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ANNUAL MEETING OF STOCKHOLDERS

May 13, 2005
Dear Fellow Stockholder:

We were pleased to learn that the highly respected, independent shareholder advisory firm, Proxy Governance, Inc. (�Proxy Governance�), has
recommended that the stockholders of Station Casinos, Inc. (the �Company�) vote �AGAINST� the three non-binding stockholder proposals
submitted by the Culinary Workers Local Union 226 and UNITE HERE (the �Union�).

Proxy Governance believes that proxy issues should be evaluated on an issue-by-company basis (as opposed to an issue-specific basis) and
considers a company�s performance record, business environment, management strength, corporate governance and other factors in reaching its
voting decisions.  Proxy Governance describes its approach to proxy analysis as �providing advice with the goal of truly building long-term
shareholder value.�

We believe this approach is warranted, particularly given the Company�s financial and stock performance and the strength of its management
team.

A copy of Proxy Governance�s analysis is enclosed for your reference, and we ask that you give it your careful attention.  In addition to
highlighting our outstanding track record, Proxy Governance opined:

� �� [Station Casinos�] superior financial performance and sound business strategy argue against the need for the
dissidents� proposed governance reforms.�

� �There is no evidence of board or management entrenchment��

� ��the Board is properly discharging its oversight role��

� ��the dissidents have not presented compelling reasons why their selected governance reforms are needed at Station
Casinos at this time.�
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� ��the sizable ownership stake of the directors and officers should motivate them to seriously evaluate value-enhancing
transactions.�*

I respectfully request that you again give the Union�s stockholder proposals your careful attention and take into consideration what we believe
based on circumstantial evidence is its true motivation in submitting the proposals � the organization of the Company�s workforce.  We also ask
that you consider the Company�s strong history of performance and proper corporate governance practices and request your support by voting
AGAINST the Union�s proposals.

We respect your final determination, and thank you for your continued interest and support.

Sincerely,

Frank J. Fertitta III
Chairman of the Board
and Chief Executive Officer

YOUR VOTE IS IMPORTANT
Please vote your proxy today.  Note that Internet and telephone voting are available.  If you have any questions, or need assistance, please call D.
F. King & Co., Inc., which is assisting your Company, toll-free, at 1-888-887-0082.

* Consent to use the above quotations and the enclosed report has neither been sought from, nor given by, the author which is not a participant in
proxy solicitation.
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PROXY Governance, INC. Contact: Alesandra Monaco
Published: NA

STATION CASINOS INC (NYSE : STN)

Annual Meeting Record Date: 03/24/2005 Meeting Date: 05/18/2005
Company Description:
Station Casinos, Inc., a gaming and entertainment company, owns and operates eight major hotel/casino properties (one of which is 50% owned)
and five smaller casino properties (one of which is 50% owned) in the Las Vegas metropolitan area. As of Feb. 28, 2005, the company owned
and operated Palace Station Hotel & Casino, Boulder Station Hotel & Casino, Texas Station Gambling Hall & Hotel, Sunset Station Hotel &
Casino, Santa Fe Station Hotel & Casino, Fiesta Rancho Casino Hotel, Fiesta Henderson Casino Hotel, Wild Wild West Gambling Hall & Hotel
and Wildfire Casino. Station Casinos also own a 50% interest in Green Valley Ranch Station Casino and Barley�s Casino & Brewing Company.
Each of the casinos caters primarily to local Las Vegas area residents. The company markets the six Station casinos (including Green Valley
Ranch Station) together under the Station Casinos� brand and the two Fiesta casinos under the Fiesta brand, offering convenience and choices to
residents throughout the Las Vegas valley with strategically located properties. In addition, Station Casinos manages Thunder Valley Casino in
Sacramento, CA on behalf of the United Auburn Indian Community. Palace Station is located on apx. 38 acres at the intersection of Sahara
Avenue and Interstate 15, one of Las Vegas� most heavily traveled areas. Palace Station features a turn-of-the-20th-century railroad station theme
with non-gaming amenities including seven full-service restaurants, several fast-food outlets, a 250-seat entertainment lounge, four additional
bars, two swimming pools, an approximately 20,000-square foot banquet and convention center, a 24-hour gift shop and a non-gaming video
arcade. Boulder Station is located on apx. 46 acres on Boulder Highway and adjacent to the Interstate 515 interchange. Boulder Station features
a turn-of-the-20th-century railroad station theme with non-gaming amenities including five full-service restaurants, several fast-food outlets, a
750-seat entertainment lounge, seven additional bars, an 11-screen movie theater complex, a child-care facility, a swimming pool, a non-gaming
video arcade and a gift shop. The company�s growth strategy includes the master-planned expansion of its existing gaming facilities in Nevada
and the development of gaming facilities on certain real estate owned in the Las Vegas valley. In addition, the company intends to evaluate and
pursue additional acquisition or development opportunities in Nevada or other gaming markets and pursue additional management agreements
with Native American tribes.
Source: Company Description � Compustat
Classification:
NA
Solicitor:
D.F. King & Co.
Shareholder Proposal Deadline:
12/15/2004
Fiscal Year End:
12/31/2004
Market Capitalization:
$3.6B
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  Source: FAME North American Pricing [NAP]
The graphs above depict total shareholder return and compounded annual growth rate at specific points in time over the past five years based on
average monthly stock prices. The graphs should be read from left (present time) to right (60 months before present time). The graphs allow the
user to determine either the company�s total shareholder return or compounded annual growth rate to date based on an investment made at a
specific point in time over the last five years. Assumes payment, but not reinvestment, of dividends.

