DOVER DOWNS GAMING & ENTERTAINMENT, INC.

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD APRIL 29, 2009

DEAR STOCKHOLDER:

PLEASE TAKE NOTICE that the 2009 Annual Meeting of Stockholders of DOVER DOWNS
GAMING & ENTERTAINMENT, INC., a Delaware corporation, will be held at the Dover Downs
Hotel and Conference Center, 1131 N. DuPont Highway, Dover, Delaware, on Wednesday, April 29,
2009, at 8:00 A.M.

At the meeting you will be asked to:
1. elect two Class I Directors to the Board of Directors;
2. consider and act upon such other business as may properly come before the Annual Meeting
or any adjournment of the meeting.
BY ORDER OF THE BOARD OF DIRECTORS
KLAUS M. BELOHOUBEK
Senior Vice President—General Counsel and Secretary

Dover, Delaware
March 30, 2009

Please complete, sign and date the proxy card as promptly as possible and return it in the enclosed
envelope.



PROXY STATEMENT

DOVER DOWNS GAMING & ENTERTAINMENT, INC.
ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD APRIL 29, 2009

INFORMATION CONCERNING SOLICITATION AND VOTING

Your vote is very important. For this reason, our Board of Directors is requesting that you permit
your stock to be represented at our 2009 Annual Meeting of Stockholders by the proxies named on the
enclosed proxy card. This Proxy Statement contains important information for you to consider when
deciding how to vote on the matters brought before the Annual Meeting. Please read it carefully.

References in this Proxy Statement to the “Company,” “we,” “us” and “our” shall mean DOVER
DOWNS GAMING & ENTERTAINMENT, INC., a Delaware corporation, and/or its wholly-owned
subsidiaries, as appropriate. This Proxy Statement is furnished in connection with the solicitation of
proxies on behalf of our Board of Directors. Proxies solicited by this Proxy Statement are to be voted
at our Annual Meeting or at any adjournment of the meeting.

The mailing address for our principal executive office is PO. Box 1412, Dover, Delaware 19903.
This Proxy Statement and the form of proxy were first sent to our stockholders on or about March 30,
2009.

GENERAL INFORMATION ABOUT THE MEETING
Who may vote

You may vote your stock if our records show that you owned your shares as of the close of
business on March 23, 2009. On that date, our outstanding capital stock consisted of 15,464,610 shares
of common stock, par value $.10 per share (the “Common Stock”), and 16,603,173 shares of Class A
common stock, par value $.10 per share (the “Class A Common Stock”). Shares of Class A Common
Stock are convertible at any time into shares of Common Stock on a share-for-share basis at the option
of the holder.

Voting rights in general

If you hold Common Stock, you are entitled to one vote for each share of Common Stock held. If
you hold Class A Common Stock, you are entitled to ten votes for each share of Class A Common
Stock held, except to the extent that voting by class is required by law. At a meeting of stockholders at
which a quorum is present, a majority of the votes cast decides all questions, unless the matter is one
upon which a different vote is required by express provision of law or our Certificate of Incorporation
or By-Laws. Under the General Corporation Law of the State of Delaware, holders of Common Stock
and Class A Common Stock are only entitled to vote as a class with respect to certain limited matters,
such as certain amendments to our Certificate of Incorporation which would change the rights of only
one class of stock.

Voting your proxy

Whether you hold shares in your name or through a broker, bank or other nominee, you may vote
without attending the meeting. You may vote by granting a proxy or, for shares held through a broker,
bank or other nominee, by submitting voting instructions to that nominee. Instructions for voting are
on your proxy card. For shares held through a broker, bank or other nominee, follow the instructions
on the voting instruction card included with your voting materials. If you provide specific voting
instructions, your shares will be voted as you have instructed and as the proxy holders may determine
within their discretion with respect to any other matters that properly come before the meeting.



