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PROSPECTUS

PENN NATIONAL GAMING, INC.
12,500 SHARES OF SERIES B REDEEMABLE PREFERRED STOCK
27,778,000 SHARES OF COMMON STOCK

This prospectus relates to 12,500 shares of the Series B Redeemable Preferred Stock, par value $0.01 per share (the "Series B") of Penn
National Gaming, Inc. (the "Company"), and 27,778,000 shares of common stock, par value $0.01 per share (the "Common Stock") of the
Company, which may be issued upon redemption of the Series B and are being registered pursuant to the Investor Rights Agreement, dated as of
July 3, 2008, by and among the Company, FIF V PFD LLC, Centerbridge Capital Partners, L.P., Deutsche Bank Investment Partners, Inc. and
Wachovia Investment Holdings, LLC (the "Investor Rights Agreement"). The selling shareholders identified in this prospectus purchased the
Series B shares pursuant to a Stock Purchase Agreement, dated as of July 3, 2008, by and among the parties to the Investor Rights Agreement
(the "Purchase Agreement").

The selling shareholders identified in this prospectus, or their permitted pledgees, donees, transferees or other successors, may from time to
time sell up to an aggregate of 12,500 shares of the Series B and up to an aggregate of 27,778,000 shares of Common Stock issued by the
Company upon redemption of the Series B. The selling shareholders may offer and sell the Series B shares and the Common Stock shares in
public or private transactions, or both.

The selling shareholders may sell Series B shares and Common Stock through underwriters, broker-dealers or agents, who may receive
compensation in the form of discounts, concessions or commissions from the selling shareholders, the purchasers of the Series B shares or the
Common Stock shares, or both. The prices at which the selling stockholders may sell Series B shares and shares of Common Stock will be
determined by the prevailing market price for our Common Stock or through privately negotiated transactions. See "Plan of Distribution" for a
more complete description of the ways in which the shares may be sold. We will not receive any of the proceeds from the sale of the shares by
the selling shareholders.

Our Common Stock trades on The NASDAQ Global Select Market under the symbol "PENN." The Series B shares are not publicly traded.

The securities offered hereby involve a high degree of risk, including risk of loss of investment. You should consider carefully the
risks described under ''Risk Factors'' beginning on page 4 of this prospectus.

These securities have not been approved or disapproved by the U.S. Securities and Exchange Commission (the '"'SEC") or any state
securities commission, nor has the SEC or any state securities commission passed upon the accuracy or adequacy of this prospectus.
Any representation to the contrary is a criminal offense.

The date of this prospectus is December 30, 2008.
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No dealer, salesperson or other person is authorized to give any information or to represent anything not contained in this
prospectus or any prospectus supplement. You must not rely on any unauthorized information or representations. This prospectus is an
offer to sell only the securities offered hereby, but only under circumstances and in jurisdictions where it is lawful to do so. The
information contained in this prospectus or any applicable prospectus supplement is current only as of its date, and the information
contained in any document incorporated by reference in this prospectus is accurate only as of the date of the document incorporated by
reference, regardless of the time of delivery of this prospectus or any prospectus supplement or any sale of a security.




Edgar Filing: PENN NATIONAL GAMING INC - Form S-3ASR

Table of Contents

IMPORTANT FACTORS REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Actual
results may vary materially from expectations. Although Penn National Gaming, Inc. and its subsidiaries believe that our expectations are based
on reasonable assumptions within the bounds of our knowledge of our business and operations, there can be no assurance that actual results will
not differ materially from our expectations. Meaningful factors which could cause actual results to differ from expectations include, but are not
limited to, risks related to the following: our ability to maintain regulatory approvals for our existing businesses and to receive regulatory
approvals for our new businesses; the impact of market conditions or applicable legal restrictions on the Company's intention to repurchase
shares of its common stock; the passage of state, federal or local legislation that would expand, restrict, further tax, prevent or negatively impact
(such as a smoking ban at any of our facilities) operations in the jurisdictions in which we do business; the activities of our competitors and the
emergence of new competitors; increases in the effective rate of taxation at any of our properties or at the corporate level; delays or changes to,
or cancellations of, planned capital projects at our gaming and pari-mutuel facilities or an inability to achieve the expected returns from such
projects; the existence of attractive acquisition candidates and development opportunities, the costs and risks involved in the pursuit of those
acquisitions and development opportunities and our ability to integrate those acquisitions; the maintenance of agreements with our horsemen,
pari-mutuel clerks and other organized labor groups; the effects of local and national economic, credit and capital market and energy conditions
on the economy in general, and on the gaming and lodging industries in particular; construction factors, including delays and increased cost of
labor and materials; the outcome of legal proceedings instituted against the Company in connection with the termination of the previously
announced acquisition of the Company by certain affiliates of Fortress Investment Group LLC ("Fortress") and Centerbridge Partners, L.P.
("Centerbridge"); changes in accounting standards; third-party relations and approvals; our dependence on key personnel; the impact of terrorism
and other international hostilities; the availability and cost of financing; and other factors as discussed in the Company's Annual Report on
Form 10-K for the year ended December 31, 2007, subsequent Quarterly Reports on Form 10-Q and Current Reports on Form 8-K as filed with
the SEC. The Company does not intend to update publicly any forward-looking statements except as required by law.
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THE COMPANY