Meeting Agenda

Recommendations

Management - White Proxy Card
Proposals Management PROXY Governance

MGT 1 Elect Nominees FOR FOR Analysis
1.1 Frank J. Fertitta III FOR FOR
1.2 Lee S. Isgur FOR FOR

MGT 2 Approve the 2005 Stock Compensation Program FOR FOR Analysis
MGT 3 Ratify Appointment of Auditors Ernst & Young FOR FOR Analysis
SH 4 Eliminate Supermajority Vote - Bylaw Provision AGAINST AGAINST Analysis
SH 5 Eliminate Classified Board AGAINST AGAINST Analysis
SH 6 Allow Shareholder Approval of Poison Pill AGAINST AGAINST Analysis

MGT = Management, SH=Shareholder, SHB =Shareholder� binding proposal

Recommendations

Dissident - Blue Proxy Card
Proposals Management PROXY Governance

MGT 1 Elect Nominees FOR NONE Analysis
1.1 Frank J. Fertitta III FOR NONE
1.2 Lee S. Isgur FOR NONE

MGT 2 Approve the 2005 Stock Compensation Program FOR NONE Analysis
MGT 3 Ratify Appointment of Auditors Ernst & Young FOR NONE Analysis
SH 4 Eliminate Supermajority Vote - Bylaw Provision AGAINST NONE Analysis
SH 5 Eliminate Classified Board AGAINST NONE Analysis
SH 6 Allow Shareholder Approval of Poison Pill AGAINST NONE Analysis

MGT = Management, SH=Shareholder, SHB =Shareholder� binding proposal
PROXY Governance recommends that shareholders vote management�s WHITE proxy card. We do not recommend that shareholders vote the
dissident�s BLUE proxy card.
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Proposal Analysis
Comparative Performance Analysis

The Composite Performance Summary contains calculations and graphs that reflect a company�s historical performance and that of its industry
peers (defined below) against the S&P 1500 index. The performance is measured over a five-year period, if available, with emphasis on more
recent years. Specifically, the most recent year is weighted at 30%, followed by 25%, 20%, 15% and 10% for the prior years. Performance is
measured using four criteria:

� Quarterly shareholder returns (weighted at 50%)
� Cash flow from operations/equity (weighted at 25%)
� Return on equity (weighted at 12.5%)
� Revenues/expenses (weighted at 12.5%)

A composite measure is calculated using these performance criteria and weightings. This is represented in the graph entitled Relative
Performance. The change in these relative percentile rankings from year to year is measured as a performance �trend� reflecting whether a
company is improving or declining in relation to its peers. This is shown in the Performance Trend graph below.

The Performance Summary section provides a quarter-by-quarter break down of each of the four metrics and is displayed in three graphs. The
first graph shows the quarterly values of a metric for the company, the peer median, and the S&P 1500 median. The second graph shows the
difference between the company�s percentile ranking against the S&P 1500 and the peer median�s percentile ranking against the S&P 1500. The
third graph shows the change in the company�s percentile ranking as compared to its peers for each quarter.

Comparative Performance Analysis

Peer Companies

For the Comparative Company Performance Summary, 10 peer companies are selected from the narrowest industry group using the Global
Industry Classification Standard (GICS), as developed by Standard & Poor�s (S&P) and Morgan Stanley Capital International (MSCI) (defined as
the �sub-industry�). If there are more than 10 companies, the closest based on market capitalization are selected; if there are fewer than 10, we
include those companies as well as the next closest companies by market capitalization from the more broad industry group to bring the total
peer companies to 10. In some instances, peer companies will be foreign based, but with ADRs listed on the U.S. markets which permits a
comparison of performance results without any need to adjust for currency fluctuations. We provide an opportunity for corporations to review
the peer group of companies prior to the filing of a proxy statement; adjustments to the peer group may be made assuming we agree with the
reasons for the modification.

At present, the companies included in the peer group are evenly weighted. However, over time, PROXY Governance intends to use a
continuously refined weighting system that would take into account a company�s varied business activities versus those of its peer companies.

Peer Companies

AZTAR CORP BOYD GAMING CORP CAESARS ENTERTAINMENT
INC

HARRAHS ENTERTAINMENT
INC
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LAS VEGAS SANDS CORP MANDALAY RESORT GROUP MGM MIRAGE WYNN RESORTS LTD
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Comparative Performance Analysis

Composite Performance Summary

Composite Performance:
Relative: Company at the 81st percentile vs. peers at the 72nd percentile relative to the S&P 1500
Trend: Improving relative to peers at an average of 2 percentile points per year

Shareholder Returns:
� Relative: Company at the 80th percentile vs. peers at the 78th percentile relative to the S&P 1500
� Trend: Declining relative to peers at an average of 1 percentile point per year

