We accrue a liability for the estimated cost of providing these benefits as the
benefits are earned. Estimates and assumptions are made regarding cost of providing the benefits, breakage rates, and
the mix of goods and services customers will choose. We use historical data to assist in the determination of estimated
accruals. Changes in estimates or customer redemption habits could produce significantly different results. At June 30,
2012 and December 31, 2011, we had accrued $9.4 million and $10.8 million, respectively, for the estimated cost of
providing these benefits. Such amounts are included in "Other accrued liabilities" in our unaudited Condensed
Consolidated Balance Sheets.

Gaming Taxes: We are subject to taxes based on gross gaming revenues in the jurisdictions in which we operate,
subject to applicable jurisdictional adjustments. These gaming taxes are an assessment on our gaming revenues and
are recorded as a gaming expense in the unaudited Condensed Consolidated Statements of Operations.

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Gaming taxes $76.0 $74.4 $152.4 $149.3
Pre-opening and Development Costs: Pre-opening and development costs are expensed as incurred. For the three and
six months ended June 30, 2012 and 2011, respectively, they consist of the following:

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Baton Rouge $3.4 $1.0 $5.1 $2.0
Other 0.8 1.5 1.9 2.7
Total pre-opening and development costs $4.2 $2.5 $7.0 $4.7

Earnings per Share:  Diluted earnings per share reflects the addition of potentially dilutive securities, which include
in-the-money stock options, restricted stock units and phantom stock units. Out-of-money stock options were
excluded from the calculation of diluted earnings per share because including them would have been anti-dilutive, and
totaled 4.7 million and 4.6 million for the three and six months ended June 30, 2012, respectively, and 4.0 million and
3.7 million for the three and six months ended June 30, 2011, respectively.

For the three months ended June 30, 2011, we recorded a loss from continuing operations. Accordingly, the potential
dilution from the assumed exercise of stock options is anti-dilutive. As a result, basic earnings per share is equal to
diluted earnings per share for this period. Securities that could potentially dilute basic earnings per share in the future
that were not included in the computation of diluted earning per share were 0.4 million.

Reclassifications: The notes to the unaudited Condensed Consolidated Financial Statements reflect certain
reclassifications to prior year amounts to conform to classification in the current period. These reclassification have no
effect on previously reported net income (loss).

Recently Issued Accounting Pronouncements
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In May 2011, the Financial Accounting Standards Board ("FASB") issued authoritative guidance related to fair value
measurement and disclosure requirements. This update provides guidance on how fair value measurement should be
applied where existing GAAP already requires or permits fair value measurements. In addition, the guidance requires
expanded disclosures regarding fair value measurements. This guidance became effective for interim and annual
periods beginning after December 15, 2011. The adoption of the measurement guidance did not have a material
impact on the unaudited Condensed Consolidated Financial Statements. The new disclosures have been included with
our fair value disclosures in the Notes to the unaudited Condensed Consolidated Financial Statements.
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A variety of proposed or otherwise potential accounting standards are currently under review and study by
standard-setting organizations and certain regulatory agencies. Because of the tentative and preliminary nature of such
proposed standards, we have not yet determined the effect, if any, that the implementation of any such proposed or
revised standards would have on our unaudited Condensed Consolidated Financial Statements.

Note 2—Long-Term Debt
Long-term debt at June 30, 2012 and December 31, 2011 consists of the following:

June 30,
2012

December 31,
2011

(in millions)
Senior Secured Credit Facility $— $56.0
Term Loan 321.1 —
7.75% Senior Subordinated Notes due 2022 325.0 —
8.75% Senior Subordinated Notes due 2020 350.0 350.0
8.625% Senior Notes due 2017 445.5 445.1
7.50% Senior Subordinated Notes due 2015 — 372.2
Other secured and unsecured notes payable — 0.7

1,441.6 1,224.0
Less current maturities (3.3 ) (0.1 )

$1,438.3 $1,223.9

Senior Secured Credit Facility: In August 2011, we entered into the Fourth Amended and Restated Credit Agreement
for a $410 million credit facility ("Credit Facility"), which matures in August 2016. As of June 30, 2012, we had no
borrowings outstanding under the Credit Facility, and had $11.1 million committed under letters of credit.

Term Loan: On March 19, 2012, we entered into a $325 million Incremental Term Loan (the "Term Loan") under the
Credit Facility. The Term Loan matures with all outstanding principal amounts due and payable March 19, 2019. The
Term Loan requires payments of $3.25 million annually, payable in equal quarterly installments, with any remaining
amount of the Term Loan required to be repaid in full on the maturity date. The Term Loan bears interest, at our
option, at either a LIBOR rate plus a margin of 3.00% or at a base rate plus a margin of 1.50%. The LIBOR rate
carries a floor of 1.00%. As discussed below, we used a portion of the Term Loan, to redeem a portion of our then
existing 7.50% senior subordinated notes due 2015 ("7.50% Notes”).

7.75% Senior Subordinated Notes due 2022: On March 19, 2012, we issued $325 million in aggregate principal
amount of 7.75% senior subordinated notes due 2022 (“7.75% Notes”). The 7.75% Notes were issued in a public
offering pursuant to a Registration Statement on Form S-3 at par, with interest payable on April 1 and October 1 of
each year, beginning, October 1, 2012. Net of initial purchasers’ fees and various costs and expenses, net proceeds
from the offering were approximately $318.3 million. We used all of the net proceeds of the 7.75% Notes offering and
a portion of the net proceeds from the Term Loan to redeem all $385 million in aggregate principal amount of our
7.50% Notes and to repay all $70 million in then outstanding revolving credit borrowings under the Credit Facility.

The 7.75% Notes are senior subordinated, unsecured obligations, and are subordinated in right of payment to all of our
existing and future senior debt, including debt under the Credit Facility and the 8.625% senior notes due 2017, and
rank equally with our existing and future senior subordinated debt, including our 8.75% senior subordinated notes due
2020. The 7.75% Notes are guaranteed on a senior subordinated basis by certain of our current and future domestic
restricted subsidiaries. The 7.75% Notes are effectively subordinated to the Credit Facility, as well as any other
secured debt which may be issued in the future.
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7.50% Senior Subordinated Notes due 2015: In March 2012, we redeemed all $385 million in aggregate principal
amount of our 7.50% Notes, of which we held $10 million. Holders were paid an aggregate of approximately $407
million, representing 103.75% of par, plus accrued and unpaid interest.

Loss on early extinguishment of debt: During the six months ended June 30, 2012, we incurred a $20.7 million loss
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related to the early redemption of our 7.50% Notes. The loss included redemption premiums, write off of previously
unamortized debt issuance costs and original issuance discount costs.
Net interest expense, net of capitalized interest was as follows:

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Interest expense $29.1 $27.1 $56.5 $54.1
Interest income (0.2 ) (0.1 ) (0.3 ) (0.2 )
Less: capitalized interest (6.4 ) (1.4 ) (11.8 ) (2.2 )
Total net interest expense, net of capitalized interest $22.5 $25.6 $44.4 $51.7

Interest expense is capitalized on internally constructed assets at our overall weighted average cost of borrowing.
Capitalized interest increased in 2012 as compared to 2011 due to our Baton Rouge project and our investment in
ACDL. We have capitalized interest on our investment in ACDL, as ACDL has not begun its principal operations,
which consists of the Ho Tram Strip beachfront complex of integrated resorts and residential developments in
southern Vietnam. ACDL currently has activities in progress to commence these planned operations, and is using all
funds to acquire assets for the future operations. Once ACDL opens the first phase of this development, which is
expected to occur in 2013, the investment will no longer qualify for capitalization of interest.

Note 3—Income Taxes

Our effective income tax rate for continuing operations for the three and six months ended June 30, 2012 was an
expense of $2.2 million or 14.2%, and $1.7 million, or 12.1%, as compared to an expense of $1.3 million, or 34.7%
and $1.6 million, or 69.3% for the corresponding prior-year periods. Our tax rate differs from the statutory rate of
35.0% due to the effects of permanent items, the recording of a valuation allowance adjustment against a portion of
our deferred tax assets, and a reserve for unrecognized tax benefits. It is reasonably possible that the total amount of
unrecognized tax benefits may increase by up to $4.0 million during the next twelve months.

In March 2012, the Internal Revenue Service commenced an examination of our corporate income tax return for the
years 2009 and 2010. In June 2012, we received notification from the California Franchise Tax Board that it will
begin examination of our franchise tax return for the years 2007, 2008, and 2009. In April 2012, we received a
supplemental letter of findings from the Indiana Department of Revenue upholding the prior audit assessment on our
Indiana income tax filings for the years 2005, 2006, and 2007. We filed an appeal in June 2012 with Indiana Tax
Court to set aside the entire audit assessment. Our appeal is currently pending Court review. For further discussion,
see Note 8, Commitments and Contingencies.

Note 4—Employee Benefit Plans
Share-based Compensation: As of June 30, 2012, we had approximately 6.0 million share-based awards outstanding,
approximately 0.3 million of which are restricted stock units and other share based awards, and the rest of which are
common stock options. In addition, we had approximately 2.5 million share-based awards available for grant. We
recorded share-based compensation expense as follows:

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Share-based compensation expense $3.2 $2.3 $5.3 $3.8
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Stock options:  The following table summarizes information related to our common stock options:

Number of
Stock Options

Weighted
Average
Exercise Price

Options outstanding at January 1, 2012 5,336,929 $12.84
Granted 1,196,100 $9.80
Exercised (69,250 ) $8.19
Canceled, Forfeited (816,472 ) $16.23
Options outstanding at June 30, 2012 5,647,307 $11.76
Vested or expected to vest at a point in the future as of June 30, 2012 2,534,697 $10.84
Options exercisable at June 30, 2012 2,351,622 $13.07

The unamortized compensation costs not yet expensed related to stock options totaled approximately $16.4 million at
June 30, 2012 and the weighted average period over which the costs are expected to be recognized is approximately
three years. The aggregate amount of cash we received from the exercise of stock options was $0.6 million and $2.8
million for the six months ended June 30, 2012 and 2011, respectively. The associated shares were newly issued
common stock.

The following information is provided for our stock options:
For the six months ended June
30,
2012 2011

Weighted-average grant date fair value $4.96 $6.98
Non-vested Shares: The following table summarizes information related to our non-vested shares, which includes
restricted stock units:

Number of
Shares

Weighted
Average
Grant Date Fair
Value

Unvested shares at January 1, 2012 224,970 $11.51
Granted 269,550 $10.45
Vested (142,497 ) $10.22
Canceled, Forfeited (4,125 ) $11.90
Unvested shares at June 30, 2012 347,898 $11.21

Unamortized compensation costs not yet expensed attributable to non-vested shares totaled approximately $3.2
million at June 30, 2012 and the weighted average period over which the costs are expected to be recognized is
approximately three years.

Note 5—Write-downs, reserves and recoveries, net

Write-downs, reserves and recoveries, net consist of the following:
For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Loss (gain) on disposal of assets $0.8 $5.9 $(1.2 ) $6.1
Reserve on uncollectable loan receivable — — 2.0 —
Impairment of assets — — — 0.1
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Loss (gain) on disposal of assets: We recorded a loss of $0.8 million during three months ended June 30, 2012 related
to the disposal of slot and other equipment at our properties in the normal course of business. During the six months
ended June 30, 2012, we recorded a net gain of $2.5 million related to settlement proceeds received from the U.S.
Army Corps of Engineers related to the compensation for land commandeered and severance damages associated with
construction of a floodwall and easement designation on our property in New Orleans, Louisiana. This gain was offset
by losses on disposals of slot and other equipment in the normal course of business. In April 2011, we donated land
with a book value of $5.7 million to the City of Lake Charles, Louisiana, and recognized a loss accordingly. The
remaining losses incurred during the three and six months ended June 30, 2011 relates to the disposal of slot and other
equipment at our properties.
Reserve on uncollectable loan receivable:  In January 2012, we made a $2.0 million loan to Federated Sports &
Gaming, Inc. ("FSG"), and in February 2012, FSG filed for protection under Chapter 11 of the U.S. Bankruptcy Code.
As a result of the filing, we determined it was appropriate to fully reserve for the loan receivable during the first
quarter of 2012. Subsequent to quarter end, we purchased the assets of FSG. See Note 11, Subsequent Events.

Note 6—Investments

Equity Method Investments: We apply equity method accounting for investments when we do not control the investee,
but have the ability to exercise significant influence over its operating and finance policies. Equity method
investments are recorded at cost, with the allocable portion of the investee's income or loss reported in earnings, and
adjusted for capital contributions to and distributions from the investee. Distributions in excess of equity method
earnings, if any, are recognized as a return of investment and recorded as investing cash flows in the unaudited
Condensed Consolidated Statement of Cash Flows. We review our equity investments for impairment whenever
events or changes in circumstances indicate that the carrying value of our investment may have experienced an
"other-than-temporary" decline in value. If such conditions exist, we would compare the estimated fair value of the
investment to its carrying value to determine if an impairment is indicated. In addition, we would determine if the
impairment is "other-than-temporary" based on our assessment of all relevant factors, including consideration of our
intent and ability to retain the investment. To estimate fair value, we would use a discounted cash flow analysis based
on estimated future results of the investee and market indicators of terminal year capitalization rates.