This summary highlights information contained elsewhere and incorporated by reference in this prospectus. This summary does not contain
all of the information you should consider before investing in our securities. You should read this entire prospectus carefully, including the
description under the heading "Risk Factors" and our consolidated financial statements and the related notes and the other documents that we
have filed with the SEC and incorporated by reference in this prospectus. As used herein, "fiscal" years refer to years ended December 31. In

addition, unless otherwise indicated, "Penn National," "Company," "we," "us," "our," and similar terms refer to Penn National Gaming, Inc.
and its subsidiaries.

Our Operations

We are a leading, diversified, multi-jurisdictional owner and operator of gaming and pari-mutuel properties. We currently own or operate
nineteen facilities in fifteen jurisdictions, including Colorado, Florida, Illinois, Indiana, Iowa, Louisiana, Maine, Mississippi, Missouri, New
Jersey, New Mexico, Ohio, Pennsylvania, West Virginia, and Ontario. We believe that our portfolio of assets provides us with a diversified cash
flow from operations.

We have made significant acquisitions in the past, and expect to continue to pursue additional acquisition and development opportunities in
the future. In 1997, we began our transition from a pari-mutuel company to a diversified gaming company with the acquisition of the Charles
Town property and the introduction of video lottery terminals in West Virginia. Since 1997, we have continued to expand our gaming operations
through strategic acquisitions, including the acquisitions of Hollywood Casino Corporation in March 2003, Argosy Gaming Company in
October 2005, Black Gold Casino at Zia Park in April 2007, and Sanford-Orlando Kennel Club in October 2007.

The vast majority of our revenue is gaming revenue, derived primarily from gaming on slot machines and, to a lesser extent, table games.
Other revenues are derived from our management service fee from Casino Rama, our hotel, dining, retail, admissions, program sales,
concessions and certain other ancillary activities, and our racing operations. Our racing revenue includes our share of pari-mutuel wagering on
live races after payment of amounts returned as winning wagers, our share of wagering from import and export simulcasting, and our share of
wagering from our off-track wagering facilities ("OTWs").

We intend to continue to expand our gaming operations through the development of new properties, the implementation of a disciplined
capital expenditure program at our existing properties and the continued pursuit of strategic acquisitions of gaming properties, particularly in
attractive markets.

Key performance indicators related to gaming revenue are slot handle (volume indicator), table game drop (volume indicator) and "win" or
"hold" percentages. As of September 30, 2008, our typical property slot win percentage is in the range of 6% to 10% of slot handle, and our
typical table game win percentage is in the range of 15% to 25% of table game drop.

Our properties generate significant operating cash flow, since most of our revenue is cash-based from slot machines and pari-mutuel
wagering. Our business is capital intensive, and we rely on cash flow from our properties to generate operating cash to repay debt, fund capital
maintenance expenditures, fund new capital projects at existing properties and provide excess cash for future development and acquisitions. In
addition to cash generated from our operations, we have a revolving debt facility to provide additional liquidity.

The Investment

On June 15, 2007, we announced that we had entered into a merger agreement that, at the effective time of the transactions contemplated
thereby, would have resulted in our shareholders receiving $67.00 per share. Specifically, we, PNG Acquisition Company Inc. ("Parent") and
PNG




Edgar Filing: PENN NATIONAL GAMING INC - Form S-3ASR

Table of Contents

Merger Sub Inc., a wholly-owned subsidiary of Parent ("Merger Sub"), announced that we had entered into an Agreement and Plan of Merger,
dated as of June 15, 2007 (the "Merger Agreement"), that provided, among other things, for Merger Sub to be merged with and into us, as a
result of which we would have continued as the surviving corporation and would have become a wholly-owned subsidiary of Parent. Parent is
indirectly owned by certain funds managed by affiliates of Fortress and Centerbridge.