Cash Flow from Operation/Equity:
� Relative: Company at the 93rd percentile vs. peers at the 68th percentile relative to the S&P 1500
� Trend: Improving relative to peers at an average of 8 percentile points per year

Return on Equity:
� Relative: Company at the 60th percentile vs. peers at the 57th percentile relative to the S&P 1500
� Trend: Performing at same rate as peers

Revenue/Expenses:
� Relative: Company at the 83rd percentile vs. peers at the 73rd percentile relative to the S&P 1500
� Trend: Improving relative to peers at an average of 3 percentile points per year

*Based on five-year data when available
Comparative Performance Analysis

Performance Summary

* Five-year performance data not available on the following peer companies: LAS VEGAS SANDS CORP (stock began trading in Quarter 4 of
2004), WYNN RESORTS LTD (stock began trading in Quarter 4 of 2002).
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Source: Stock Price � North American Pricing [NAP]
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Source: Cash Flow/Equity � Compustat

Source: ROE � Compustat
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Source: Revenues/Expenses � Compustat
Governance Analysis

Governance Analysis

State Law/Charter/Bylaw Provisions

State Law Statutory Provisions
State of incorporation Nevada
Business combination x
Control share acquistion x
Fair price provision x
Constituency provision x
Poision pill endorsement x

Charter/Bylaws Provisions
Classified board x
Cumulative voting x
Dual class/unequal voting rights x
Blank check preferred stock x
Poison pill x
Directors may be removed only for cause x
Only directors may fill board vacancies x
Only directors can change board size x
Supermajority vote to remove directors x
Prohibit shareholders to call special meetings x
Prohibit action by written consent x
Fair price provision x
Supermajority vote for mergers/business transactions x
Supermajority to amend charter/bylaw provisions x
Constituency provision x
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Governance Analysis

Vote Results of Last Annual Meeting

Proposals % FOR Votes1 For Votes Against Votes Abstentions
Broker

Non-Votes

MGT Elect directors2 67.7% - 89.3%
MGT Approve Executive Incentive Plan 92.2% 46,957,124 3,970,055 3,419,530 0
MGT Ratify Appointment of Auditors - Ernst

& Young 98.8% 53,698,169 639,072 9,468 0

1 As a % of votes cast for and against; may not reflect passage of proposal.    2 Low � High director votes.
Note: See the Biard Profile for individual director votes.

Governance Analysis

Director Compensation

Board Member Compensation

Annual Fees Initial Fees

Cash

Stock Awards /
Units

($)

Stock
Options

($ / # shares)

Minimum
Portion

Paid In Stock
Board Meeting

Fee
# Board
Meetings

Stock Awards /
Units

($)

Stock
Options

($ / # shares)

$ 50,000 �  � / �  �  $ 1,500 12 �  � / �  
Committee Compensation

Audit Compensation Nominating

#
Meetings Member Chair

#
Meetings Member Chair

#
Meetings Member Chair

Fee Retainer Fee Retainer Fee Retainer Fee Retainer Fee Retainer Fee Retainer

9 $ 1,500 �  $ 2,500 �  17 $ 1,500 �  $ 2,500 �  17 $ 1,500 �  $ 2,500 �  
Governance Analysis

Executive Compensation

PROXY Governance evaluates a company�s executive compensation over the last three years, as available, and compares that to the median
compensation paid by its peers over the same time frame. For our compensation model, generally 20 peer companies are selected based on
similarity of market capitalization and broad economic sector using the GICS. Only U.S. and certain U.S. reporting companies that are
incorporated offshore are included in this peer group.

The graph that follows shows:

� The average three-year CEO compensation paid by the company expressed as a percentage from median peer compensation.
� The average three-year compensation paid to the company�s other named executives (excluding the CEO) as a percentage from

median peer compensation.
Domestic Peer Companies

AMERISTAR CASINOS INC ARGOSY GAMING CO AZTAR CORP BOYD GAMING CORP
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CAESARS ENTERTAINMENT
INC

HARRAHS ENTERTAINMENT
INC

LAS VEGAS SANDS CORP MANDALAY RESORT GROUP

MGM MIRAGE PENN NATIONAL GAMING INC WYNN RESORTS LTD
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Executive Compensation

Salary Bonus

Other
Annual
Comp.

Restricted
Stock

Stock
Options1 LTIP All Other 1-yr Pay2 Avg. Pay2

Frank J. Fertitta III
Chairman of the Board
and CEO $ 1,541,154 $ 3,150,000 $ 87,882 $ 14,280,000 $ 0 $ 0 $ 230,228 $ 9,290,589 $ 8,666,462
Glenn C. Christenson
EVP, CFO, Chief
Administrative
Officer, and Treasurer $ 715,192 $ 730,000 $ 0 $ 4,760,000 $ 0 $ 0 $ 22,509 $ 2,882,715 $ 1,830,207
Lorenzo J. Fertitta
Vice Chairman of the
Board and President $ 1,126,731 $ 1,725,000 $ 333,333 $ 14,280,000 $ 0 $ 0 $ 56,217 $ 7,273,788 $ 4,167,098
Scott M. Nielson
EVP and Chief
Development Officer $ 612,308 $ 625,000 $ 0 $ 4,760,000 $ 0 $ 0 $ 59,662 $ 2,486,970 $ 2,486,970
Stephen L. Cavallaro
Former EVP and COO $ 975,384 $ 900,000 $ 0 $ 0 $ 0 $ 0 $ 52,900 $ 2,187,253 $ 1,654,685
William W. Warner
EVP and COO $ 668,269 $ 700,000 $ 0 $ 9,520,000 $ 0 $ 0 $ 60,815 $ 4,185,186 $ 2,227,830

1 Options valued using binomial formula.
2 Restricted stock is annualized over the year of the award and following three years; LTIP is annualized over the year of the award and
previous two years. Average pay is based on three-years of pay data, when available.