During the first quarter of 2012, we committed to invest $2.0 million in Farmworks, a land re-utilization project in
Downtown St. Louis. We will receive credit for approximately $10.0 million towards our obligation to invest $50.0
million in St. Louis as a result of this transaction. This investment will be accounted for under the equity method.

In August 2011, we invested $95 million in ACDL in exchange for a 26% ownership interest, which is accounted for
under the equity method.

Because the financial statements of ACDL are not available to incorporate with our financial statements in the
applicable time period, we record our allocable share of income or loss on a one quarter lag. Since ACDL is a
development stage entity, its results included no revenues and a net loss of $4.6 million and $10.5 million for the three
months ended and trailing six months ended March 31, 2012, respectively. During the three and six months ended
June 30, 2012, our proportional share of ACDL's losses totaled $1.2 million and $2.8 million, respectively.

Our purchase price of $95 million exceeds the underlying equity in the net book assets of ACDL, as the fair value of
the gaming license and the potential future growth of ACDL exceeds their current book value. The portion of this
difference attributable to the fair value of the gaming license will be amortized over the term of the gaming license, or
50 years, which amortization will be included in our determination of income or loss from equity method investments.
The portion of this difference attributable to equity method goodwill will not be amortized.
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We have capitalized interest on our investment in ACDL because ACDL has not begun its principal operations.
ACDL currently has activities in progress to commence these planned operations, and is using all funds to acquire
assets for the future operations. Once ACDL opens the first phase of this operation, the investment will no longer
qualify for capitalization of interest. Capitalized interest on this investment was $4.1 million for the six months ended
June 30, 2012.

Although ACDL has obtained a portion of the funding for the first phase of the first integrated resort, there is a
funding gap that will require additional capital to complete such first phase. We intend to enter into an agreement to
invest an additional $15.6 million in ACDL as part of an anticipated $60 million capital raise. The anticipated $60
million capital raise, along with previously secured financing commitments and a yet to be raised working capital
facility, would be expected to provide sufficient capital for the opening of the first phase. However, it is uncertain
whether the first phase of the first integrated resort will be completed or that any subsequent phases or the second
integrated resort of the Ho Tram Strip will be developed. If ACDL is unable to build the resort complex as planned, it
will have a negative impact on our investment in ACDL. ACDL's
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operations will be subject to the significant business, economic, regulatory and competitive uncertainties and
contingencies frequently encountered by new businesses in new gaming jurisdictions and other risks associated with
this investment, many of which are beyond ACDL's or our control. The gaming elements of the businesses will be
subject to regulation by the government of Vietnam and uncertainty exists as to how such regulation will affect
ACDL's gaming operations.

Retama Park Racetrack: On April 25, 2012, we entered into agreements to execute a series of transactions that we
expect will result in us ultimately acquiring 75.5% of the equity of RPL, the owner of the racing license for Retama
Park Racetrack. As of June 30, 2012, under the terms of the agreements, we have acquired certain bonds (the "RDC
Bonds") and promissory notes (the "RDC Notes") issued by the RDC and a 50% interest in additional rights to operate
and receive revenue from expanded gaming in the future (the "Gaming Enhancement Rights") (collectively, the
"Acquired Property") for cash consideration of $7.8 million. We will acquire the equity of RPL through a contribution
of the Acquired Property and cash consideration of $15 million, which will be used primarily to refinance existing
indebtedness and to provide working capital. The acquisition of the equity of RPL is subject to the receipt of all
applicable regulatory approvals and additional agreements with RDC, with closing expected by the end of 2012.

The cash consideration for the Acquired Property was allocated to the individual RDC Bonds, RDC Notes and
Gaming Enhancement Rights based on their relative fair values, which required the estimation of individual fair
values on the acquisition date using a discounted cash flow analysis.

The RDC Bonds are debt securities classified as held-to-maturity investments as we have the positive intent and
ability to hold these securities to maturity. As of June 30, 2012, we recorded $5.5 million related to the RDC Bonds
and $1.2 million related to the RDC Notes, included in "Other assets" in our unaudited Condensed Consolidated
Balance Sheets. The RDC Bonds have long-term contractual maturities due in 2034. As of June 30, 2012, we recorded
a $1.1 million non-amortizing intangible asset related to the Gaming Enhancement Rights, included in "Intangible
assets" in our unaudited Condensed Consolidated Balance Sheet at June 30, 2012.

In order to maintain continuity in the operation of Retama Park, we provided bridge loans totaling $2.6 million to
RDC, included in "Other assets" in our unaudited Condensed Consolidated Balance Sheet at June 30, 2012.

Other Investments: During the second quarter of 2012, we made short-term investments in corporate bonds and
commercial paper classified as held-to-maturity investments as we have the positive intent and ability to hold these
securities to maturity. At June 30, 2012, we recorded $4.5 million related to the bonds and $10 million related to the
commercial paper, included in "Marketable securities" in our unaudited Condensed Consolidated Balance Sheet at
June 30, 2012.

Note 7—Discontinued Operations
Discontinued operations for June 30, 2012 consist primarily of our former Boomtown Reno operations and our
Atlantic City operations.
A disposal group classified as held for sale should be measured at the lower of its carrying value or the fair value less
cost to sell. The fair value of the assets to be sold was determined using a market approach using Level 2 inputs, as
defined in Note 1, Summary of Significant Accounting Policies.
Boomtown Reno:  In November 2011, we entered into a definitive agreement to sell our Boomtown Reno operations.
In June 2012, we closed the sale of the Boomtown Reno operations for total proceeds of approximately $12.9 million,
resulting in a loss of $1.1 million. Actual net cash proceeds in the sale total approximately $10.8 million, net of
approximately $2.1 million in cash acquired by the casino-resort buyers in the sale. At closing, the casino-resort
buyers were granted a one year option to purchase 100% of the Company's membership interest in PNK (Reno), LLC,
including 27 acres of additional land adjacent to Boomtown Reno, for incremental consideration of $3.8 million. In
addition, Pinnacle continues to hold approximately 780 acres of remaining excess land surrounding Boomtown Reno
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as a discontinued operation. Other than minimal costs associated with the remaining excess land, we expect no
continuing costs from the Boomtown Reno operations.
Atlantic City: In the first quarter of 2010, we made the decision to sell our Atlantic City operation. Since that time, we
have actively marketed the land and related operations, however, events and circumstances beyond our control have
extended the period to complete the sale of this operation beyond one year. We have continued to reflect the business
as discontinued operations and the related assets and liabilities as held for sale.
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Revenue, expense and net loss from discontinued operations are summarized as follows:
For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Revenues $9.6 $10.3 $18.1 $18.1
Operating loss $(1.1 ) $(23.9 ) $(1.8 ) $(27.4 )
Income tax benefit (expense) 0.1 (0.3 ) 0.1 —
Loss from discontinued operations, net of income taxes $(1.0 ) $(24.2 ) $(1.7 ) $(27.4 )
Net assets for entities and operations included in discontinued operations are summarized as follows:

June 30,
2012

December 31,
2011

(in millions)
Assets:
Property and equipment, net $42.6 $54.4
Other assets, net 6.2 19.5
Total assets $48.8 $73.9
Liabilities:
Total liabilities $1.5 $2.9
Net assets $47.3 $71.0

Note 8—Commitments and Contingencies

Guaranteed Maximum Price Agreement for L'Auberge Casino & Hotel Baton Rouge: In April 2010, we entered into
an Agreement for Guaranteed Maximum Price Construction Services with a general contractor for the construction of
L'Auberge Baton Rouge. In May 2011, we entered into an amendment to the agreement, which, among other things,
provides that the contractor will complete the construction of the casino for the total guaranteed maximum price of
approximately $245 million. We expect L'Auberge Baton Rouge to open on August 29, 2012, subject to receipt of
applicable regulatory approvals and other items. The guaranteed maximum price set by the amendment to the
agreement is a portion of the budget for the project of $368 million.
Redevelopment Agreement: In connection with our Lumière Place Casino and Hotel, we have a redevelopment
agreement which, among other things, commits us to oversee the investment of $50.0 million in residential housing,
retail or mixed-use developments in the City of St. Louis within five years of the opening of Lumière Place. Such
investment can be made with partners and partner contributions and project debt financing, all of which count toward
the $50.0 million investment commitment. To date, we have invested or committed in partnership with other parties
certain projects that provide us with approximately $13.0 million in credits toward investments under the
redevelopment agreement. The redevelopment agreement also contains certain contingent payments in the event of
certain defaults. If we and any development partners collectively fail to invest $50.0 million in residential housing,
retail, or mixed-use developments within five years of the opening of the casino and hotels, we would be obligated to
pay an additional annual service fee of $1.0 million, less applicable credits, in year six, $2.0 million in years seven and
eight, and $2.0 million annually thereafter, adjusted pro-rata for investments made, and by changes in the consumer
price index. We are also obligated to pay an annual fee of $1.0 million to the City of St. Louis, which obligation began
after our River City Casino opened in March 2010.

Lease and Development Agreement for River City Casino: In connection with our River City Casino, we have a lease
and development agreement with the St. Louis County Port Authority which, among other things, commits us to lease
56 acres for 99 years (subject to certain termination provisions). We have invested the minimum requirement of $375
million, pursuant to the lease and development agreement. From April 1, 2010 through the expiration of the term of
the lease and development agreement, we are required to pay to St. Louis County as annual rent the greater of (a) $4.0
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million, or (b) 2.5% of annual adjusted gross receipts, as that term is defined in the lease and development agreement.
We are also required to invest an additional $75.0 million in the second phase of the project to construct: (a) a hotel
with a minimum of 200 guestrooms, (b) a meeting room/event space with at least 10,000 square feet, and (c) a parking
garage with a minimum of 1,600 parking spaces. We are required to achieve substantial completion of the second
phase by October 31, 2013. In the event that the second phase
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is not substantially completed by October 31, 2013, we are required to pay liquidated damages of $2.0 million
beginning on November 1, 2013. In each subsequent year that the second phase is not opened, the amount of
liquidated damages increases by $1.0 million hence, $3.0 million in 2014, $4.0 million in 2015, $5.0 million in 2016
and $6.0 million in 2017. As a result, the maximum amount of liquidated damages that we would have to pay if the
second phase is not completed is $20.0 million. Our $82.0 million expansion project at River City that is currently
underway is expected to fulfill this commitment.

Self-Insurance: We self-insure various levels of general liability and workers' compensation at all of our properties
and medical coverage at most of our properties. Insurance reserves include accruals for estimated settlements for
known claims, as well as accruals for estimates of claims not yet made. At June 30, 2012 and December 31, 2011, we
had total self-insurance accruals of $14.1 million  and $14.8 million, respectively, which are included in “Other accrued
liabilities” in our unaudited Condensed Consolidated Balance Sheets.

Indiana Tax Dispute: In 2008, the Indiana Department of Revenue (the “IDR”) commenced an examination of our
Indiana income tax filings for the years 2005, 2006, and 2007. In 2010, we received a proposed assessment in the
amount of $7.3 million, excluding interest and penalties. We filed a protest requesting abatement of all taxes, interest
and penalties and had two hearings with the IDR where we provided additional facts and support. At issue is whether
income and gain from certain asset sales, including the sale of the Hollywood Park Racetrack in 1999, and other
transactions outside of Indiana, such as the Aztar merger termination fee in 2006, which we reported on our Indiana
state tax returns for the years 2000 through 2007, resulted in business income subject to apportionment. In April 2012,
we received a supplemental letter of findings from the IDR that denied our protest on most counts. In the
supplemental letter of findings, the IDR did not raise any new technical arguments or advance any new theory that
would alter our judgment regarding the recognition or measurement of the unrecognized tax benefit related to this
audit. We believe that our tax return position is sustainable on technical merits. In June 2012, we filed a tax appeal
petition with the Indiana tax court to set aside the final assessment. Accordingly, we continue to believe that we have
adequately reserved for the potential outcome.

Other: We are a party to a number of other pending legal proceedings. Management does not expect that the outcome
of such proceedings, either individually or in the aggregate, will have a material effect on our financial position, cash
flows or results of operations.
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Note 9—Consolidating Condensed Financial Information

Our subsidiaries (excluding a subsidiary that owns 26% of the equity in ACDL; subsidiaries with approximately $47.9
million in total assets as of June 30, 2012; and certain non-material subsidiaries) have fully, unconditionally, jointly,
and severally guaranteed the payment of all obligations under our senior and senior subordinated notes, as well as our
Credit Facility. Our Atlantic City subsidiaries do not guarantee our Credit Facility. Separate financial statements and
other disclosures regarding the subsidiary guarantors are not included herein because management has determined that
such information is not material to investors. In lieu thereof, we include the following:

Pinnacle
Entertainment,
Inc.