On July 3, 2008, we entered into an agreement with certain affiliates of Fortress and Centerbridge, terminating the Merger Agreement. In
connection with the termination of the Merger Agreement, we agreed to receive a total of $1.475 billion, consisting of a nonrefundable
$225 million cash termination fee (the "Cash Termination Fee") and a $1.25 billion, zero coupon, preferred equity investment in Series B shares.
Pursuant to the terms of the Purchase Agreement, the purchasers made a nonrefundable $475 million payment to us on July 3, 2008, in addition
to the payment of the Cash Termination Fee. Under the terms of the Purchase Agreement, the purchasers deposited the remaining preferred
equity investment purchase consideration with an escrow agent, with the funds to be released from escrow upon the issuance of the Series B. On
October 30, 2008, following the receipt of required regulatory approvals and the satisfaction of certain other conditions, we closed the sale of the
Series B shares, and received the remaining preferred equity investment purchase consideration of $775 million from the escrow agent.

Competition
Gaming Operations

The gaming industry is characterized by a high degree of competition among a large number of participants, some of which have financial
and other resources that are greater than our resources. Competitive gaming activities include traditional and Native American casinos, video
lottery terminals and other forms of legalized gaming in the U.S. and other jurisdictions, such as state-sponsored lotteries.

Legalized gaming is currently permitted in various forms throughout the U.S. and in several Canadian provinces. In addition, other
jurisdictions may legalize gaming in the near future and established gaming jurisdictions could award additional gaming licenses or permit the
expansion of existing gaming operations. New or expanded operations by other persons will increase competition for our gaming operations and
could have a material adverse impact on us.

Racing Operations

Our racing operations face significant competition for wagering dollars from other racetracks and OTWs, some of which also offer other
forms of gaming, as well as other gaming venues such as casinos and state-sponsored lotteries. Our account wagering operations compete with
other providers of such services throughout the country. We also may face competition in the future from new OTWs, new racetracks or new
providers of account wagering. From time to time, states also consider legislation to permit other forms of gaming. If additional gaming
opportunities become available near our racing operations, such gaming opportunities could have a material adverse effect on our business,
financial condition and results of operations.

Corporate Information

We were incorporated as a Pennsylvania corporation in 1982 as PNRC Corp. and adopted our current name in 1994, when we became a
public company. Our principal executive offices are located at 825 Berkshire Boulevard, Suite 200, Wyomissing, Pennsylvania 19610 and our
telephone number is (610) 373-2400. Our website is located at http.//www.pngaming.com. Information on our website is not part of this
prospectus.
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RISK FACTORS

An investment in our securities involves significant risks. Before investing in our securities, you should carefully consider the risk factors
described below and those included in our most recent Annual Report on Form 10-K and our Current Report on Form 8-K filed on October 8§,
2008, as well as risks described in cautionary notes regarding forward-looking statements included or incorporated by reference herein, together
with all of the other information included in this prospectus, any prospectus supplement and the documents we incorporate by reference.

If any of these risks were to materialize, our business, results of operations, cash flows and financial condition could be materially
adversely affected. In that case, our ability to pay dividends to our shareholders, at the discretion of our Board of Directors, or pay interest on, or
the principal of, any debt securities may be reduced, the trading price of our securities could decline and you could lose all or part of your
investment.

Shareholders May Experience Dilution from the Sale of the Common Stock Offered Hereby

As of November 1, 2008, 78,123,682 shares of Common Stock were outstanding (including 380,000 shares of restricted stock). The sale of
up to an aggregate of 27,778,000 shares of Common Stock offered by this prospectus could substantially dilute an investment in our Common
Stock.

There is No Prior Trading Market for the Preferred Stock

An investment in shares of our Series B involves significant risks because there is no public market for such Series B shares and the
Company cannot assure that any such market will develop in the foreseeable future. The Series B shares are scheduled to be redeemed by the
Company on June 30, 2015 for cash, shares of Common Stock or a combination thereof, to be determined by the Company in its sole discretion.