Source: Executive Pay: Data provided by Aon Consulting�s eComp Database
As disclosed for fiscal year end 2004.
Governance Analysis

Board Profile

Name Nominee
Term
Ends

Not
Ind. Position Audit Comp. Nom. Age Tenure

Other
Board
Seats

<75%
Att.

No
stock

Prev.
yr.

withhold
votes

Frank J. Fertitta III x 2008 x Chair, CEO x x x 43 19 �  x x �  

Lorenzo J. Fertitta x 2007 x
President,
Vice Chair x x x 36 14 �  x x 31.2 %

Lee S. Isgur x 2008 x x
Financial

Expert x x 67 2 1 x x �  
Lowell H.
Lebermann Jr. x 2006 x x x Chair Chair 65 12 �  x x �  
Robert E. Lewis x 2006 x x x x x 59 1 �  x x �  
James E. Nave x 2007 x x Chair x x 60 4 1 x x 10.7 %
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Independence

Board 66.7%
Audit 100.0%
Compensation 100.0%
Nominating/Governance 100.0%

Governance Analysis

Auditor Profile

Peer group includes companies listed under Executive Compensation.

Ernst & Young has served as the company�s independent auditors since 2003.

Audit Fees

Audit fees
Audit Related

fees Tax fees Other fees Total fees paid

STATION CASINOS INC $ 1,056,560 $ 37,430 $ 67,740 $ 0 $ 1,161,730
As disclosed for fiscal year end 2004.

On Sept. 29, 2003, the company dismissed Deloitte & Touche LLP as its accountants and appointed Ernst & Young LLP.

Governance Analysis

Stock Ownership/Voting Structure

Type of stock Outstanding shares Vote(s) per share

Common 67,737,543 1

Director & Officer Ownership

18.1%

Significant Shareholders

FMR Corp. 6.5%
Morgan Stanley 5.9%
Blake L. Sartini and Delise F. Sartini 5.7%
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Proposal Analysis

Management

1  Elect Nominees

PROXY Governance Vote Recommendation: FOR

Proposal:

To elect the following two directors for terms expiring in 2008:  Frank J. Fertitta III and Lee S. Isgur.  The company has a staggered board.

Analysis:

The company�s six-member board includes four independent directors (based on NYSE listing standards) and two employee directors (Chairman
and CEO F. Fertitta and Vice Chairman and President Lorenzo J. Fertitta).   F. Fertitta and L. Fertitta are brothers.  Blake L. Sartini resigned
from the board on Dec. 1, 2004 to devote his full time to other business interests.

The non-management directors hold executive sessions at least four times per year.  The presiding director rotates between the chairpersons of
the Audit Committee and the Governance and Compensation Committee.

We note that at the 2004 annual meeting, directors L. Fertitta and James E. Nave received a relatively high number of withhold votes (31.2% and
10.7%, respectively).  According to the company, the withhold votes were the result of a temporary vacancy on the board that resulted in 50% of
the board being independent.  Many institutions withhold votes for directors as a matter of policy in that circumstance.  The board is now 67%
independent.

PROXY Governance believes that the NYSE�s standard of independence is satisfactory and does not support the use of an additional overlay of
independence standards, which may vary among advisory services, institutional investors, and commentators.  PROXY Governance believes that
if the Self-Regulatory Organizations� (SROs) standards are perceived to be inappropriate, interested parties should reopen the debate with the
SROs or the SEC to have those standards adjusted.

Unless there is evidence of a breakdown in board monitoring or effectiveness�such as poor corporate performance relative to peers, excessive
executive compensation, noncompliance with SEC rules or SRO listing standards, a lack of responsiveness to legitimate shareholder concerns,
or various other factors�we presume that the board is properly discharging its oversight role and that it is adequately policing itself in terms of
board organization, composition and functioning.

According to PROXY Governance�s performance analysis, the company has had five-year financial performance exceeding its peers, with
Station Casinos ranked at the 81st percentile against the S&P 1500 compared to peers at the 72nd percentile.  Cash flow from operations and
revenue/expenses have been particularly strong, and have been improving on average relative to peers over the past five years.  The company�s
shareholder returns rank at the 80th percentile against the S&P 1500, versus peers at the 78th percentile.