100% Owned
Guarantor
Subsidiaries(a)

100% Owned
Non-
Guarantor
Subsidiaries(b)

Consolidating
and
Eliminating
Entries

Pinnacle
Entertainment,
Inc.
Consolidated

(in millions)
For the three months ended June 30, 2012
Statement of Operations
Revenues:
Gaming $— $ 255.9 $— $— $255.9
Food and beverage — 19.7 — — 19.7
Other — 22.7 — — 22.7

— 298.3 — — 298.3
Expenses:
Gaming — 140.4 — — 140.4
Food and beverage — 18.6 — — 18.6
General and administrative and
other 8.0 65.4 0.1 — 73.5

Depreciation and amortization 0.7 25.5 — — 26.2
Write-downs, reserves and
recoveries — 0.8 — — 0.8

8.7 250.7 0.1 — 259.5
Operating income (loss) (8.7 ) 47.6 (0.1 ) — 38.8
Equity earnings of subsidiaries 42.9 — — (42.9 ) —
Interest expense and non-operating
income, net (29.0 ) 4.5 2.0 — (22.5 )

Loss from equity method
investment — — (1.2 ) — (1.2 )

Income (loss) from continuing
operations before inter-company
activity and income taxes

5.2 52.1 0.7 (42.9 ) 15.1

Management fee & inter-company
interest 8.9 (6.9 ) (2.0 ) — —

Income tax benefit (2.2 ) — — — (2.2 )
Income (loss) from continuing
operations 11.9 45.2 (1.3 ) (42.9 ) 12.9

Loss from discontinued operations,
net of taxes — (1.0 ) — — (1.0 )

Net income (loss) $11.9 $ 44.2 $ (1.3 ) $(42.9 ) $11.9
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Pinnacle
Entertainment,
Inc.

100% Owned
Guarantor
Subsidiaries(a)

100% Owned
Non-
Guarantor
Subsidiaries(b)

Consolidating
and
Eliminating
Entries

Pinnacle
Entertainment,
Inc.
Consolidated

(in millions)
For the six months ended June 30, 2012
Statement of Operations
Revenues:
Gaming $— $ 515.6 $— $— $515.6
Food and beverage — 35.9 — — 35.9
Other 0.1 39.7 — — 39.8

0.1 591.2 — — 591.3
Expenses:
Gaming — 280.5 — — 280.5
Food and beverage — 35.2 — — 35.2
General and administrative and
other 15.5 124.2 0.3 — 140.0

Depreciation and amortization 1.4 51.1 — — 52.5
Write-downs, reserves and
recoveries — (1.2 ) 2.0 — 0.8

16.9 489.8 2.3 — 509.0
Operating income (loss) (16.8 ) 101.4 (2.3 ) — 82.3
Equity earnings of subsidiaries 89.8 — — (89.8 ) —
Interest expense and non-operating
income, net (56.3 ) 7.8 4.1 — (44.4 )

Loss on early extinguishment of
debt (20.7 ) — — — (20.7 )

Loss from equity method
investment — — (2.8 ) — (2.8 )

Income (loss) from continuing
operations before inter-company
activity and income taxes

(4.0 ) 109.2 (1.0 ) (89.8 ) 14.4

Management fee & inter-company
interest 16.7 (12.6 ) (4.1 ) — —

Income tax benefit (1.7 ) — — — (1.7 )
Income (loss) from continuing
operations 11.0 96.6 (5.1 ) (89.8 ) 12.7

Loss from discontinued operations,
net of taxes — (1.7 ) — — (1.7 )

Net income (loss) $11.0 $ 94.9 $ (5.1 ) $(89.8 ) $11.0
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Pinnacle
Entertainment,
Inc.

100% Owned
Guarantor
Subsidiaries(a)

100% Owned
Non-
Guarantor
Subsidiaries(b)

Consolidating
and
Eliminating
Entries

Pinnacle
Entertainment,
Inc.
Consolidated

(in millions)
For the three months ended June 30, 2011
Statement of Operations
Revenues:
Gaming $— $ 251.0 $— $— $251.0
Food and beverage — 18.8 — — 18.8
Other — 19.6 — — 19.6

— 289.4 — — 289.4
Expenses:
Gaming — 145.3 — — 145.3
Food and beverage — 18.7 — — 18.7
General and administrative and
other 11.1 60.6 — — 71.7

Depreciation and amortization 0.8 25.1 — — 25.9
Write-downs, reserves and
recoveries — 5.9 — — 5.9

11.9 255.6 — — 267.5
Operating income (loss) (11.9 ) 33.8 — — 21.9
Equity earnings of subsidiaries 7.4 (0.2 ) — (7.2 ) —
Interest expense and non-operating
income, net (27.0 ) 1.4 — — (25.6 )

Income (loss) from continuing
operations before inter-company
activity and income taxes

(31.5 ) 35.0 — (7.2 ) (3.7 )

Management fee & inter-company
interest 3.6 (3.6 ) — — —

Income tax expense (1.2 ) — — — (1.2 )
Income (loss) from continuing
operations (29.1 ) 31.4 — (7.2 ) (4.9 )

Loss from discontinued operations,
net of taxes — (24.0 ) (0.2 ) — (24.2 )

Net income (loss) $(29.1 ) $ 7.4 $ (0.2 ) $(7.2 ) $(29.1 )
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Pinnacle
Entertainment,
Inc.

100% Owned
Guarantor
Subsidiaries(a)

100% Owned
Non-
Guarantor
Subsidiaries(b)

Consolidating
and
Eliminating
Entries

Pinnacle
Entertainment,
Inc.
Consolidated

(in millions)
For the six months ended June 30, 2011
Statement of Operations
Revenues:
Gaming $— $ 501.0 $— $— $501.0
Food and beverage — 34.4 — — 34.4
Other 0.1 34.1 — — 34.2

0.1 569.5 — — 569.6
Expenses:
Gaming — 285.9 — — 285.9
Food and beverage — 34.6 — — 34.6
General and administrative and
other 21.3 114.9 — — 136.2

Depreciation and amortization 1.7 50.4 — — 52.1
Write-downs, reserves and
recoveries 0.5 6.2 — — 6.7

23.5 492.0 — — 515.5
Operating income (loss) (23.4 ) 77.5 — — 54.1
Equity earnings of subsidiaries 45.5 0.2 — (45.7 ) —
Interest expense and non-operating
income, net (53.9 ) 2.2 — — (51.7 )

Income (loss) from continuing
operations before inter-company
activity and income taxes

(31.8 ) 79.9 — (45.7 ) 2.4

Management fee & inter-company
interest 6.7 (6.7 ) — — —

Income tax expense (1.6 ) — — — (1.6 )
Income (loss) from continuing
operations (26.7 ) 73.2 — (45.7 ) 0.8

Income (loss) from discontinued
operations, net of taxes — (27.8 ) 0.3 — (27.5 )

Net income (loss) $(26.7 ) $ 45.4 $ 0.3 $(45.7 ) $(26.7 )

20

Edgar Filing: PINNACLE ENTERTAINMENT INC. - Form 10-Q

34



Table of Contents

Pinnacle
Entertainment,
Inc.

100% Owned
Guarantor
Subsidiaries(a)

100% Owned
Non-
Guarantor
Subsidiaries(b)

Consolidating
and
Eliminating
Entries

Pinnacle
Entertainment,
Inc.
Consolidated

(in millions)
As of June 30, 2012
Balance Sheet
Current assets $138.4 $ 88.6 $ 37.7 $— $264.7
Property and equipment, net 20.7 1,616.3 1.0 — 1,638.0
Other non-current assets 50.8 101.5 10.7 — 163.0
Investment in subsidiaries 1,826.0 — — (1,826.0 ) —
Equity method investment — — 99.4 — 99.4
Assets of discontinued operations
held for sale — 49.4 — (0.7 ) 48.7

Inter-company 1.2 — — (1.2 ) —
$2,037.1 $ 1,855.8 $ 148.8 $(1,827.9 ) $2,213.8

Current liabilities $47.6 $ 164.4 $ 0.2 $— $212.2
Long-term debt 1,438.3 — — — 1,438.3
Other non-current liabilities 14.9 10.6 — — 25.5
Liabilities of discontinued
operations held for sale — 1.5 — — 1.5

Inter-company — — 1.2 (1.2 ) —
Equity 536.3 1,679.3 147.4 (1,826.7 ) 536.3

$2,037.1 $ 1,855.8 $ 148.8 $(1,827.9 ) $2,213.8
As of December 31, 2011
Balance Sheet
Current assets $23.2 $ 78.6 $ 15.2 $— $117.0
Property and equipment, net 20.3 1,494.2 0.5 — 1,515.0
Other non-current assets 45.4 101.5 — — 146.9
Investment in subsidiaries 1,706.0 — — (1,706.0 ) —
Equity method investment — — 97.8 — 97.8
Assets of discontinued operations
held for sale — 74.5 — (0.6 ) 73.9

Inter-company 1.2 — — (1.2 ) —
$1,796.1 $ 1,748.8 $ 113.5 $(1,707.8 ) $1,950.6

Current liabilities $38.8 $ 140.0 $ 0.3 $— $179.1
Long-term debt 1,223.3 0.5 — — 1,223.8
Other non-current liabilities 14.6 10.8 — — 25.4
Liabilities of discontinued
operations held for sale — 2.9 — — 2.9

Inter-company — — 1.2 (1.2 ) —
Equity 519.4 1,594.6 112.0 (1,706.6 ) 519.4

$1,796.1 $ 1,748.8 $ 113.5 $(1,707.8 ) $1,950.6
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Pinnacle
Entertainment,
Inc.

100% Owned
Guarantor
Subsidiaries(a)

100% Owned
Non-
Guarantor
Subsidiaries(b)

Consolidating
and
Eliminating
Entries

Pinnacle
Entertainment,
Inc.
Consolidated

(in millions)
For the six months ended June 30, 2012
Statement of Cash Flows
Cash provided by (used in)
operating activities $(74.8 ) $ 143.4 $ 39.4 $— $108.0

Capital expenditures and other (7.5 ) (138.9 ) (26.9 ) — (173.3 )
Cash used in investing activities (7.5 ) (138.9 ) (26.9 ) — (173.3 )
Change in notes payable and other 188.0 — — — 188.0
Cash provided by financing
activities 188.0 — — — 188.0

Increase in cash and cash
equivalents 105.7 4.5 12.5 — 122.7

Cash and cash equivalents,
beginning of period 17.3 48.0 15.0 — 80.3

Cash and cash equivalents, end of
period $123.0 $ 52.5 $ 27.5 $— $203.0

For the six months ended June 30, 2011
Statement of Cash Flows
Cash provided by (used in)
operating activities $(66.3 ) $ 124.6 $ (0.4 ) $— $57.9

Capital expenditure and other (8.0 ) (115.7 ) 0.4 — (123.3 )
Cash provided by (used in)
investing activities (8.0 ) (115.7 ) 0.4 — (123.3 )

Change in notes payable 12.6 — — — 12.6
Cash provided by financing
activities 12.6 — — — 12.6

Increase (decrease) in cash and
cash equivalents (61.7 ) 8.9 — — (52.8 )

Cash and cash equivalents,
beginning of period 76.9 41.6 76.9 — 195.4

Cash and cash equivalents, end of
period $15.2 $ 50.5 $ 76.9 $— $142.6

_______________________ 

(a)

The following material subsidiaries are identified as guarantors of our senior and senior subordinated notes: ACE
Gaming, LLC; AREP Boardwalk Properties LLC; Belterra Resort Indiana, LLC; Boomtown, LLC; Casino Magic,
LLC; Casino One Corporation; Louisiana-I Gaming; PNK (Baton Rouge) Partnership; PNK (Biloxi) LLC; PNK
(BOSSIER CITY), Inc.; PNK Development 7, LLC; PNK Development 8, LLC; PNK Development 9, LLC; PNK
Development 13, LLC; PNK (ES), LLC; PNK (LAKE CHARLES), L.L.C.; PNK (Ohio), LLC; PNK (Ohio) II,
LLC; PNK (Ohio) III, LLC; PNK (RENO), LLC; PNK (River City), LLC; PNK (STLH), LLC; and PNK (ST.
LOUIS RE), LLC. In addition, certain other immaterial subsidiaries are also guarantors of our senior and senior
subordinated notes.

(b)Guarantor subsidiaries of our senior and senior subordinated notes exclude; a subsidiary that owns 26% of the
equity in ACDL; a subsidiary with with $7.8 million in cash and cash equivalents as of June 30, 2012; a subsidiary
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as of June 30, 2012; and certain non-material subsidiaries.
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Note 10—Segment Information
We use Consolidated Adjusted EBITDA and Adjusted EBITDA for each segment (as defined below) to compare
operating results among our segments and allocate resources. The following table highlights our Adjusted EBITDA
for each segment and reconciles Consolidated Adjusted EBITDA (defined below) to income (loss) from continuing
operations for the three and six months ended June 30, 2012 and 2011.