USE OF PROCEEDS

All shares of Common Stock and Series B offered by this prospectus are being registered for the account of the selling shareholders. We
will not receive any of the proceeds from the sale of these shares.
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DESCRIPTION OF SECURITIES TO BE REGISTERED
Common Stock

The holders of our Common Stock are entitled to one vote for each share held of record on each matter submitted to a vote of shareholders
and do not have cumulative voting rights. Holders of Common Stock are entitled to receive ratably those dividends, if any, as may be declared
from time to time by the Board of Directors, in its discretion, out of funds legally available therefor, subject to any preferential dividend rights of
outstanding preferred stock. Since our initial public offering of Common Stock in May 1994, we have not paid any cash dividends on our
Common Stock. We intend to retain all of our earnings to finance the development of our business, and thus, do not anticipate paying cash
dividends on our Common Stock for the foreseeable future. Payment of any cash dividends in the future will be at the discretion of our Board of
Directors and will depend upon, among other things, our future earnings, operations and capital requirements, our general financial condition
and general business conditions. Moreover, our existing credit facility prohibits us from authorizing, declaring or paying any dividends until our
commitments under the credit facility have been terminated and all amounts outstanding thereunder have been repaid. In addition, future
financing arrangements may prohibit the payment of dividends under certain conditions.

In the event of a liquidation, dissolution or winding up of the Company, the holders of our Common Stock are entitled to share ratably in all
assets remaining after the payment of all of our liabilities and subject to the liquidation preferences of any outstanding preferred stock. Our
Common Stock does not carry preemptive rights, is not redeemable, does not have any conversion rights, is not subject to further calls and is not
subject to any sinking fund provisions. The outstanding shares of Common Stock are, and the shares offered by the selling shareholders in this
offering will be, when issued and paid for, fully paid and nonassessable. Except in certain circumstances related to the possible anti-takeover
effect of certain charter, bylaw and other provisions, our Common Stock is not subject to discriminatory provisions based on ownership
thresholds. The rights, preferences and privileges of holders of our Common Stock are subject to, and may be adversely affected by, the rights of
the holders of shares of our Series A Preferred Stock, par value $.01 per share, if issued, the Series B and any series of preferred stock that we
may designate and issue in the future.

Series B Redeemable Preferred Stock

The Series B is generally non-voting, but possesses voting rights with respect to certain extraordinary events. The Series B is entitled to
vote with the Common Stock on an as-converted basis with respect to any change-in-control or other significant transaction if the consideration
to be paid to shareholders is less than $45 per share (which amount is subject to adjustment in certain circumstances). In addition, the approval
of holders of a majority of the Series B shares is required to authorize (i) special dividends to security holders of the Company, (ii) issuance by
the Company of equity securities senior to or on a parity with the Series B, (iii) stock repurchases, including but not limited to, by means of a
tender offer which is funded by an asset sale outside the ordinary course (other than repurchases in the open market and repurchases by tender
offer at not greater than a 20% premium) and (iv) certain amendments to the Statement with Respect to Shares for the Series B (the "Series B
Terms"). The Series B has an aggregate liquidation preference equal to the aggregate purchase price of $1.25 billion paid for the Series B shares
(the "Purchase Price"), subject to certain adjustments. In addition, the Series B Terms provide that the Series B participates in any dividends paid
on the Common Stock. To the extent that the Company pays a special dividend, such special dividend will reduce the amount to be paid to the
holders of Series B upon a liquidation or redemption. In addition, to the extent that there are any arrearages in the payment of dividends, there
will be no restrictions on the Company's repurchase or redemption of the Series B shares.
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The Company is required to redeem all of the outstanding shares of Series B on June 30, 2015 unless a change-in-control transaction in
which all holders of shares of the Company's Common Stock receive consideration in the transaction has occurred prior to that time. In the event
of such a change-in-control transaction, the holders of Series B will receive cash and/or other consideration in such transaction (the same
consideration as the common shareholders receive) with a value equal to the net present value of the Purchase Price, subject to increase or
decrease in the event that the value of the consideration paid to the holders of the Company's Common Stock is greater than $67 per share or less
than $45 per share, respectively, which thresholds are subject to adjustment in certain circumstances.

The redemption price to be paid to the holders of the Series B on June 30, 2015 is equal to the Purchase Price subject to increase or
decrease in the event that the average trading price of the Common Stock (measured over the 20 consecutive trading days prior to May 26, 2015)
is greater than $67 per share or less than $45 per share, respectively. There is no coupon payable with respect to the Series B. The Company
shall redeem all of the Series B for cash, provided the Company may elect on or prior to June 1, 2015 to pay all or part of the redemption price in
shares of the Company's Common Stock.