The three-year average pay to the CEO and other named executives is 49% and 44%, respectively, above the median level for peer companies.  
According to the Governance and Compensation Committee�s report, executive salaries and cash bonuses are based on the high end of the range
of salaries paid by peer companies in the gaming industry.  Although Station Casinos� Compensation Committee uses an outside compensation
consultant, it does not disclose what percentile within peer group pay is targeted�a practice that many companies have adopted which PROXY
Governance supports.  Management did point out to PROXY Governance that, unlike other gaming companies, Station Casinos� executives have
been willing to reduce compensation in difficult times, such as after 9/11.  The Compensation Committee report states that bonuses are based on
cash flow and earnings per share goals.  We would prefer better disclosure on what quantitative targets were attained for receiving past
payments, which is often the only way shareholders can assess the rigor of the goals, since most issuers will not typically disclose future targets
for competitive reasons.

Restricted share awards constitute the largest component of pay, particularly for Chairman/CEO F. Fertitta and Vice Chairman L. Fertitta, where
last year�s grant was valued at over $14 million.  None of the executives received options, stock appreciation rights (SARs), or other long-term
incentive awards in 2004 or in the previous two years.  Nevertheless, we believe the size of the awards to F. Fertitta and L. Fertitta are high in
view of the pay differentials among executives (F. Fertitta�s average three-year pay is over twice that of the next highest executive and over
three-and-a-half times that of other named executives) and considering their sizable stake in the company already (15.8%).  We note, too, that as
of Dec. 31, 2004, F. Fertitta and L. Fertitta had $55.5 million and $39.5 million of in-the-money unexercised options, respectively.  While we
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commend the company for switching from options to smaller grants of restricted shares�which now carry lengthy ten-year vesting periods�we
would expect the company to use equity awards judiciously going forward.

We note that executives have change-in-control protections under which they will receive payments equal to three times 160% of base salary if
terminated following a change in control.  F. Fertitta will receive a payment equal to four times 220% of his base salary if terminated without
cause or for good reason following a change in control, and L. Fertitta will receive payments equal to three times 190% of his base salary if
terminated without cause following a change in control.  The company stresses that these formulations amount to less than using a salary and
highest bonus multiple.  While the multiple for F. Fertitta may be industry competitive, we do not believe the loss of tax deductibility makes it
cost effective to shareholders.

Overall, we consider Station Casinos� executive compensation to be acceptable in comparison to peers in view of the company�s superior
performance.

Proxy contest

UNITE HERE, an affiliate of the Culinary Workers Local Union 226, is conducting a counter-solicitation (BLUE proxy card) of
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three non-binding shareholder proposals asking the company to repeal several of its anti-takeover defenses (poison pill, classified board, and
supermajority vote requirement).  The dissidents make no vote recommendations on management�s proposals.

The dissidents contend that despite Station Casinos� unquestionably strong performance, the company�s takeover devices restrict shareholder
rights and can serve to entrench management.  This is of particular concern to them given the recent heightened M&A activity in the gaming
industry.  In 2004 alone, over $22 billion in gaming deals were announced, including recent deals at MGM Mirage/Mandalay Resort Group,
Harrah�s Entertainment Inc./Caesars Entertainment Inc., and Penn National Gaming/Argosy Gaming Co., along with last year�s $1.4 billion
acquisition of Coast Casinos, Inc. by Station Casinos competitor Boyd Gaming Corp., which created the largest locals casino operator in Las
Vegas.  The dissidents contend that the company�s high family and insider ownership (18.1%) have created a perception in the marketplace that
the company is not a likely sale candidate.    This is exacerbated by the company�s myriad anti-takeover mechanisms, including numerous
protections under Nevada law (see chart in Section 2), which may deter or dissuade management from entertaining potential offers.  In the
union�s view, removing some of these defenses would signal the marketplace that the company is at least open to M&A activity.  Although the
dissidents are not advocating a sale per se, they believe the company could improve its business model with a more diversified geographic reach
(85% of cash flow is derived from Nevada), as occurred when Caesar�s was integrated into Harrah�s national marketing program.

The union disputes any claims that its efforts are a veiled organizing tactic, noting its track record on governance advocacy.  For example,
UNITE HERE did a counter-solicitation at Station Casinos two years ago against a dilutive stock option plan, which has since been replaced
with a restricted stock award program.  And the union has similarly raised governance issues at Harrah�s and at companies in the hotel sector,
both of which are sizable union employers.

Management position

Management insists that the UNITE HERE initiatives would effectively weaken integral parts of the company�s corporate governance system,
which are designed to enable the board to adequately evaluate and negotiate an acquisition proposal.  Virtually all of the defenses were put into
place at the time of the IPO in 1993, except the poison pill, which was adopted in 1997.  Management points out that many other public
companies, including gaming firms, have similar provisions in place in addition to statutory protections, which in Nevada have not been well
tested.  Although management concedes that the pill and classified board are the most critical protections, it considers the company vulnerable to
acquirers because its non-cash generating real estate and long-term pipeline of projects may not be reflected in the stock price since most
analysts value gaming companies at a multiple of cash flows.

In management�s view, the real motive behind the union proposals is a �thinly disguised pressure tactic� to promote its own organizing agenda,
particularly in view of UNITE HERE�s low ownership level in the company (262 shares, though AFL-CIO-affiliated funds own 2,000 shares). 
Station Casinos is one of the largest gaming companies in the world and it has never had union representation in its 25 years of operation�an
anomaly in what is effectively a union town (Las Vegas).  Management observes that despite having similar governance structures, the union
isn�t targeting unionized gaming firms. Management also disputes the union having done any previous solicitation at Station Casinos regarding
the stock compensation program.  According to the company, a UNITE HERE representative made a statement at the annual meeting two years
ago, but the plan was overwhelmingly approved by shareholders.  The company maintains that its decision to switch from options to restricted
shares had nothing to do with any union efforts.