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Revenues:
L'Auberge Lake Charles $100.9 $96.1 $197.8 $184.9
St. Louis (a) 100.4 96.6 200.7 190.1
Boomtown New Orleans 31.7 33.4 64.6 70.4
Belterra Casino Resort 40.5 38.5 78.8 75.3
Boomtown Bossier City 20.3 21.3 43.0 44.3
River Downs 4.5 3.5 6.4 4.5
Total Revenue $298.3 $289.4 591.3 $569.6
Adjusted EBITDA (b):
L'Auberge Lake Charles $30.4 $24.3 $60.1 $49.8
St. Louis (a) 25.2 20.9 50.8 41.0
Boomtown New Orleans 10.0 10.9 21.0 24.0
Belterra Casino Resort 8.4 6.8 16.5 13.3
Boomtown Bossier City 4.6 4.3 10.5 10.0
River Downs (0.4 ) (0.7 ) (0.8 ) (1.0 )

78.2 66.5 158.1 137.1
Corporate expenses (c) (5.0 ) (7.8 ) (10.4 ) (15.9 )
Consolidated Adjusted EBITDA (b) 73.2 58.7 147.7 121.2
Other benefits (costs):
Depreciation and amortization (26.2 ) (26.0 ) (52.4 ) (52.1 )
Pre-opening and development costs (4.2 ) (2.5 ) (7.0 ) (4.7 )
Share-based compensation expense (3.2 ) (2.3 ) (5.3 ) (3.8 )
Write-downs, reserves and recoveries, net (0.8 ) (5.9 ) (0.8 ) (6.6 )
Net interest expense, net of capitalized interest (22.5 ) (25.6 ) (44.4 ) (51.7 )
Loss from equity method investment (1.2 ) — (2.8 ) —
Loss on early extinguishment of debt — — (20.7 ) —
Income tax expense (2.2 ) (1.3 ) (1.7 ) (1.6 )
Income (loss) from continuing operations $12.9 $(4.9 ) $12.6 $0.7
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For the six months ended June
30,
2012 2011
(in millions)

Capital expenditures:
L'Auberge Lake Charles $4.8 $7.8
St. Louis (a) 10.2 7.6
Boomtown New Orleans 3.7 1.6
Belterra Casino Resort 1.2 1.1
Boomtown Bossier City 1.6 1.6
River Downs 0.9 0.1
Corporate and other, including development projects and discontinued operations (d) 134.5 59.2

$156.9 $79.0

June 30,
2012

December 31,
2011

(in millions)
Assets
L'Auberge Lake Charles $309.2 $317.3
St. Louis (a) 756.0 752.0
Boomtown New Orleans 74.5 75.5
Belterra Casino Resort 175.1 180.0
Boomtown Bossier City 84.4 86.1
River Downs 46.6 45.5
Corporate and other, including development projects and discontinued operations 767.9 494.2

$2,213.7 $1,950.6

(a)Our St. Louis segment consists of Lumière Place (which includes the Lumière Place Casino, the Pinnacle-ownedFour Seasons Hotel St. Louis and HoteLumière) and River City.

(b)We define Consolidated Adjusted EBITDA as earnings before depreciation, amortization, pre-opening and
development expenses, non-cash share-based compensation, asset impairment costs, write-downs, reserves,
recoveries, gain (loss) on sale of certain assets, interest income and expense, income (loss) from equity method
investments, loss on early extinguishment of debt, loss on sale of discontinued operations, discontinued operations
and income taxes. We define Adjusted EBITDA for each segment as earnings before depreciation, amortization,
pre-opening and development expenses, non-cash share-based compensation, asset impairment costs, write-downs,
reserves, recoveries, gain (loss) on sale of certain assets, interest income and expense and income taxes. We use
Consolidated Adjusted EBITDA and Adjusted EBITDA for each segment to compare operating results among our
properties and between accounting periods. Consolidated Adjusted EBITDA and Adjusted EBITDA have
economic substance because they are used by management as a performance measure to analyze the performance
of our business, and is especially relevant in evaluating large, long-lived casino-hotel projects because it provides a
perspective on the current effects of operating decisions separated from the substantial non-operational
depreciation charges and financing costs of such projects. We eliminate the results from discontinued operations as
they are discontinued. We also review pre-opening and development expenses separately, as such expenses are also
included in total project costs when assessing budgets and project returns, and because such costs relate to
anticipated future revenues and income. We believe that Consolidated Adjusted EBITDA and Adjusted EBITDA
are useful measures for investors because it is an indicator of the strength and performance of ongoing business
operations, including our ability to service debt and fund capital expenditures, acquisitions and operations. These
calculations are commonly used as a basis for investors, analysts and credit rating agencies to evaluate and
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bond indentures require compliance with financial measures similar to Consolidated Adjusted EBITDA.
Consolidated Adjusted EBITDA should not be considered as an alternative to operating income as an indicator of
performance, as an alternative to cash flows from operating activities as a measure of liquidity, or as an alternative
to any other measure provided in accordance with GAAP. Our

24

Edgar Filing: PINNACLE ENTERTAINMENT INC. - Form 10-Q

40



Table of Contents

calculation of Consolidated Adjusted EBITDA may be different from the calculation methods used by other
companies and, therefore, comparability may be limited.

(c)Corporate expenses represent unallocated payroll, professional fees, travel expenses and other general andadministrative expenses not directly related to our casino and hotel operations.

(d)Includes capital expenditures for our various development projects not yet reflected as operating segments,including the following:
For the six months ended June
30,
2012 2011
(in millions)

L'Auberge Baton Rouge $131.1 $51.1

Note 11—Subsequent Events

In June 2012, PNK Development 10, LLC, a wholly-owned subsidiary of Pinnacle, entered into an agreement to
purchase substantially all of the assets of Federated Sports & Gaming, Inc. and Federated Heartland, Inc., owners of
the Heartland Poker Tour and other related assets and intellectual property. The acquisition was completed on July 2,
2012 for total consideration of $4.6 million. See additional discussion in Note 1, Summary of Significant Accounting
Policies.

In July 2012, the Board of Directors authorized a share repurchase program of up to $100 million of the Company's
Shares of Common Stock.

In July 2012, the Board of Directors approved plans to build a 150-guestroom hotel tower at our Boomtown New
Orleans property, with a project budget of $20 million, and an expected completion date in late 2013.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of financial condition, results of operations, liquidity and capital resources
should be read in conjunction with, and is qualified in its entirety by, the unaudited Condensed Consolidated Financial
Statements and the notes thereto included in this Quarterly Report on Form 10-Q, and the Consolidated Financial
Statements and notes thereto and Management’s Discussion and Analysis of Financial Condition and Results of
Operations contained in our Annual Report on Form 10-K for the year ended December 31, 2011.

EXECUTIVE SUMMARY

Pinnacle Entertainment, Inc. is an owner, operator and developer of casinos and related hospitality and entertainment
facilities. We operate L'Auberge Lake Charles in Lake Charles, Louisiana; River City Casino and Lumière Place in St.
Louis, Missouri; Boomtown New Orleans in New Orleans, Louisiana; Belterra Casino Resort in Vevay, Indiana; and
Boomtown Bossier City in Bossier City, Louisiana. In addition, we own and operate a racetrack facility, River Downs,
in Cincinnati, Ohio. We also own a 26% stake in Asian Coast Development (Canada), Ltd ("ACDL"), a British
Columbia corporation that is developing Vietnam's first integrated resort near Ho Chi Minh City. In June 2012, we
closed the previously announced sale of our Boomtown Reno operations.

We are also developing L'Auberge Casino and Hotel Baton Rouge in Baton Rouge, Louisiana, which we expect will
open on August 29, 2012, subject to regulatory approvals.

In April 2012, we entered into agreements to execute a series of transactions that would result in us acquiring 75.5%
of the equity of Retama Partners, Ltd. ("RPL"), the owner of the racing license for Retama Park Racetrack. Located
approximately 20 miles northeast of downtown San Antonio, Texas, Retama Park is a class 1 pari-mutuel horse-racing
track directly off of Interstate 35 in Selma, Texas. The acquisition of the equity of RPL is subject to the receipt of all
applicable regulatory approvals and additional agreements with Retama Development Corporation ("RDC"), a local
government corporation organized and acting on behalf of the City of Selma as owner of Retama Park, with closing
expected by the end of 2012.

In June 2012, we entered into agreements to acquire substantially all of the assets of Federated Sports & Gaming, Inc.
and Federated Heartland, Inc. These entities own the Heartland Poker Tour and other related assets and intellectual
property. The Heartland Poker Tour is a live and televised poker tournament series that is currently in its eighth
season, and broadcasts its events on hundreds of network television, cable and satellite stations. In July 2012, the
transaction closed and we assumed control of the aforementioned assets.

      We operate casino properties, all of which include gaming and dining facilities, and some of which include hotel,
retail and other amenities. In addition, we operate one racetrack. Our operating results are highly dependent on the
volume of customers at our properties, which, in turn, affects the price we can charge for our hotel rooms and other
amenities. While we do provide casino credit in several gaming jurisdictions, most of our revenue is cash-based, with
customers wagering with cash or paying for non-gaming services with cash or credit cards. Our properties generate
significant operating cash flow. Our industry is capital-intensive, and we rely on the ability of our properties to
generate operating cash flow to pay interest, repay debt costs and fund maintenance capital expenditures.

Our mission is to increase stockholder value. We seek to increase revenues through enhancing the guest experience by
providing them with their favorite games, restaurants, hotel accommodations, entertainment and other amenities in
attractive surroundings with high-quality guest service and guest rewards programs. We seek to improve margins by
focusing on operational excellence and efficiency while meeting our guests' expectations of value. Our long-term
strategy includes disciplined capital expenditures to improve and maintain our existing properties, while growing the
number and quality of our facilities by pursuing gaming entertainment opportunities we can improve or develop. We
intend to diversify our guest demographics and revenue sources by growing our portfolio of operating properties both
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consider our stockholders, guests, team members and other constituents in the communities in which we operate.
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RESULTS OF OPERATIONS
The following table highlights our results of operations for the three and six months ended June 30, 2012 and 2011.
As discussed in Note 10 to our unaudited Condensed Consolidated Financial Statements, we report segment operating
results based on revenues and Adjusted EBITDA. Such segment reporting is on a basis consistent with how we
measure our business and allocate resources internally. See Note 10 to our unaudited Condensed Consolidated
Financial Statements for more information regarding our segment information. The following table highlights our
Adjusted EBITDA for each segment and reconciles Consolidated Adjusted EBITDA (defined below) to income (loss)
from continuing operations in accordance with U.S. GAAP.

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Revenues:
L'Auberge Lake Charles $100.9 $96.1 $197.8 $184.9
St. Louis (a) 100.4 96.6 200.7 190.1
Boomtown New Orleans 31.7 33.4 64.6 70.4
Belterra Casino Resort 40.5 38.5 78.8 75.3
Boomtown Bossier City 20.3 21.3 43.0 44.3
River Downs 4.5 3.5 6.4 4.5
Total Revenue $298.3 $289.4 591.3 $569.6
Adjusted EBITDA (b):
L'Auberge Lake Charles $30.4 $24.3 $60.1 $49.8
St. Louis (a) 25.2 20.9 50.8 41.0
Boomtown New Orleans 10.0 10.9 21.0 24.0
Belterra Casino Resort 8.4 6.8 16.5 13.3
Boomtown Bossier City 4.6 4.3 10.5 10.0
River Downs (0.4 ) (0.7 ) (0.8 ) (1.0 )

78.2 66.5 158.1 137.1
Corporate expenses (5.0 ) (7.8 ) (10.4 ) (15.9 )
Consolidated Adjusted EBITDA (b) 73.2 58.7 147.7 121.2
Other benefits (costs):
Depreciation and amortization (26.2 ) (26.0 ) (52.4 ) (52.1 )
Pre-opening and development costs (4.2 ) (2.5 ) (7.0 ) (4.7 )
Share-based compensation expense (3.2 ) (2.3 ) (5.3 ) (3.8 )
Write-downs, reserves and recoveries, net (0.8 ) (5.9 ) (0.8 ) (6.6 )
Net interest expense, net of capitalized interest (22.5 ) (25.6 ) (44.4 ) (51.7 )
Loss from equity method investment (1.2 ) — (2.8 ) —
Loss on early extinguishment of debt — — (20.7 ) —
Income tax expense (2.2 ) (1.3 ) (1.7 ) (1.6 )
Income (loss) from continuing operations $12.9 $(4.9 ) $12.6 $0.7

(a)Our St. Louis segment consists of Lumière Place (which includes the Lumière Place Casino, the Pinnacle-ownedFour Seasons Hotel St. Louis and HoteLumière) and River City.
(b)We define Consolidated Adjusted EBITDA as earnings before depreciation, amortization, pre-opening and

development expenses, non-cash share-based compensation, asset impairment costs, write-downs, reserves,
recoveries, gain (loss) on sale of certain assets, interest income and expense, income (loss) from equity method
investments, loss on early extinguishment of debt, loss on sale of discontinued operations, discontinued operations
and income taxes. We define Adjusted EBITDA for each segment as earnings before depreciation, amortization,
pre-opening and development expenses, non-cash share-based compensation, asset impairment costs, write-downs,
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certain assets, interest income and expense and income taxes. We use Consolidated Adjusted EBITDA and Adjusted
EBITDA for each segment to compare operating results among our properties and between accounting periods.
Consolidated Adjusted EBITDA and Adjusted EBITDA have economic substance because they are used by
management as a performance measure to analyze the performance of our business, and is especially relevant in
evaluating large, long-lived casino-hotel projects because it provides a perspective on the current effects of operating
decisions separated from the substantial non-operational depreciation charges and financing costs of such projects. We
eliminate the results from discontinued operations as they are discontinued. We also review pre-opening and
development expenses separately, as such expenses are also included in total project costs when assessing budgets and
project returns, and because such costs relate to anticipated future revenues and income. We believe that Consolidated
Adjusted EBITDA and Adjusted EBITDA are useful measures for investors because it is an indicator of the strength
and performance of ongoing business operations, including our ability to service debt and fund capital expenditures,
acquisitions and operations. These calculations are commonly used as a basis for investors, analysts and credit rating
agencies to evaluate and compare operating performance and value of companies within our industry. In addition, our
credit agreement and bond indentures require compliance with financial measures similar to Consolidated Adjusted
EBITDA. Consolidated Adjusted EBITDA should not be considered as an alternative to operating income as an
indicator of performance, as an alternative to cash flows from operating activities as a measure of liquidity, or as an
alternative to any other measure provided in accordance with GAAP. Our calculation of Consolidated Adjusted
EBITDA may be different from the calculation methods used by other companies and, therefore, comparability may
be limited.