If you hold shares in your name, and you sign and return a proxy card without giving specific
voting instructions, your shares will be voted as recommended by our Board on all matters and as the
proxy holders may determine in their discretion with respect to any other matters that properly come
before the meeting. If you hold your shares through a broker, bank or other nominee and you do not
provide instructions on how to vote, your broker or other nominee may have authority to vote your
shares on certain matters.

Vote required for election of Directors

The election of our Board nominees will require a plurality of the votes cast by the shares entitled
to vote. This means that the nominees receiving the greatest number of votes will be elected.
Accordingly, abstentions, broker non-votes and withheld votes will not affect the outcome of the
election of directors. There is no class voting or cumulative voting with respect to the election of
directors.

Our Chairman, Henry B. Tippie, has the right to vote shares of Common Stock and Class A
Common Stock that add up to more than fifty percent of the voting power of all of our outstanding
capital stock. This means that his vote is all that is needed to elect all of the Board nominees.

Mr. Tippie has indicated that he intends to vote all shares under his control in favor of all of the Board
nominees.

Votes needed to hold the meeting (“Quorum”)

The meeting will be held if a majority of our outstanding shares on the record date entitled to
vote is represented at the meeting. This is called a quorum. Your shares will be counted for purposes
of determining if there is a quorum, even if you wish to abstain from voting on some or all matters
introduced at the meeting, if you:

* are present and vote in person at the meeting; or

* have properly submitted your vote as permitted by your proxy card.

Matters to be voted on at the meeting and conduct of the meeting
The following proposal will be presented for your consideration at the meeting:
* to elect two Class I Directors to our Board of Directors.

We currently are not aware of any business to be acted upon at the meeting other than the
election of Directors. If other business is properly raised, your proxies have authority to vote as they
think best, including authority to adjourn the meeting.

Our Chairman has broad authority to conduct the meeting so that the business of the meeting is
carried out in an orderly and timely manner. We have not previously had any need to provide rules of
conduct in advance of our annual meetings and do not anticipate doing so for this meeting since the
Chairman has broad discretion to establish reasonable rules for discussion, comments and questions
during the meeting and, if required, is entitled to rely upon applicable law regarding disruptions or
disorderly conduct to ensure that the meeting proceeds in a manner that is fair to all participants.

Cost of this proxy solicitation

We will pay the costs of the solicitation of proxies. We may reimburse brokerage firms and other
persons representing beneficial owners of shares for expenses incurred in forwarding the voting
materials to their customers who are beneficial owners and obtaining their voting instructions. In
addition to soliciting proxies by mail, our board members, officers and employees may solicit proxies on



our behalf, without additional compensation, personally or by telephone, or we may ask our proxy
solicitor to solicit proxies on our behalf for a nominal charge.
Voting in person at the meeting

You may vote shares held directly in your name in person at the meeting. If you want to vote
shares that you hold in street name at the meeting, you must request a legal proxy from your broker,
bank or other nominee that holds your shares.

Changing your vote

You may revoke your proxy and change your vote at any time before the final vote at the meeting.
You may do this by signing a new proxy card with a later date, voting on a later date by telephone (if
permitted by your proxy card), or by attending the meeting and voting in person. However, your
attendance at the meeting will not automatically revoke your proxy; you must specifically revoke your

proxy.
Voting recommendations

Our Board recommends that you vote “FOR” each of the nominees to our Board of Directors.

Voting results

The preliminary voting results will be announced at the meeting. The final voting results will be
tallied by our Transfer Agent and Inspector of Elections and published in our quarterly report on
Form 10-Q for the fiscal quarter ended March 31, 20009.