Management stresses that none of the union proposals will have an impact Station Casinos� financial success.  The company posted record results
in the first quarter of 2005 over the same period in 2004, including a 14% increase in revenue, a 28% increase in earnings before interest, taxes,
depreciation, and amortization (EBITDA) and a 37% increase in diluted earnings per share (EPS)--the 13th consecutive quarter of year-over-year
EBITDA and EPS growth.   Growth projections for the next two years (and Station Casinos is one of the few gaming companies that gives
guidance this far forward) include EBITDA in the range of $425-$440 million for 2005 and $510-$530 million for 2006, or a compound annual
growth rate (CAGR) of 20%-22%.  EPS growth estimates are $2.22-$2.35 in 2005 and $2.53-$2.71 for 2006, or a CAGR of 26%-29%.  [We
note that average analyst estimates for EPS are $2.50 for 2005 and $2.85 for 2006.]  The stock, which has  been up 50% in the past year, has
been the leading performer in the casino industry in the past ten years and the second leading performer in the past five years.

Analysis

PROXY Governance addresses its approach to each of the dissidents� proposals separately below.  Overall, however, we believe the dissidents
have not presented compelling reasons why their selected governance reforms are needed at Station Casinos at this time.  While we consider it
an appropriate use of the proxy resolution process to put these issues forward to assess shareholder sentiment on them�the dissidents� stated
purpose�we fail to see that these particular initiatives, if adopted by management, would have any direct impact on shareholder value.

Although there has been increased M&A activity in the gaming sector, there is no indication that Station Casinos has been the subject of any
unsolicited approaches, nor does it appear vulnerable to such in terms of being undervalued (the current price of $65.11 is close to the company�s
52-week high of $71.22) or poorly managed, which, in any case, might confirm the need for maintaining protections rather than removing them. 
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The dissidents contend that the mere presence of these defenses, along with the significant family/insider ownership, serve as a deterrent to
potential bidders.  We believe the
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greater deterrent is the size of the company ($4.3 billion market cap, the 8th largest of publicly traded gaming firms) and the recent gaming
consolidations that will likely focus competitors� attention on integrating their current acquisitions.

PROXY Governance believes that the company�s superior financial performance and sound business strategy argue against the need for the
dissidents� proposed governance reforms.  There is no evidence of board or management entrenchment or egregious practices, such as excessive
executive compensation or rejection of favorable buyout offers, that would suggest these initiatives are imperative.  Moreover, the sizable
ownership stake of the directors and officers should motivate them to seriously evaluate value-enhancing transactions.  We do, however,
acknowledge longstanding shareholder concerns regarding certain types of anti-takeover mechanisms and their potential for abuse, and would
advise Station Casinos to seriously evaluate its protections in conjunction with the shareholder vote on these issues.

We recommend that shareholders vote management�s WHITE proxy card in the manner set out below.

Rationale/Conclusion:

PROXY Governance believes the board is properly discharging its oversight role and adequately policing itself.

[back to top]

Management

2  Approve the 2005 Stock Compensation Program

PROXY Governance Vote Recommendation: FOR

Proposal:

Approve 2005 Stock Compensation Plan, which reserves 3 new million shares.

Management View:

The 2005 plan will replace the 1999 Stock Compensation Program (which includes the 1999 Compensatory Stock Option Plan and the 1999
Share Plan), Incentive Stock Option Plan, the Compensatory Stock Option Plan, the Restricted Share Plan, and the Non-employee Director
Stock Option Plan.  The board believes the 2005 plan is integral to Station Casinos� compensation strategies and programs for directors,
employees and independent contractors, and will provide the company with the flexibility to effectively recruit, motivate and retain the caliber of
employees and directors essential for the firm�s success through stock ownership in the company.

Analysis:

The 2005 plan provides for grants of incentive and non-qualified stock options, stock appreciation rights (SARs), restricted stock, restricted
stock units and other stock awards to employees, directors and independent contractors. Currently, there are 10,800 employees and four outside
directors that are eligible to participate.  Although authorized, Station Casinos does not presently plan to issue awards to independent
contractors.  We note that under the prior plans, executives have not been receiving stock options, SARs, or long-term incentive awards in the
past three years, but only restricted shares.  The restricted shares granted in 2004 vest over ten years, which is an unusually long vesting period
that helps promote long-term stock ownership.

The maximum number of shares available for issuance under the plan will consist of 3 million new shares and 868,064 shares still available
under prior plans (as of Feb. 28, 2005).  The shares reserved under the plan represent 5.7% of the total shares outstanding. Shares reserved for
the plan and shares reserved for granted but unexercised awards represent 9.9% of fully diluted shares outstanding.  To control dilution going
forward, each full value award will count against the plan reserve as 1.9 shares.   In any year, no participant may receive awards that are not
subject to performance goals covering more than 500,000 shares.  All options and SARs must be priced at fair market value and expire in ten
years or less.  The plan will terminate in ten years.