Segment comparison of the three and six months ended June 30, 2012 and 2011 

L'Auberge Lake Charles    
For the three months
ended June 30,

Percentage
Increase/(Decrease)

For the six months ended
June 30,

Percentage
Increase/(Decrease)

2012 2011 2012 vs. 2011 2012 2011 2012 vs. 2011
(in millions)

Gaming revenues $86.5 $83.7 3.3 % $172.2 $162.9 5.7 %
Total revenues 100.9 96.1 5.0 % 197.8 184.9 7.0 %
Operating income 24.7 18.8 31.4 % 48.6 39.0 24.6 %
Adjusted EBITDA 30.4 24.3 25.1 % 60.1 49.8 20.7 %
L'Auberge Lake Charles, our largest property, had an increase in revenues and Adjusted EBTIDA for the three and six
months ended June 30, 2012 as compared to the prior-year period, as a result of the evolution of our marketing
programs, a continued focus on the efficiency of the operation and utilization of assets, and due to a non-recurring
charge related to the launch of our mychoice customer loyalty program in 2011. In addition, improvements made to
the casino floor have helped increase gaming revenues. Operating efficiencies have been achieved through
consolidating tasks through a shared services arrangement across our Louisiana properties.
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St. Louis  

For the three months ended
June 30,

Percentage
Increase/(Decrease)

For the six months ended
June 30,

Percentage
Increase/
(Decrease)

2012 2011 2012 vs. 2011 2012 2011 2012 vs. 2011
(in millions)

Gaming revenues $85.7 $82.8 3.5 % $173.2 $164.3 5.4 %
Total revenues 100.4 96.6 3.9 % 200.7 190.1 5.6 %
Operating income 10.5 7.1 47.9 % 22.1 13.6 62.5 %
Adjusted EBITDA 25.2 20.9 20.6 % 50.8 41.0 23.9 %
The St. Louis segment consists of Lumière Place (which includes the Lumière Place Casino, the Pinnacle-owned Four
Seasons Hotel St. Louis and HoteLumière) and River City. The increase in revenues is due to the maturation of River
City, which opened in March 2010. Our combined monthly market share for our St. Louis properties increased over
the prior-year period, reflecting the ramp-up of operations for River City. The Adjusted EBITDA increase reflects the
benefits of a heightened focus on operating efficiencies primarily realized through our shared services arrangement in
this market and due to a non-recurring charge related to the launch of our mychoice customer loyalty program in
2011. Beginning in the first quarter of 2012, we began accounting for medical claims through an enterprise-wide
pooling of medical and related expenses, and allocating such expenses to each operating segment ratably based upon
participant headcount. Previously, medical claims were expensed directly to the operating segment in which the
participant resided. The use of medical claim pooling has no impact on Consolidated Adjusted EBITDA, but has
impacted individual operating segments. For the three and six months ended June 30, 2012, relative to using the prior
medical expense allocation methodology, the use of medical pooling had a negative impact of $0.9 million and $1.9
million, respectively, on Adjusted EBITDA for St. Louis.
Boomtown New Orleans

For the three months ended
June 30,

Percentage
Increase/(Decrease)

For the six months ended
June 30,

Percentage
Increase/
(Decrease)

2012 2011 2012 vs. 2011 2012 2011 2012 vs. 2011
(in millions)

Gaming revenues $30.4 $32.1 (5.3 )% $62.0 $67.7 (8.4 )%
Total revenues 31.7 33.4 (5.1 )% 64.6 70.4 (8.2 )%
Operating income 8.3 9.3 (10.8 )% 19.9 20.5 (2.9 )%
Adjusted EBITDA 10.0 10.9 (8.3 )% 21.0 24.0 (12.5 )%
Boomtown New Orleans' revenue and Adjusted EBITDA decreased for the three and six months ended June 30, 2012.
Boomtown New Orleans continues to experience difficult comparisons due to last year's elevated local economic
activity created by the Deep Horizon oil spill cleanup and recovery efforts. We are making select facility
improvements to increase the property's competitiveness, which includes plans to build a 150-room hotel tower with a
budget of $20 million and completion expected in late-2013. We also continue to refine marketing programs to drive
additional profitable revenue.
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Belterra Casino Resort  

For the three months ended
June 30,

Percentage
Increase/(Decrease)

For the six months ended
June 30,

Percentage
Increase/
(Decrease)

2012 2011 2012 vs. 2011 2012 2011 2012 vs. 2011
(in millions)

Gaming revenues $34.3 $32.7 4.9 % $67.9 $64.7 4.9 %
Total revenues 40.5 38.5 5.2 % 78.8 75.3 4.6 %
Operating income 5.4 3.5 54.3 % 10.3 6.7 53.7 %
Adjusted EBITDA 8.4 6.8 23.5 % 16.5 13.3 24.1 %

During the six months ended June 30, 2012, revenues and Adjusted EBITDA for Belterra were higher in comparison
to the prior-year period primarily due to the evolution of our marketing programs, expense controls, and a
non-recurring charge related to the launch of our mychoice customer loyalty program in 2011. Due to the change in
medical claims expense discussed above, the use of medical pooling had a favorable impact $0.9 million on Adjusted
EBITDA for Belterra for the six months ended June 30, 2012.

Boomtown Bossier City   

For the three months ended
June 30,

Percentage
Increase/(Decrease)

For the six months ended
June 30,

Percentage
Increase/
(Decrease)

2012 2011 2012 vs. 2011 2012 2011 2012 vs. 2011
(in millions)

Gaming revenues $19.2 $19.7 (2.5 )% $40.3 $41.4 (2.7 )%
Total revenues 20.3 21.3 (4.7 )% 43.0 44.3 (2.9 )%
Operating income 3.1 2.7 14.8  % 7.4 6.9 7.2  %
Adjusted EBITDA 4.6 4.3 7.0  % 10.5 10.0 5.0  %
Boomtown Bossier City's revenues have declined while Adjusted EBITDA increased for the three and six months
ended June 30, 2012 compared with the results in the prior period. Boomtown Bossier City continues to face a very
competitive operating environment, but cost discipline has permitted the property to drive Adjusted EBITDA growth
despite revenue challenges. The Adjusted EBITDA growth is also reflective of a non-recurring charge related to the
launch of our mychoice customer loyalty program in 2011.
River Downs

For the three months
ended June 30,

Percentage
Increase/(Decrease)

For the six months ended
June 30,

Percentage
Increase/(Decrease)

2012 2011 2012 vs. 2011 2012 2011 2012 vs. 2011
(in millions)

Gaming revenues $— $— NM $— $— NM
Total revenues 4.5 3.5 28.6  % 6.4 4.5 42.2  %
Operating loss (0.8 ) (0.8 ) —  % (1.3 ) (1.3 ) —  %
Adjusted EBITDA
(loss) (0.4 ) (0.7 ) (42.9 )% (0.8 ) (1.0 ) (20.0 )%

In January 2011, we completed the purchase of River Downs racetrack, located in southeast Cincinnati, Ohio, for
approximately $45.2 million. Due to increased revenues and cost controls, Adjusted EBITDA (loss) has decreased for
the three and six months ended June 30, 2012.
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Other factors affecting income from continuing operations
The following is a description of the other costs and benefits affecting income (loss) from continuing operations for
the three and six months ended June 30, 2012 and 2011, respectively:

For the three months
ended June 30,

Percentage
Increase/(Decrease)

For the six months
ended June 30,

Percentage
Increase/
(Decrease)

2012 2011 2012 vs. 2011 2012 2011 2012 vs. 2011
(in millions)

Other costs:
Corporate expenses $(5.0 ) $(7.8 ) (35.9 )% $(10.4 ) $(15.9 ) (34.6 )%
Depreciation and amortization (26.2 ) (26.0 ) 0.8  % (52.4 ) (52.1 ) 0.6  %
Pre-opening and development costs (4.2 ) (2.5 ) 68.0  % (7.0 ) (4.7 ) 48.9  %
Share-based compensation expense (3.2 ) (2.3 ) 39.1  % (5.3 ) (3.8 ) 39.5  %
Write-downs, reserves and
recoveries, net (0.8 ) (5.9 ) (86.4 )% (0.8 ) (6.6 ) (87.9 )%

Loss from equity method investment (1.2 ) — NM (2.8 ) — NM
Loss on early extinguishment of debt— — NM (20.7 ) — NM
Net interest expense, net of
capitalized interest (22.5 ) (25.6 ) (12.1 )% (44.4 ) (51.7 ) (14.1 )%

Income tax expense (2.2 ) (1.3 ) 69.2  % (1.7 ) (1.6 ) 6.2  %
NM — Not Meaningful
Corporate expenses represent unallocated payroll and benefits, professional fees, rent, travel expenses and other
general and administrative expenses not directly incurred by our casino and hotel operations. Included in the balance
for six months ended June 30, 2011 is $2.5 million of severance costs related to staff reductions at our corporate
offices. Efforts to eliminate non-value added expenses at our Las Vegas headquarters, as well as the ramp up of cost
savings and property allocations related to our shared services center supporting our properties in the Midwest and
Louisiana also contributed to the decline. Due to the change in medical claims expense discussed above, the use of
medical pooling had a favorable impact $0.7 million on Adjusted EBITDA for Corporate expense for the six months
ended June 30, 2012.
Depreciation and amortization expense was consistent for the three and six months ended June 30, 2012 as compared
to the prior-year periods.
Pre-opening and development costs for the three and six months ended June 30, 2012 and 2011 consist of the
following:

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Baton Rouge $3.4 $1.0 5.1 2.0
Other 0.8 1.5 1.9 2.7
Total pre-opening and development costs $4.2 $2.5 $7.0 $4.7
Share-based compensation expense 

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Shared-based compensation expense $3.2 $2.3 $5.3 $3.8
Share-based compensation expense relates to the fair value of options on the date of issuance. Share-based
compensation expense increased in the three months ended June 30, 2012 due the increased fair value of our options
granted to management and the board of directors in May 2012, and due to the modification of options granted to our
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Write-downs, reserves and recoveries, net consist of the following:
For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Loss (gain) on disposal of assets $0.8 $5.9 $(1.2 ) $6.1
Reserve on uncollectable loan receivable — — 2.0 —
Impairment of assets — — — 0.1
Legal settlement expense — — — 0.4
Write-downs, reserves and recoveries, net $0.8 $5.9 $0.8 $6.6

Loss (gain) on disposal of assets:  We recored a loss of $0.8 million during three months ended June 30, 2012 related
to the disposal of slot and other equipment at our properties. During the six months ended June 30, 2012, we recorded
a net gain of $2.5 million related to settlement proceeds received from the U.S. Army Corps of Engineers related to
the consideration for land commandeered and severance damages associated with construction of a floodwall and
easement designation on our property in New Orleans, Louisiana. This gain was offset by losses on disposals of slot
and other equipment in the normal course of business. In April 2011, we donated land with a book value of $5.7
million to the City of Lake Charles, Louisiana, and recognized a loss accordingly. The remaining loss incurred during
the three and six months ended June 30, 2011 relates to the disposal of slot and other equipment at our properties.