Important Notice Regarding the Availability of Proxy Materials for the Shareholder Meeting to Be
Held on April 29, 2009
This proxy statement and our annual report to security holders are available at
http:/fwww.doverdowns.com/investor-relations-annual-proxy/.
STOCK OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The table below, based on information we have received, shows the number of shares of Common
Stock and Class A Common Stock owned as of March 23, 2009 by:

e each of our Directors or nominees for Director;
e cach of our Executive Officers named in the SUMMARY COMPENSATION TABLE;
* our Executive Officers and Directors as a group; and

* stockholders owning five percent or more of our Common Stock or Class A Common Stock



Number of Shares

and Nature of Beneficial Percentage Beneficially
Ownership by Class(1) Owned by Class C(E):lli)cienneﬁlg\so?iilg
Common Class A Common Class A Power of
Names and Addresses of Beneficial Owners Stock Common Stock Stock Common Stock Both Classes
RMT Trust(2) . ... 18,800 5,100,000 0.1% 30.7% 28.1%

P.O. Box 26557
Austin, TX 78755

Henry B. Tippie(2) . . ............ 218,800(3) 9,556,500(3)(4) 1.4% 57.6% 52.8%
P.O. Box 26557
Austin, TX 78755

R. Randall Rollins . ............. — 2,131,500(4) — 12.8% 4.5%
2170 Piedmont Road, NE
Atlanta, GA 30324

Jeffrey W. Rollins . .. ............ 37,942(5) 1,046,673(5) 0.2% 6.3% 5.8%
1105 Market Street, Suite 300
Wilmington, DE 19801

Denis McGlynn . ............... 283,656 709,950(6) 1.8% 43% 41%
1131 N. DuPont Highway
Dover, DE 19901

John W. Rollins, Jr. . ............ 360,340(7) — 2.3% — 0.2%
P.O. Box 1239

Chadds Ford, PA 19317

Patrick J. Bagley . . . .. ........... 74,736 — 0.5% — < 0.1%

1131 N. DuPont Highway
Dover, DE 19901

Kenneth K. Chalmers ............ 7,100(8) — < 0.1% — < 0.1%
233 South Wacker Drive

Suite 9650

Chicago, IL 60606

Klaus M. Belohoubek . ........... 130,875(9) — 0.8% — 0.1%

3505 Silverside Road
Plaza Centre Bldg., Suite 203
Wilmington, DE 19810

Edward J. Sutor . .. ............. 206,272 — 1.3% — 0.1%
1131 N. DuPont Highway
Dover, DE 19901

Timothy R. Horne .. ............ 113,531 — 0.7% — 0.1%
1131 N. DuPont Highway
Dover, DE 19901

Gary W.Rollins . ............... — 2,131,500 — 12.8% 11.7%
2170 Piedmont Road, NE
Atlanta, GA 30324

Eugene W. Weaver .. ............ 170,430(10)  1,732,500(10) 1.1% 10.4% 9.6%
570 Winturford Drive
West Chester, PA 19382

Barclays Global Investors, N.A. .. ... 1,156,998 — 7.5% — 0.6%
45 Fremont Street
San Francisco, CA 94105



Number of Shares

and Nature of Beneficial Percentage Beneficially
Ownership by Class(1) Owned by Class C(E):lli)cienneﬁlg\fo?iilg
Common Class A Common Class A Power of

Names and Addresses of Beneficial Owners Stock Common Stock Stock Common Stock Both Classes
Gabelli Asset Management, Inc. . . . .. 779,151 — 5.0% — 0.4%
One Corporate Center
Rye, NY 10580
Gates Capital Management, Inc. . ... 2,688,167 — 17.4% — 1.5%
1177 Avenue of the Americas
32" Floor
New York, NY 10036
Nordea Investment Funds S.A. ... .. 1,144,500 — 7.4% — 0.6%
P.O. Box 562,
L-2015
Luxembourg
Private Capital Management . ...... 1,919,900 — 12.4% — 1.1%

8889 Pelican Bay Blvd, Suite 500
Naples, FL 34108

The Vanguard Group, Inc. . ....... 793,923 — 5.1% — 0.4%
100 Vanguard Blvd.
Malvern, PA 19355

All Directors and Officers as a 1,433,252 12,138,123 9.3% 73.1% 67.7%
Group (10 persons)(4) .. ........