The holders of the Series B are subject to the Investor Rights Agreement, which, among other things, contains a voting agreement requiring
certain Series B holders to vote all of their shares of Common Stock as directed by the Company and a standstill agreement restricting the
activities of certain Series B holders. In addition, Series B holders who may receive 20% or more of the outstanding Common Stock upon
redemption would be subject to Subchapter 25G of the Pennsylvania Business Corporation Law of 1988, as amended (the "Control Share
Statute"). The Control Share Statute prohibits any person or group who acquires more than 20% of the voting power of the Company from
voting any securities held by such person unless the shareholders vote to accord voting rights to such securities within 90 days of the time such
threshold was exceeded. Under the Series B Terms, unless such shareholder approval is obtained, the Series B holders are required to execute
and deliver a proxy in favor of an attorney-in-fact to be designated by the Board of Directors covering the number of shares of Common Stock
necessary to avoid the application of the Control Share Statute

In addition, pursuant to the Investor Rights Agreement, the Series B holders may not directly or indirectly sell, transfer, pledge, encumber,
assign or otherwise dispose of any portion of any Series B shares to any person, without the prior written consent of the Company, prior to
July 21, 2009. However, the Series B holders may sell, transfer, pledge, encumber, assign or otherwise dispose of their Series B shares if such
transaction is made: (i) to an affiliate of any such Series B holder pursuant to an agreement on terms satisfactory to the Companys; (ii) with the
prior written consent of the Company's Board of Directors, pursuant to a tender or exchange offer or a merger, consolidation or reorganization of
the Company; (iii) if the Company acknowledges in writing that it is unable to pay its debts, commences a voluntary case in bankruptcy or a
voluntary petition seeking reorganization or making an assignment for the benefit of creditors; or (iv) if the Company consents to the entry of an
order for relief against it seeking liquidation, reorganization or a creditor's arrangement of the Company.

Under the Investor Rights Agreement, the Series B holders also have preemptive rights as long as such holders beneficially own at least
two-thirds of the shares of Series B that they held as of October 30, 2008. Such beneficial ownership is indicated in the section entitled "Selling
Shareholders Series B Beneficial Ownership" on page 14 of this prospectus. This means that each time the Company offers securities, including
Common Stock, stock options or convertible securities, the Company must also offer such securities, with exceptions, to eligible Series B
holders. The Company must offer such securities in an amount equal to each Series B holder's proportion of the Series B redemption
consideration at the same price and on substantially the same terms as the proposed offering.

6
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Certain Anti-Takeover Provisions
Potential Issuances of the Company's Preferred Stock

The Company's Amended and Restated Articles of Incorporation (the "Articles") currently designate 1,000,000 shares as Preferred Stock.
The Articles also authorize the Company's Board of Directors to establish, from the authorized but unissued shares, one or more series of the
shares of Preferred Stock and to determine, with respect to any such series of the Company's preferred shares, the terms and rights of such series,
including, for example, the designation, the number of shares, the dividend rate of the shares, the right, if any, of the Company to redeem shares,
the voting power, if any, the obligation, if any, of the Company to retire shares, the terms and conditions, if any, upon which shares shall be
convertible into or exchangeable for shares of stock of any other class or classes, and any other rights, preferences or limitations of the shares of
such series.

The authorized shares of the Company, including shares of Preferred Stock and Common Stock, will be available for issuance without
further action by the Company's shareholders, unless such action is required by applicable law or the rules of any stock exchange or automated
quotation system on which the Company's securities may be listed or traded.

Potential Issuances of Rights to Purchase Securities

On May 20, 1998, the Board of Directors of the Company authorized and declared a dividend distribution of one preferred stock purchase
right (the "Right" or "Rights") for each outstanding share of Common Stock, payable to shareholders of record at the close of business on
March 19, 1999. In addition, a Right is issued for each share of Common Stock issued after March 19, 1999 and prior to the Rights' expiration
on March 18, 2009. Each Right entitles the registered holder to purchase from the Company one one-hundredth of a share (a "Preferred Stock
Fraction") of the Company's Series A Preferred Stock (or another series of preferred stock with substantially similar terms), or a combination of
securities and assets of equivalent value, at a purchase price of $10.00 per Preferred Stock Fraction, subject to adjustment. The descriptio