Reserve on uncollectable loan receivable:  In January 2012, we made a $2.0 million loan to Federated Sports &
Gaming, Inc. ("FSG"), and in February 2012, FSG filed for protection under Chapter 11 of the U.S. Bankruptcy Code.
As the result of the filing, we determined it was appropriate to fully reserve for the loan receivable during the first
quarter of 2012. Subsequent to quarter end, we purchased the assets of FSG.
Interest expense consists of the following:

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Interest expense $29.1 $27.1 $56.5 $54.1
Interest income (0.2 ) (0.1 ) (0.3 ) (0.2 )
Less: capitalized interest (6.4 ) (1.4 ) (11.8 ) (2.2 )
Total interest expense, net of capitalized interest $22.5 $25.6 $44.4 $51.7

Interest expense is capitalized on internally constructed assets at our overall weighted average cost of borrowing.
Capitalized interest increased in 2012 as compared to 2011 due to our Baton Rouge project and our investment in
ACDL. We have capitalized interest on our investment in ACDL, as ACDL has not begun its principal operations,
which consists of the Ho Tram Strip beachfront complex of integrated resorts and residential developments in
southern Vietnam. ACDL currently has activities in progress to commence these planned operations, and is using all
funds to acquire assets for the future operations. Once ACDL opens the first phase of this development, which is
expected to occur in 2013, the investment will no longer qualify for capitalization of interest.

Loss on equity method investment: In August 2011, we invested $95 million in ACDL in exchange for a 26%
ownership interest, which is accounted for under the equity method, and a management agreement related to the
second phase of the Ho Tram Strip project. Under the equity method, the carrying value is adjusted for our share of
ACDL's earnings and losses, as well as capital contributions to and distributions from ACDL. During the three and six
months ended June 30, 2012, our proportional share of ACDL's losses totaled $1.2 million and $2.8 million, which
under our accounting policy reflects the loss of ACDL on a one quarter lag.
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Loss on early extinguishment of debt: During the six months ended June 30, 2012, we redeemed all $385 million in
aggregate principal amount of our existing 7.50% senior subordinated notes due 2015. We recorded a $20.7 million
loss on early extinguishment of debt as a result of this transaction, related to the redemption premium, the ratable
write off of unamortized deferred financing fees and original issuance discounts.
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Income taxes:  Our effective tax rate for continuing operations for the three and six months ended June 30, 2012 was
an expense of $2.2 million or 14.2%, and $1.7 million or 12.1%, or as compared to an expense of $1.3 million or
34.7%, and $1.6 million and 69.3% for the prior-year period. Our tax rate differs from the statutory rate of 35.0% due
to the effects of permanent non-deductible expenses, the recording of a valuation allowance against a portion of our
deferred tax assets generated in the current year, and a reserve for unrecognized tax benefits. In March 2012, the
Internal Revenue Service commenced an examination of our corporate income tax returns for the years 2009 and
2010. In June 2012, we received notification from the California Franchise Tax Board that it will begin an
examination of our franchise tax return for the years 2007, 2008, and 2009. Our Indiana income tax filings for the
years 2005, 2006, and 2007 are also currently under appeal.
Discontinued operations: Discontinued operations as of June 30, 2012 consist primarily of our Boomtown Reno
operations and our Atlantic City operations

Boomtown Reno: In November 2011, we entered into a definitive agreement to sell our Boomtown Reno operations.
In June 2012, we closed the sale of our Boomtown Reno operations for total proceeds of approximately $12.9 million,
resulting in a loss of $1.1 million. At closing, the casino-resort buyers were granted a one year option to purchase
100% of the Company's membership interest in PNK (Reno), LLC, including 27 acres of additional land adjacent to
Boomtown Reno, for incremental consideration of $3.8 million. In addition, we continue to hold approximately 780
acres of remaining excess land surrounding Boomtown Reno as a discontinued operation. Other than minimal costs
associated with the remaining excess land, we expect no continuing costs from the Boomtown Reno operations.

Atlantic City: In the first quarter of 2010, we made the decision to sell our Atlantic City operation. Since that time, we
have actively marketed the land and related operations, however, events and circumstances beyond our control have
extended the period to complete the sale of this operation beyond one year. We have continued to reflect the business
as discontinued operations and the related assets and liabilities as held for sale.
Revenue, expense and net loss from discontinued operations are summarized as follows:

For the three months ended
June 30,

For the six months ended
June 30,

2012 2011 2012 2011
(in millions)

Revenues $9.6 $10.3 $18.1 $18.1
Operating loss $(1.1 ) $(23.9 ) $(1.8 ) $(27.4 )
Income tax benefit (expense) 0.1 (0.3 ) 0.1 —
Loss from discontinued operations, net of income taxes $(1.0 ) $(24.2 ) $(1.7 ) $(27.4 )
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Net assets for entities and operations included in discontinued operations are summarized as follows:
June 30,
2012

December 31,
2011

(in millions)
Assets:
Land, buildings, riverboats and equipment, net $42.6 $54.4
Other assets, net 6.2 19.5

$48.8 $73.9
Liabilities:
Total liabilities $1.5 $2.9
Net Assets $47.3 $71.0
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LIQUIDITY AND CAPITAL RESOURCES
As of June 30, 2012, we held $202.8 million of cash and cash equivalents, not including $5.9 million of restricted
cash. We estimate that approximately $65.0 million is needed to fund our casino cages, slot machines and day-to-day
operating and corporate accounts. During the second quarter of 2012, we made short-term investments in corporate
bonds and commercial paper totaling approximately $14.5 million. We have a deposit in escrow with the Louisiana
Gaming Control Board of $25.0 million related to the construction of our Baton Rouge project. As of June 30, 2012,
we had no borrowings on our $410 million amended and restated credit facility and had $11.1 million committed
under various letters of credit. In March 2012, we completed an offering of $325 million in 7.75% senior subordinated
notes due 2022 and entered into a $325 million term loan, as discussed below. We anticipate additional borrowings in
the future to fund development and expansion projects and other general corporate needs. In July 2012, the Board of
Directors authorized a share repurchase program of up to $100 million of the Company's Shares of Common Stock.

      We generally produce significant positive cash flows from operations, though this is not always reflected in our
reported net income due to large non-cash charges such as depreciation. However, our ongoing liquidity will depend
on a number of factors, including available cash resources, cash flow from operations, funding of construction of our
development projects and our compliance with covenants contained in the Credit Facility and the indentures
governing our senior subordinated notes and senior notes.

For the six months ended
June 30,

Percentage
Increase/(Decrease)

2012 2011 2012 vs. 2011
(in millions)

Net cash provided by operating activities $108.0 $57.9 86.5 %
Net cash used in investing activities $(173.3 ) $(123.3 ) 40.6 %
Net cash provided by financing activities $188.0 $12.6 NM
Operating Cash Flow
Our cash provided by operating activities in the six months ended June 30, 2012, as compared to the prior-year period,
increased due to improved results from operations. In addition, we received $8.2 million during the first quarter of
2012 related to a property tax refund from the City of Atlantic City, for which we recorded a gain and associated
receivable as of December 31, 2011.
Investing Cash Flow

The following is a summary of our capital expenditures for the six months ended June 30, 2012 and 2011 by property
or development project.

For the six months ended
June 30,
2012 2011
(in millions)

L'Auberge Baton Rouge $131.1 $51.1
L’Auberge Lake Charles 4.8 7.8
St. Louis 10.2 7.6
Boomtown New Orleans 3.7 1.6
Boomtown Bossier City 1.6 1.6
Belterra 1.2 1.1
Other 4.3 8.2
Total capital expenditures $156.9 $79.0

We are in the process of constructing L'Auberge Baton Rouge in Baton Rouge, Louisiana. As of June 30, 2012, we
have spent approximately $299.5 million of the budget of approximately $368 million, excluding land costs and
capitalized interest. We expect to open L'Auberge Baton Rouge on August 29, 2012, subject to regulatory approvals.
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During the first quarter of 2012, we broke ground on the construction of a 1,600 space parking structure at River City.
We anticipate completion of this element of our River City expansion project by the end of 2012. The second phase of
this expansion, a 200-room hotel and multi-purpose event center is expected to commence by the end of 2012 and be
completed in late 2013. As of June 30, 2012, we have spent approximately $13 million of the $82 million River City
expansion project budget.

We have begun design work for our anticipated project at River Downs in Cincinnati, Ohio. We are currently drafting
a master plan to redevelop River Downs into a premier gaming, racing and entertainment destination facility catering
to the Cincinnati and surrounding markets.

In July 2012, the Board of Directors approved plans to build a 150-guestroom hotel tower at our Boomtown New
Orleans property, with a project budget of $20 million, and an expected completion date in late 2013.

We also own 26% of the equity in ACDL, a British Columbia corporation that is developing Vietnam's first integrated
resort near Ho Chi Minh City, which is accounted for under the equity method of accounting. We intend to enter into
an agreement to invest an additional $15.6 million in ACDL as part of an anticipated $60 million capital raise. The
anticipated $60 million capital raise, along with previously secured financing commitments and a yet to be raised
working capital facility, would be expected to provide sufficient capital for the opening of the first phase.

During the second quarter of 2012, we made short-term investments in corporate bonds and commercial paper
classified as held-to-maturity investments as we have the positive intent and ability to hold these securities to
maturity. At June 30, 2012, we recorded $4.5 million related to the corporate bonds and $10 million related to the
commercial paper.

Our intention is to use existing cash resources, expected cash flows from operations and funds available under our
Credit Facility to fund operations, maintain existing properties, make necessary debt service payments, fund the
development of our projects, and explore other growth opportunities. In the event that our future cash flows from
operations do not match the levels we currently anticipate, whether due to downturns in the economy or otherwise, we
may need to raise funds through the capital markets, if possible.

Our ability to borrow under our Credit Facility is contingent upon, among other things, meeting customary financial
and other covenants. If we are unable to borrow under our Credit Facility, or if our operating results are adversely
affected because of a reduction in consumer spending, or for any other reason, our ability to maintain our existing
properties or complete our on-going projects may be affected unless we sell assets, enter into leasing arrangements, or
take other measures to find additional financial resources. There is no certainty that we will be able to do so on terms
that are favorable to the Company or at all.

We may face significant challenges if conditions in the economy and financial markets worsen. The credit crisis has
adversely affected overall consumer demand, which has had a negative effect on our revenues. Furthermore, the
effects of disruption to the overall economy could adversely affect consumer confidence and the willingness of
consumers to spend money on leisure activities. Because of the current economic environment, certain of our
customers may curtail the frequency of their visits to our casinos and may reduce the amounts they wager and spend
when compared to similar statistics in better economic times. All of these effects could have a material adverse effect
on our liquidity.

For further discussion of our projects and associated capital needs, see the section “Management’s Discussion and
Analysis of Financial Condition and Results of Operations-Liquidity and Capital Resources” within our Annual Report
on Form 10-K for the year ended December 31, 2011.
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Credit Facility

In August 2011, we entered into the Fourth Amended and Restated Credit Agreement ("Credit Facility") with a
revolving credit commitment of $410 million. As of June 30, 2012, we had $11.1 million committed under various
letters of credit and no borrowings under our Credit Facility. The Credit Facility expires and all amounts outstanding
thereunder are due and payable in full on August 2, 2016.

The Credit Facility permits us, in the future, to increase the commitments under the Credit Facility and to obtain term
loan commitments, in each case from existing or new lenders that are willing to commit to such an increase, so long as
we are in pro-forma compliance with the Credit Facility's financial and other covenants, including a consolidated
senior secured debt
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ratio and a consolidated total leverage ratio.

The proceeds of the Credit Facility may be used for general corporate purposes, including the payment of certain
expenditures associated with the construction and development of L'Auberge Baton Rouge and River Downs.

The Credit Facility does not have any debt repayment obligations prior to maturity. We are obligated to make
mandatory prepayments of indebtedness under the Credit Facility from the net proceeds of certain debt offerings,
certain asset sales and dispositions and certain casualty events, subject in certain cases to our right to reinvest
proceeds. In addition, we will be required to prepay borrowings under the Credit Facility with a percentage of our
“excess cash flow” (as defined in the Credit Facility, and reduced for cash flow applied to permitted capital spending).
We do not believe such payments will be required in the next few years. We have the option to prepay all or any
portion of the indebtedness under the Credit Facility at any time without premium or penalty.

The interest rate margins for revolving credit loans under the Credit Facility depend on our performance, measured by
a consolidated total leverage ratio, which, in general, is the ratio of consolidated total debt (less excess cash, as
defined in the Credit Facility) to annualized adjusted EBITDA, as defined in the Credit Facility. The Credit Facility
bears interest, at our option, at either a LIBOR rate plus a margin ranging from 1.75% to 3.50% or at a base rate plus a
margin ranging from 0.25% to 2.00%, in either case based on our consolidated total leverage ratio. The undrawn
revolver facility bears a commitment fee for unborrowed amounts of 0.25% to 0.75% per annum based on our
consolidated total leverage ratio.