M
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Our Class A Common Stock entitles the holder to ten votes per share and our Common Stock allows for
one vote per share. Class A Common Stock is convertible, at any time, on a share-for-share basis into
Common Stock at the option of the holder. As a result, pursuant to Rule 13d-3 of the Securities
Exchange Act of 1934, a stockholder is deemed to have beneficial ownership of the shares of Common
Stock which the stockholder may acquire upon conversion of Class A Common Stock. In order to avoid
overstatement, the amount of Common Stock shown above as beneficially owned does not take into
account shares of Common Stock which may be acquired upon conversion of Class A Common Stock (an
amount which is equal to the number of shares of Class A Common Stock held by a stockholder). The
percentages shown in this table are based on 15,464,610 shares of Common Stock and 16,603,173 shares
of Class A Common Stock outstanding as of March 23, 2009. The above numbers include the following
shares of Common Stock subject to options granted under our 2002 Stock Incentive Plan, as amended
and restated (the “Plan”), which the employee has the right to acquire beneficial ownership within

60 days as specified in Rule 13d-3 of the Securities Exchange Act of 1934: Denis McGlynn, 104,039
shares; Edward J. Sutor, 57,000 shares; Timothy R. Horne, 48,000 shares; Klaus M. Belohoubek, 45,000
shares; Patrick J. Bagley, 42,500 shares; and all directors and officers as a group, 296,539 shares. The
above numbers include the following shares of restricted Common Stock granted under the Plan which
have not vested: Denis McGlynn, 48,100 shares; Edward J. Sutor, 40,100 shares; Timothy R. Horne,
35,300 shares; Klaus M. Belohoubek, 35,300 shares; Patrick J. Bagley, 13,300 shares; and all directors and
officers as a group, 172,100 shares. Unvested shares are included as beneficially owned because the
grantees have the right to vote the shares.

Henry B. Tippie is a trustee of the RMT Trust and has voting and dispositive control over shares held by
the RMT Trust pursuant to a voting agreement with R. Randall Rollins and Michele M. Rollins, the
other two trustees. The agreement is described below under the heading CORPORATE GOVERNANCE
AND BOARD OF DIRECTORS’ COMMITTEES AND MEETINGS—Controlled Corporation Status.

Includes 200,000 shares of Common Stock and 150,000 shares of Class A Common Stock held by his
wife, and 18,800 shares of Common Stock and 5,100,000 shares of Class A Common Stock held by the
RMT Trust, as to all of which Mr. Tippie disclaims any beneficial interest.
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1,306,500 shares of Class A Common Stock owned by R. Randall Rollins are included under both the
holdings of Henry B. Tippie and the holdings of Mr. Rollins. Mr. Rollins has investment power over
these shares and Mr. Tippie has the right to vote these shares pursuant to a Stockholders Voting
Agreement between Mr. Tippie and Mr. Rollins. The terms of this agreement are outlined below under
the heading CORPORATE GOVERNANCE AND BOARD OF DIRECTORS’ COMMITTEES AND
MEETINGS—Controlled Corporation Status. For purposes of calculating the holdings and percentage
ownership under the heading “All Directors and Officers as a Group,” these 1,306,500 shares are only
included one time in order to avoid overstatement.

The shares of Common Stock are owned by a limited liability corporation over which Mr. Rollins has
sole voting and investment power. 457,782 shares beneficially owned by Mr. Rollins are held in a
brokerage margin account and as such have been pledged as security for the account.

Includes 154,350 shares of Class A Common Stock held by his wife, as to which Mr. McGlynn disclaims
any beneficial interest.

Includes 945 shares of Common Stock held by his wife.

Includes 2,100 shares of Common Stock held by his wife, as to which Mr. Chalmers disclaims any
beneficial interest.