Shareholders must vote on equity plans by regulation, but the plans themselves and their features should not be the sole focus.  PROXY
Governance believes the emphasis should be on overall compensation costs for a company as a whole, company performance, and specifically,
in terms of possible self-dealing, executive compensation.  Where pay is unreasonable, the Compensation Committee should be held responsible,
and we would recommend withhold votes accordingly.
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According to PROXY Governance�s analysis, the company�s overall performance exceeds peers on a composite basis (81st percentile for the
company versus 72nd for peers).   Shareholder returns have similarly been strong over the past five years, with the Station Casinos ranked at the
80th percentile of the S&P 1500, compared to the 78th percentile for peers.  The compensation of the CEO and named executive officers are 49%
and 44% above the median of peers, which we consider reasonable in view of the company�s performance.
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Rationale/Conclusion:

PROXY Governance supports this broad-based plan, which can promote stock ownership among a wide range of employees.  Plan dilution is
reasonable and executive compensation is similarly reasonable compared to peers and to performance.

[back to top]

Management

3  Ratify Appointment of Auditors Ernst & Young

PROXY Governance Vote Recommendation: FOR

Proposal:

The Audit Committee has selected Ernst & Young LLP as the company�s outside auditor for 2005.

Analysis:

Barring circumstances where there is an audit failure due to the auditor not following its own procedures or where the auditor is otherwise
complicit in an accounting treatment that misrepresents the financial condition of the company, PROXY Governance recommends the company�s
choice of auditor.  PROXY Governance believes that concerns about a corporation�s choice of auditor and the services performed (e.g., high
non-audit fees) should be directed through withhold votes from the members of the Audit Committee, which is responsible for retaining and
compensating the auditor.

On Sept. 29, 2003, the Company dismissed its certifying accountant, Deloitte & Touche LLP and appointed Ernst & Young.  We note that there
were no disagreements between Deloitte & Touche and the company on any matter of accounting principles or practices, financial statement
disclosure, or auditing scope or procedure.  In addition to fees billed by Ernst & Young for 2004, Deloitte & Touche billed the following fees for
services: $18,740 for audit services, $ 2,000 for audit-related services, and $2,000 for tax services.

Stockholder ratification of the independent auditors is not required under Nevada law or under the company�s articles or bylaws.  Nevertheless, if
the auditor is not ratified by shareholders, the Audit Committee will evaluate whether to select a new audit firm either in the current or
subsequent year.

Rationale/Conclusion:

We believe that, in this circumstance, the board/Audit Committees should be accorded discretion in its selection of the auditor.

[back to top]

Shareholder

4  Eliminate Supermajority Vote - Bylaw Provision

PROXY Governance Vote Recommendation: AGAINST

Proposal:

UNITE HERE asks the board to take the steps necessary to lower the 67% voting requirement for shareholders to amend the bylaws to a simple
majority.

Proponent:

UNITE HERE

Shareholder View:
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The union contends that the current supermajority requirement unduly constrains outside shareholders from affecting fundamental changes to the
bylaws and gives the significant insider owners veto power over the will of a majority of shareholders.

Management View:

Currently 67% of the outstanding shares must approve amendments, alterations or the repeal of the company�s bylaws.  The board believes this
requirement protects shareholders against self-interested actions by one or a few large shareholders by ensuring that carefully considered
corporate governance rules are not changed without the consensus of a substantial majority of shareholders.
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Analysis:

PROXY Governance reviews proposals requesting the elimination of supermajority provisions on a case-by-case basis, taking into account such
factors as the proponent�s rationale in targeting the company with the proposal, the company�s performance, the board�s effectiveness, evidence of
board entrenchment, and the ownership base, including the presence of a significant shareholder.  Supermajority provisions are not inherently
good or bad but a perception exists that they may be employed in a harmful manner by management or a significant shareholder to frustrate the
wishes of a majority of shareholders.  They can also work against management in gaining sufficient shareholder support for actions it favors.

We note that at Station Casinos� 67% supermajority provisions apply not only to bylaw amendments, but also to business combinations, director
removal by shareholders, and amendments to articles relating to the board and shareholders� ability to call special meetings or act by written
consent.  The union proposal, however, only addresses the vote requirement to amend the bylaws which, from an anti-takeover aspect, is the
more benign provision.  It is therefore unclear what benefit would accrue to shareholders from making this single change as opposed to seeking a
simple majority vote requirement on all of the actions enumerated above.  There could be particular merit to that considering that insiders own
18% of the stock, which gives them significant influence�if not near veto power--over such actions.

Rationale/Conclusion:

We do not believe the proponent has sufficiently justified the need for this particular initiative.

[back to top]

Shareholder

5  Eliminate Classified Board

PROXY Governance Vote Recommendation: AGAINST

Proposal:

UNITE HERE requests that the board take the necessary steps to declassify the board and institute annual election of directors.  This should be
done in a manner that will not affect the incumbents� unexpired terms.

Proponent:

UNITE HERE

Shareholder View:

The proponent maintains that the classified board, with each director serving a three-year term, reduces director accountability to shareholders
and is an unnecessary takeover defense.  Annual elections would give shareholders the opportunity to register their views on the performance of
the board and each director on a yearly basis.