The Credit Facility has, among other things, financial covenants and other affirmative and negative covenants. As of
June 30, 2012, the Credit Facility requires compliance with the following ratios: (1) maximum consolidated total
leverage ratio of 7.75 to 1.00; (2) minimum consolidated interest coverage ratio of 1.65 to 1.00; and (3) maximum
consolidated senior secured debt ratio of 2.75 to 1.00. In addition, the Credit Facility has covenants that limit the
amount of senior unsecured debt we may incur to $1.5 billion, unless our maximum consolidated total leverage ratio is
less than 6.00 to 1.00. As of June 30, 2012, we were in compliance with each of these ratios, and compliance with
these ratios does not have a material impact on our financial flexibility, including our ability to incur new
indebtedness.

The obligations under the Credit Facility are secured by most of our assets and the assets of our domestic restricted
subsidiaries, including a pledge of the equity interests in our domestic subsidiaries (except where such pledge is
prohibited by gaming regulations) and, if and when formed or acquired, by a pledge of up to 66% of the
then-outstanding equity interests of our foreign restricted subsidiaries. Our obligations under the Credit Facility are
also guaranteed by our existing and future domestic restricted subsidiaries and are required to be guaranteed by our
foreign restricted subsidiaries, if and when such foreign restricted subsidiaries are formed or acquired, unless such
guarantee causes material adverse tax, foreign gaming or foreign law consequences. Subsidiaries with approximately
$47.9 million in total assets as of June 30, 2012; a subsidiary that holds our investment in ACDL; our Atlantic City
subsidiaries and each of our foreign subsidiaries are currently unrestricted subsidiaries for purposes of the Credit
Facility.

The Credit Facility provides for customary events of default with corresponding grace periods, in most cases,
including payment defaults, cross defaults with certain other indebtedness to third parties, breaches of covenants and
bankruptcy events. In the case of a continuing default, the lenders may, among other remedies, accelerate payment of
all obligations due from the borrowers to the lenders, charge the borrowers a default rate of interest on all
then-outstanding or thereafter incurred obligations, and terminate the lenders' commitments to make any further loans
or issue any further letters of credit. In the event of certain defaults, the commitments of the lenders will be
automatically terminated and all outstanding obligations of the borrowers will automatically become due. In addition,
the lenders may take possession of, and enforce the borrowers' rights with respect to, the borrowers' collateral,
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Term Loan

On March 19, 2012, as contemplated under the Credit Facility, we entered into an Incremental Facility Activation
Notice and New Lender Supplement (the “Incremental Facility Notice”).

The Incremental Facility Notice notified the Administrative Agent of our activation of a $325 million Incremental
Term Loan (the “Term Loan”) under the Credit Facility. We used a portion of the Term Loan, to redeem a portion of our
then existing 7.50% senior subordinated notes due 2015. The Term Loan matures with all outstanding principal
amounts due and payable on March 19, 2019, provided that such maturity date shall be accelerated to May 1, 2017, if
any portion of our 8.625% senior notes due August 1, 2017 are outstanding on May 1, 2017. The Term Loan requires
debt repayment obligations of $3.25 million per year payable in equal quarterly payments, with any remaining amount
of the Term Loan required to be repaid in full on the maturity date. The Term Loan bears interest, at our option, at
either a LIBOR rate plus a margin of 3.00% or at a base
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rate plus a margin of 1.50%. The LIBOR rate carries a floor of 1.0%.

In connection with the Term Loan, we entered into the First Amendment to the Credit Facility (the “First Amendment”).
The First Amendment made conforming amendments to the Credit Facility in connection with the Term Loan
pursuant to the Incremental Facility Notice, including providing for a LIBOR floor of 1.0% for the Term Loan. In
addition, the First Amendment provides that under the Credit Facility we will be required to maintain consolidated
total leverage ratio from September 30, 2016 and thereafter of 4.50 to 1.00 and the consolidated interest coverage ratio
from September 30, 2016 and thereafter of 2.00 to 1.00. The Incremental Facility Notice and First Amendment are
considered loan documents under the Credit Facility and are governed by the terms and conditions set forth under the
Credit Facility as described above.

Senior and Senior Subordinated Indebtedness

As of June 30, 2012, we had outstanding $450 million aggregate principal amount of 8.625% senior notes due 2017
(“8.625% Notes”), $325 million aggregate principal amount of 7.75% senior subordinated notes due 2022 (“7.75%
Notes”), and $350 million aggregate principal amount of 8.75% senior subordinated notes due 2020 (“8.75% Notes”).

On March 19, 2012, we issued $325 million in aggregate principal amount of 7.75% Notes. The 7.75% Notes were
issued in a public offering pursuant to a Registration Statement on Form S-3, at par, with interest payable on April 1
and October 1 of each year, beginning October 1, 2012. Net of initial purchasers’ fees and various costs and expenses,
net proceeds from the offering were approximately $318.3 million. We used all of the net proceeds of the 7.75%
Notes offering and a portion of the net proceeds from the Term Loan to redeem all $385 million in aggregate principal
amount of our 7.50% senior subordinated notes due 2015 and to repay all $70.0 million in then outstanding revolving
credit borrowings under the Credit Facility.

The 8.625% Notes are senior unsecured obligations and rank equally in right of payment with all of our existing and
future senior debt, including debt under our Credit Facility. The 8.625% Notes are, however, effectively subordinated
to our Credit Facility, which is secured by a first priority lien, as well as any other secured debt which may be issued
in the future. The 8.625% Notes are guaranteed on a senior basis by certain of our current and future domestic
restricted subsidiaries. The 8.625% Notes rank senior to our existing 8.75% Notes and 7.75% Notes.

The 8.75% Notes and 7.75% Notes are unsecured senior subordinated obligations and rank subordinate in right of
payment to all of our and our subsidiary guarantors’ existing and future indebtedness, except indebtedness that
expressly provides that it ranks equal or subordinate in right of payment to the 8.75% Notes and 7.75% Notes. The
8.75% Notes and 7.75% Notes are guaranteed on a senior subordinated basis by certain of our current and future
domestic restricted subsidiaries. The 8.75% Notes and the 7.75% Notes are subordinated to our 8.625% Notes and to
our Credit Facility.

Under the indenture governing the 8.625% Notes, among other debt baskets, we are permitted to incur the greater of
$750 million or 3.5x Consolidated EBITDA (as defined in the indenture) in senior indebtedness and secured
indebtedness, which debt basket excludes the 8.625% Notes. Under the indentures governing the 8.75% Notes and
7.75% Notes, we are permitted to incur the greater of $1.5 billion or 2.5x Consolidated EBITDA (as defined in the
indentures) in senior indebtedness. Under these senior secured indebtedness baskets, we are permitted in certain
circumstances to incur senior unsecured indebtedness. In addition, the indentures governing the 8.625% Notes, the
8.75% Notes and the 7.75% Notes include other debt incurrence baskets, including a permitted refinancing basket and
a general debt basket, the most restrictive of which permits the greater of $250 million or 5% of Consolidated Total
Assets (as defined in the indentures). Under all three indentures, we may also incur additional indebtedness if, after
giving effect to the indebtedness proposed to be incurred, our Consolidated Coverage Ratio (essentially, a ratio of
adjusted EBITDA to interest) for a trailing four-quarter period on a pro forma basis (as defined in the indentures)
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would be at least 2.0 to 1.0. Our Consolidated Coverage Ratio (as defined in the indentures) under all three indentures
was above 2.0 to 1.0 as of June 30, 2012.

The 8.625% Notes, 8.75% Notes and 7.75% Notes become callable at a premium over their face amount on August 1,
2013, May 15, 2015, and April 1, 2017, respectively. Such premiums decline periodically as the notes progress
towards their respective maturities. All of our notes are redeemable prior to their first call dates at a price that reflects
a yield to the first call that is equivalent to the applicable Treasury bond yield plus 0.5 percentage points. 

Share Repurchase Plan

In July 2012, the Board of Directors authorized a share repurchase program of up to $100 million of the Company's
Shares of Common Stock.
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CONTRACTUAL OBLIGATIONS AND OTHER COMMITMENTS

There were no material changes during the three months ended June 30, 2012, to our contractual obligations and
commitments as disclosed in our Annual Report on Form 10-K for the year ended December 31, 2011 and in our
Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2012.

CRITICAL ACCOUNTING POLICIES
A description of our critical accounting policies and estimates can be found in Item 7 of our Annual Report on Form
10-K for the year ended December 31, 2011. For a more extensive discussion of our accounting policies, see Note 1,
“Summary of Significant Accounting Policies,” in the Notes to the Consolidated Financial Statements in our Annual
Report on Form 10-K for the year ended December 31, 2011. There were no newly identified critical accounting
policies and estimates in the second quarter of 2012, nor were there any material changes to the critical accounting
policies and estimates discussed in our Annual Report on Form 10-K for the year ended December 31, 2011.

FORWARD-LOOKING STATEMENTS
The Private Securities Litigation Reform Act of 1995 (the “Act”) provides certain “safe harbor” provisions for
forward-looking statements. Except for the historical information contained herein, the matters addressed in this
Quarterly Report on Form 10-Q, as well as in other reports filed with or furnished to the SEC or statements made by
us, may constitute “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. From time to time, we may provide
oral or written forward-looking statements in our other periodic reports on Form 10-K, Form 10-Q, Form 8-K, press
releases and other materials released to the public. All forward-looking statements made in this Quarterly Report on
Form 10-Q and any documents we incorporate by reference are made pursuant to the Act. Words such as, but not
limited to, “believes,” “expects,” “anticipates,” “estimates,” “intends,” “plans,” “could,” “may,” “will,” “should,” and similar expressions
are intended to identify forward-looking statements. Such forward-looking statements, which may include, without
limitation, expected results of operations, adequacy of resources to fund development and expansion projects,
liquidity, financing options, including the state of the capital markets and our ability to access the capital markets, the
state of the credit markets, our ability to sell or otherwise dispose of discontinued operations, the timing and the ability
to repurchase shares of the Company's common stock under a share repurchase program, the entering into an
agreement to invest $15.6 million in ACDL, the projected opening date for MGM Grand Ho Tram, the ability of
ACDL to fund the development of the Ho Tram Strip project and each of its phases, our ability to close on our
investment in Retama Partners, Ltd., the owners of the license of Retama Park Racetrack, the state of the economy,
the budget of our Baton Rouge project and other various projects, anticipated completion and opening schedule of our
various projects, anticipated results for our various projects, expansion plans, construction schedules, video lottery
terminals becoming operational at Ohio racetracks, gaming becoming legal at Texas racetracks, cash needs, cash
reserves, operating and capital expenses, expense reductions, the sufficiency of insurance coverage, anticipated
marketing costs at various projects, the future outlook of Pinnacle and the gaming industry and pending regulatory and
legal matters, are all subject to a variety of risks and uncertainties that could cause actual results to differ materially
from those anticipated by us. This can occur as a result of inaccurate assumptions or as a consequence of known or
unknown risks and uncertainties. Factors that may cause our actual performance to differ materially from that
contemplated by such forward-looking statements include, among others, the various risk factors discussed below, in
addition to general domestic and international economic and political conditions, as well as market conditions in our
industry. For more information on the potential factors that could affect our operating results and financial condition
in addition to the risk factors described below, review our other filings (other than any portion of such filings that are
furnished under applicable SEC rules rather than filed) with the SEC. Factors that may cause our actual performance
to differ materially from that contemplated by such forward-looking statements include, among others:

•our business is particularly sensitive to reductions in consumers' discretionary spending as a result of recentdownturns in the economy or other changes we cannot accurately predict;
•
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the global financial crisis and recession has affected our business and financial condition, and may continue to affect
us in ways that we currently cannot accurately predict;

•
our substantial development plans for capital-intensive projects will require us to borrow significant amounts under
our amended and restated credit facility and, depending on which projects are pursued to completion, may cause us to
incur substantial additional indebtedness;

•
our present indebtedness and projected future borrowings could adversely affect our financial health; future cash
flows may not be sufficient to meet our obligations, and we may have difficulty obtaining additional financing; and
we may
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experience adverse effects of interest rate fluctuations;
•our indebtedness imposes restrictive covenants on us;

•
the gaming industry is very competitive and increased competition, including through legislative legalization or
expansion of gaming by states such as Texas, Kentucky, Ohio and Illinois or through Native American gaming
facilities and internet gaming, could adversely affect our financial results;

•subsequent phases to certain of our existing projects and potential enhancements at our properties may require us toraise additional capital;
•we may not meet the conditions for the maintenance of the license that we plan to utilize for L'Auberge Baton Rouge;

•insufficient or lower-than-expected results generated from our new developments and acquired properties maynegatively affect the market for our securities; our new properties may compete with our existing properties;
•rising operating costs at our gaming properties could have a negative impact on our business;

•
we are engaged from time to time in one or more construction and development projects, and many factors could
prevent us from completing them as planned, including the escalation of construction costs beyond increments
anticipated in our construction budgets;