39,000 shares beneficially owned by Mr. Belohoubek are held in a brokerage margin account and as such
have been pledged as security for the account.

Includes 25,500 shares of Common Stock and 90,000 shares of Class A Common Stock held by his wife
and 21,330 shares of Common Stock held as Trustee, as to which Mr. Weaver disclaims any beneficial
interest; and 592,500 shares of Class A Common Stock owned by a partnership over which Mr. Weaver
has sole voting power. 23.86% of the partnership is held directly by Mr. Weaver and 23.84% is held
directly by his wife. Mr. Weaver disclaims any beneficial interest in 76.14% of the partnership.



ELECTION OF DIRECTORS

Two of our Directors are standing for reelection at the Annual Meeting to serve as Class I
Directors for a term of three years, and until the election and qualification of their successors. Our
other five Directors are not standing for reelection because their terms as Directors extend past the
Annual Meeting pursuant to provisions of our Certificate of Incorporation which provide for the
election of Directors for staggered terms, with each Director serving a three year term.

We have seven members and two vacancies on our Board of Directors. There are positions for a
Class I and a Class II Director which will both remain vacant immediately after the Annual Meeting.
Our Board believes that it is in our and your best interests to keep these vacancies on the Board so
that the Board may, if the opportunity arises, appoint candidates in the future without amending our
Certificate of Incorporation. A majority of the members of our Board of Directors may appoint
individuals to fill the vacancies.

Unless you WITHHOLD AUTHORITY, the proxy holders will vote FOR the election of the
nominees named below to three-year terms as Directors. Although our Board of Directors does not
contemplate the possibility, in the event a nominee is not a candidate or is unable to serve as a
Director at the time of the election, unless you WITHHOLD AUTHORITY, the proxies will be voted
for such nominee as is designated by our Board of Directors to fill the vacancy.

The name and age of each of our Directors and each of the nominees, his principal occupation,
and the period during which he has served us as a Director are set forth below.

Service as
Names of Nominees Principal Occupation(1) Director &
Class I (Term Expires 2009)
Henry B. Tippie ... ........ Chairman of the Board; Chairman of the Board 2002 to date 82

and Chief Executive Officer, Tippie Services, Inc.;
Chairman of the Board, Dover Motorsports, Inc.
R. Randall Rollins ......... Chairman of the Board, Rollins, Inc.; Chairman of 2002 to date 77
the Board, RPC, Inc.; Chairman of the Board,
Marine Products Corporation

Names of Directors Whose
Terms Have Not Expired

Class 1I (Term Expires 2010)

John W. Rollins, Jr. ........ Retired—Former President, Chief Executive 2002 to date 66
Officer and Director, Rollins Truck Leasing Corp.

Patrick J. Bagley . . . . .... ... Retired—Former Senior Vice President—Finance 2002 to date 61
and Chief Financial Officer, Dover
Motorsports, Inc.

Class 111 (Term Expires 2011)

Denis McGlynn ........... President and Chief Executive Officer; President, 2002 to date 63
Chief Executive Officer and Director, Dover
Motorsports, Inc.

Jeffrey W. Rollins . . ........ Principal, J.W. Rollins & Associates, LLC 2002 to date 44

Kenneth K. Chalmers .. ... .. Retired—Former Executive Vice President of 2002 to date 79
Bank of America

(1) Except as noted, the nominees and other Directors have held one or more of the positions of
responsibility set out in the above column (but not necessarily their present titles) for more than
five years. In addition to the directorships listed in the above column, the following Directors also