Management View:

Management contends that the classified board provides continuity and stability which facilitate long-term planning by the board.  Three-year
staggered terms preclude sudden disruptive changes to the board composition, ensuring that a majority of board members have prior knowledge
and experience of the company.   In addition, a longer elected term may help attract new director candidates and enhance director independence
since directors do not have to continually consider an upcoming nomination for reelection.   In management�s view, the staggered board is not
intended as an entrenchment device�evidenced by the company�s strong performance�but can assist directors in negotiating a takeover situation. 
Management believes that these features of the current board structure are particularly important now as Station Casinos continues its growth
into a larger business enterprise.

Analysis:

PROXY Governance recognizes that a classified board can offer certain benefits over an annually elected board, such as promoting director
independence and maintaining a core of experienced board members, and should not be disparaged as simply another anti-takeover device.  In
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fact, the arguments against classified boards relating to their anti-takeover effect are actually dependent on the classification being coupled with
restrictions on shareholders� ability to remove directors other than for cause.  If the classified board were to stand alone without such a restriction,
there would essentially be no anti-takeover effect.  Thus, much of the motivation and rationale for declassification proposals--the anti-takeover
aspect--is misdirected at the classified board concept when it should be directed at the removal provision, particularly in states where board
classification and �removal for cause only� provisions can be decoupled.   Shareholders, however, rarely focus on this dichotomy and, even rarer,
attempt director removal, other than in the context of a proxy fight.

In Nevada, where Station Casinos is domiciled, directors may be removed by the vote of 67% of the shares outstanding.  The company�s articles
stipulate that it must be for cause only.
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As noted earlier, the company has a considerable number of anti-takeover defenses at its disposal.  In management�s view (as acknowledged to
PROXY Governance), the key provisions are the classified board and poison pill.   We would therefore suggest that the company carefully
evaluate the degree of defenses in place, particularly if the vote at this annual meeting underscores shareholder concerns about them.

That notwithstanding, we do not believe the proponent has demonstrated compelling reasons for declassifying the Station Casinos board. 
Company performance has been excellent, and there is no evidence of board entrenchment (such as excessive executive compensation or
rejection of takeover offers) or lack of responsiveness to shareholders.  We therefore do not believe that board declassification is necessary at
this time.

Rationale/Conclusion:

We do not believe the classified board has been detrimental to shareholders and may, in fact, provide benefits such as promoting director
independence and stability.  We therefore, do not support this resolution.

[back to top]

Shareholder

6  Allow Shareholder Approval of Poison Pill

PROXY Governance Vote Recommendation: AGAINST

Proposal:

UNITE HERE asks the board to submit the company�s shareholder rights plan to a shareholder vote or redeem it, and to seek shareholder
approval before extending the current poison pill or adopting another one.

Proponent:

UNITE HERE

Shareholder View:

The sponsors do not believe the possibility of an unsolicited bid justifies the board�s unilateral implementation of a poison pill, which can give a
target company�s board absolute veto power over any proposed business combination, even if shareholders favor it.

Management View:

Management considers the poison pill one of the most effective tools for protecting shareholders against takeover abuses by giving the board
bargaining power and practical leverage to ensure a fair price and fair treatment of all shareholders.  Although a number of governance
advocates believe pills can entrench boards by allowing them to apply a �just say no� defense contrary to the wishes of a majority of shareholders,
management believes the adoption of a rights plan is consistent with directors� fiduciary duties to maximize value for all shareholders.   In view
of this, management does not believe it is necessary to submit the pill to a shareholder vote nor would it be in shareholders� interests to redeem it.

Analysis:

Although PROXY Governance can appreciate shareholder concerns about potential pill abuses, we view these initiatives and corporate actions
on them as largely unproductive.  Companies typically have �shadow pills� that can be rolled out at any time if the company were threatened by a
hostile acquirer.  Thus, requests to redeem current pills or put them to a shareholder vote are essentially meaningless since a board can always
adopt another pill.  As for future pills, no board is likely to commit a future board to never, whatever the circumstances, putting a pill into
place.    In fact, consistent with statutory law, the board would be ill-advised to obligate itself to obtaining a shareholder vote upon adopting a
pill if that process would compromise the board�s exercise of its good faith business judgment in evaluating and responding to certain
extraordinary corporate events.

PROXY Governance believes there are valid reasons to have a rights plan, including empirical evidence that pills can yield higher takeover
premiums in the hands of an independent board.  We are therefore not inclined to oppose a pill unless the rights plan contains egregious features
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or the company has abused its pill or other takeover protections in the past.  We would be more inclined to support such a proposal in cases
where the company has had poor performance and there are indications of board entrenchment or rejections of promising takeover offers.  In this
case, we note that the pill, which was adopted in 1997, has a reasonable (15%) flip-in and no apparently egregious features.  The company�s
five-year composite performance has exceeded peers, and shareholder returns, in particular, have been strong.  There is no apparent sign of
board entrenchment.  We therefore, do not believe this resolution is necessary at this time.

Rationale/Conclusion:

In view of the company�s excellent performance and the absence of any indications of board entrenchment or abuse of takeover defenses, we do
not believe the proposal is warranted.

[back to top]
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