•
we derived 52% of our revenues in 2011 from our casinos located in Louisiana and are especially subject to certain
risks, including economic and competitive risks, associated with the conditions in that area and in the states from
which we draw patrons;

•some of our casinos are located on leased property. If we default on one or more leases, the applicable lessors couldterminate the affected leases and we could lose possession of the affected casino;

•
our operations are largely dependent on the skill and experience of our management and key personnel. The loss of
management and other key personnel could significantly harm our business, and we may not be able to effectively
replace members of management who have left the company;

•our industry is highly regulated, which makes us dependent on obtaining and maintaining gaming licenses andsubjects us to potentially significant fines and penalties;
•potential changes in the regulatory environment could harm our business;

•we are subject to extensive governmental regulations that impose restrictions on the ownership and transfer of oursecurities;

•we operate in a highly taxed industry and it may be subject to higher taxes in the future. If the jurisdictions in whichwe operate increase gaming taxes and fees, our operating results could be adversely affected;

•
we face many risks associated with our investment in a privately held company, ACDL, that is developing a complex
of integrated resorts in Vietnam, such as ACDL's ability to raise capital to complete the first phase of first integrated
resort and to fund the development of subsequent phases of the planned resort complex, among other risks;

•
adverse weather conditions, road construction, gasoline shortages and other factors affecting our facilities and the
areas in which we operating could make it more difficult for potential customers to travel to our properties and deter
customers from visiting our properties;

•our results of operations and financial condition could be materially adversely affected by the occurrence of naturaldisasters, such as hurricanes, or other catastrophic events, including war and terrorism;

•
natural disasters have made it more challenging for us to obtain similar levels of Weather Catastrophe
Occurrence/Named Windstorm, Flood and Earthquake insurance coverage for our properties compared to the levels
before the 2005 hurricane;

•we may incur property or other losses that are not adequately covered by insurance, which may harm our results ofoperations;

•our gaming operations rely heavily on technology services and an uninterrupted supply of electrical power. Oursecurity system and all of our slot machines are controlled by computers and reliant on electrical power to operate;

•climate change, climate change regulations and greenhouse effects could adversely impact our operations andmarkets;
•work stoppages, organizing drives and other labor problems could interrupt our future profits;
•we are subject to litigation which, if adversely determined, could cause us to incur substantial losses;
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•we face environmental and archaeological regulation of our real estate;

•
our reputation and business may be harmed from cyber security risk and we may be subject to legal claims if there is a
loss, disclosure or misappropriation of or access to our customers' or our business partners' or our own information or
other breaches of our information security;
•we face risks associated with growth and acquisitions; and

•the market price for our common stock may be volatile, and you may not be able to sell our stock at a favorable priceor at all.

For a further list and description of various risks, relevant factors and uncertainties that could cause future results or
events to differ materially from those expressed or implied in our forward-looking statements, please see the "Risk
Factors" and "Management’s Discussion and Analysis of Financial Condition and Results of Operations" sections
contained in this Quarterly Report on Form 10-Q, as well as the "Risk Factors" and "Management Discussion and
Analysis of Financial Condition and Results of Operations" sections contained in our Annual Report on Form 10-K
for the year ended December 31, 2011 and in our Quarterly Report on Form 10-Q for the quarterly period ended
March 31, 2012 and review our other filings (other than any portion of such filings that are furnished under applicable
SEC rules rather than filed) with the SEC, which are hereby incorporated by reference into this Quarterly Report on
Form 10-Q. All forward-looking statements included in this Quarterly Report on Form 10-Q are made only as of the
date of this Form 10-Q. We undertake no obligation to publicly update any forward-looking statements, whether as a
result of new information, future events or otherwise.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk
At times, we are exposed to market risk from adverse changes in interest rates with respect to the short-term floating
interest rate on borrowings under our Credit Facility. As of June 30, 2012, we had $11.1 million committed under
various letters of credit under our Credit Facility and no borrowings under our revolving Credit Facility. Any
borrowings outstanding under our revolving Credit Facility accrue interest at LIBOR plus a margin determined by our
current consolidated leverage ratio, which margin was 2.25% as of June 30, 2012. In addition, we had $324.2 million
outstanding under a Term Loan under our Credit Facility. The Term Loan bears interest, at our option, at either a
LIBOR rate plus a margin of 3.00% or at a base rate plus a margin of 1.50%. The LIBOR rate carries a floor of 1.0%.
The Term Loan currently bears interest at 4.0%.
As of June 30, 2012, if LIBOR rates were to decrease by one percentage point, our annual interest expense would not
decrease, assuming constant debt levels. If LIBOR rates were to increase by one percentage point, our annual interest
expense would increase by approximately $0.8 million, assuming constant debt levels.
The table below provides the principal cash flows and related weighted average interest rates by contractual maturity
dates for our debt obligations at June 30, 2012. At June 30, 2012, we did not hold any material investments in
market-risk-sensitive instruments of the type described in Item 305 of Regulation S-K.

Liabilities 2012 2013 2014 2015 2016 Thereafter Total Fair Value
(in thousands)

Credit
Facility $— $— $— $— $— $— $— $—

Interest Rate — % — % — % — % — % — % — %
Term Loan $1,625 $3,250 $3,250 $3,250 $3,250 $309,562 $324,187 $322,566
Interest Rate 4.00 % 4.00 % 4.00 % 4.00 % 4.00 % 4.00 % 4.00 %
7.75% Notes $— $— $— $— $— $325,000 $325,000 $350,188
Fixed Rate 7.75 % 7.75 % 7.75 % 7.75 % 7.75 % 7.75 % 7.75 %
8.625%
Notes $— $— $— $— $— $450,000 $450,000 $490,500

Fixed Rate 8.625 % 8.625 % 8.625 % 8.625 % 8.625 % 8.625 % 8.625 %
8.75% Notes $— $— $— $— $— $350,000 $350,000 $385,000
Fixed Rate 8.75 % 8.75 % 8.75 % 8.75 % 8.75 % 8.75 % 8.75 %

42

Edgar Filing: PINNACLE ENTERTAINMENT INC. - Form 10-Q

68



Table of Contents

Item 4. Controls and Procedures

The Company’s management, with the participation of the Chief Executive Officer (the “CEO”) and the Chief Financial
Officer (the “CFO”), evaluated the effectiveness of the Company’s disclosure controls and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of June 30, 2012. Based on this evaluation, the Company’s
management, including the CEO and the CFO, concluded that, as of June 30, 2012, the Company’s disclosure controls
and procedures were effective, in that they provide a reasonable level of assurance that information required to be
disclosed by the Company in the reports filed or submitted by it under the Exchange Act is recorded, processed,
summarized and reported, within the time periods specified in the SEC’s rules and forms. The Company’s disclosure
controls and procedures are designed to provide reasonable assurance that information required to be disclosed by the
Company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the
Company’s management, including the CEO and the CFO, as appropriate, to allow timely decisions regarding required
disclosure.

Notwithstanding the foregoing, there can be no assurance that the Company’s disclosure controls and procedures will
detect or uncover all failures of persons within the Company and its consolidated subsidiaries to disclose material
information otherwise required to be set forth in the Company’s periodic reports. There are inherent limitations to the
effectiveness of any system of disclosure controls and procedures, including the possibility of human error and the
circumvention or overriding of the controls and procedures. Accordingly, even effective disclosure controls and
procedures can only provide reasonable, not absolute, assurance of achieving their control objectives.

No change in the Company’s internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) occurred during the quarter ended June 30, 2012 that has materially affected, or is reasonably
likely to materially affect, the Company’s internal control over financial reporting.
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PART II
Item 1. Legal Proceedings

We are a party to a number of other pending legal proceedings. Management does not expect that the outcome of such
proceedings, either individually or in the aggregate, will have a material effect on our financial position, cash flows or
results of operations.

Item 1A. Risk Factors

There were no material changes from the risk factors set forth under Part I, Item 1A "Risk Factors" in the Company's
Annual Report on Form 10-K for year ended December 31, 2011 and from the risk factors set forth under Part II, Item
1A "Risk Factors" in the Company's Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2012.
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Item 6. Exhibits
Exhibit
Number Description of Exhibit

3.1

Restated Certificate of Incorporation of Pinnacle Entertainment, Inc., as amended, is hereby incorporated
by reference to Exhibit 3.3 to the Company's Current Report on Form 8-K filed on May 9, 2005. (SEC File
No. 001-13641).

3.2

Restated Bylaws of Pinnacle Entertainment, Inc., as of May 24, 2011, are hereby incorporated by
reference to Exhibit 3.2 to the Company's Current Report on Form 8-K filed on May 26, 2011. (SEC
File No. 001-13641).

10.1*† Form of Director Stock Option Grant Notice and Option Agreement.

10.2*† Form of Amendment to Stock Option Agreements for Directors.

10.3†
Pinnacle Entertainment, Inc. 2005 Equity and Performance Incentive Plan, As Amended, is hereby
incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed on May 23,
2012. (SEC File No. 001-13641).

10.4†
2008 Amended and Restated Pinnacle Entertainment, Inc. Directors Deferred Compensation Plan is
hereby incorporated by reference to Exhibit 10.2 to the Company's Current Report on Form 8-K filed on
May 23, 2012. (SEC File No. 001-13641).

10.5*
First Supplemental Indenture, dated as of July 19, 2012, governing the 7.75% Senior Subordinated Notes
due 2022, by and among Pinnacle Entertainment, Inc., the guarantors identified therein and The Bank of
New York Mellon Trust Company, N.A.

11* Statement re: Computation of Earnings Per Share.

31.1* Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer.

31.2* Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer.

32** Section 1350 Certifications of Chief Executive Officer and Chief Financial Officer.

101** Financial Statements from Pinnacle Entertainment Inc.'s Quarterly Report on Form 10-Q for the quarterly
period ended June 30, 2012, formatted in XBRL (eXtensible Business Reporting Language):

(i) unaudited Condensed Consolidated Statements of Operations;
(ii) unaudited Condensed Consolidated Statements of Comprehensive Income (Loss);
(iii) unaudited Condensed Consolidated Balance Sheets;
(iv) unaudited Condensed Consolidated Statements of Cash Flows; and
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(v) Notes to unaudited Condensed Consolidated Financial Statements.
 ________________
* Filed herewith.
** Furnished herewith.
† Management contract or compensatory plan or arrangement.
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

PINNACLE ENTERTAINMENT, INC.
(Registrant)

Date: August 9, 2012 By:  /s/ Carlos A. Ruisanchez  
Carlos A. Ruisanchez
Executive Vice President and Chief Financial Officer
(Authorized Officer, Principal Financial Officer and
Principal Accounting Officer) 
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EXHIBIT INDEX
Exhibit
Number Description of Exhibit

3.1

Restated Certificate of Incorporation of Pinnacle Entertainment, Inc., as amended, is hereby incorporated
by reference to Exhibit 3.3 to the Company's Current Report on Form 8-K filed on May 9, 2005. (SEC File
No. 001-13641).

3.2

Restated Bylaws of Pinnacle Entertainment, Inc., as of May 24, 2011, are hereby incorporated by
reference to Exhibit 3.2 to the Company's Current Report on Form 8-K filed on May 26, 2011. (SEC
File No. 001-13641).

10.1*† Form of Director Stock Option Grant Notice and Option Agreement.

10.2*† Form of Amendment to Stock Option Agreements for Directors.

10.3†
Pinnacle Entertainment, Inc. 2005 Equity and Performance Incentive Plan, As Amended, is hereby
incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K filed on May 23,
2012. (SEC File No. 001-13641).

10.4†

2008 Amended and Restated Pinnacle Entertainment, Inc. Directors Deferred Compensation Plan is
hereby incorporated by reference to Exhibit 10.2 to the Company's Current Report on Form 8-K filed on
May 23, 2012. (SEC File No. 001-13641).

10.5*
First Supplemental Indenture, dated as of July 19, 2012, governing the 7.75% Senior Subordinated Notes
due 2022, by and among Pinnacle Entertainment, Inc., the guarantors identified therein and The Bank of
New York Mellon Trust Company, N.A.

11* Statement re: Computation of Earnings Per Share.

31.1* Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer.

31.2* Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer.

32** Section 1350 Certifications of Chief Executive Officer and Chief Financial Officer.

101** Financial Statements from Pinnacle Entertainment Inc.'s Quarterly Report on Form 10-Q for the quarterly
period ended June 30, 2012, formatted in XBRL (eXtensible Business Reporting Language):

(i) unaudited Condensed Consolidated Statements of Operations;
(ii) unaudited Condensed Consolidated Statements of Comprehensive Income;
(iii) unaudited Condensed Consolidated Balance Sheets;
(iv) unaudited Condensed Consolidated Statements of Cash Flows; and
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(v) Notes to unaudited Condensed Consolidated Financial Statements.
 ________________
* Filed herewith.
** Furnished herewith.
† Management contract or compensatory plan or arrangement.
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