serve on the Board of Directors of the following companies: Henry B. Tippie serves on the Boards
of Rollins, Inc., RPC, Inc. and Marine Products Corporation. R. Randall Rollins, Kenneth K.
Chalmers, Patrick J. Bagley, John W. Rollins, Jr., and Jeffrey W. Rollins serve on the Board of
Dover Motorsports, Inc. Dover Motorsports, Inc. is a promoter of motorsports events. We were
spun-off from Dover Motorsports, Inc. on April 1, 2002. Jeffrey W. Rollins founded J.W. Rollins &
Associates, LLC in 2007, a firm that makes direct investments in businesses, and is a co-founder of
Market Grove Partners, a firm that provides management and financial services. Rollins Truck
Leasing Corp. was merged into a subsidiary of Penske Truck Leasing Co., L.P. in 2001 and was
engaged in the business of truck leasing. Rollins, Inc. is a consumer services company engaged in
residential and commercial termite and pest control. RPC, Inc. is engaged in oil and gas field
services. Marine Products Corporation is engaged in boat manufacturing. Bank of America is a
financial institution. Tippie Services, Inc. provides management services. John W. Rollins, Jr. and
Jeffrey W. Rollins are brothers. Gary W. Rollins and R. Randall Rollins are brothers, and they are
cousins of John W. Rollins, Jr. and Jeffrey W. Rollins.

Our Board of Directors recommends a vote FOR the nominees listed.

CORPORATE GOVERNANCE AND BOARD OF DIRECTORS’
COMMITTEES AND MEETINGS

Our Board of Directors held five meetings in 2008. All meetings were attended by one hundred
percent of the Board. Board members are encouraged to attend our Annual Meeting of Stockholders
and all Board members were in attendance at last year’s meeting.

Audit Committee

Our Audit Committee consists of Kenneth K. Chalmers, Chairman, R. Randall Rollins and
Jeffrey W. Rollins. The Audit Committee held five meetings in 2008. The Committee’s functions are
described below under the caption REPORT OF THE AUDIT COMMITTEE. Our Board has
determined that each of our Audit Committee members is an “independent director” and that each
member qualifies as an “audit committee financial expert” as those terms are defined by applicable
New York Stock Exchange and Securities and Exchange Commission (“SEC”) rules and regulations.

We have adopted Independence Guidelines for determining whether a director qualifies as
independent. A copy of these guidelines may be found at our website (www.doverdowns.com) under the
heading Investor Relations. In accordance with the rules of the New York Stock Exchange, no director
will qualify as independent unless our Board affirmatively determines that the director has no material
relationship with the Company that would affect the director’s independence. In addition to the
independence standards which have been promulgated by the New York Stock Exchange, we have
adopted certain categorical standards to assist in making a determination of independence. Relevant
text from our Independence Guidelines setting forth these standards is reproduced below:

Except in special circumstances, as determined by a majority of the independent members of the Board,
the following relationships will be considered not to be material relationships that would affect a Board
member’s independence:

(i) If the director, or a member of the director’s immediate family, has received less than one
hundred twenty thousand dollars (US $120,000) per year in direct compensation from the Company
(other than director and commiittee fees and pension or other forms of deferred compensation for prior
service which are not contingent in anyway on continued services) within the past three (3) years.

(ii) If the director is a director or officer, or any member of the director’s immediate family is a
director or officer of a bank to which the Company is indebted, and the total amount of the
indebtedness does not exceed one percent (1%) of the total assets of the bank for any of the past three
(3) years.



(iii) If the director or any member of the director’s immediate family serves as an officer, director,
trustee or primary spokesperson of a charitable or educational organization, and donations by the
Company do not exceed the greater of two percent (2%) or one million dollars (US $1,000,000) of the
organization’s total annual charitable receipts for any of the past three (3) years.

(iv) If the director has a relationship with the Company of a type covered by item 404(a) of the
Securities and Exchange Commission’s Regulation S-K (or any successor regulation), and that
relationship need not, according to the terms of those items and any then-current proxy regulations, be
disclosed in the Company’s annual proxy statement (except for relationships described elsewhere in
these guidelines in which case the other guideline will govern).

(v) If the director, or a member of the director’s immediate family, has direct or beneficial
ownership (as defined by Rule 13d to the Securities Exchange Act of 1934) of any amount of any class
of common stock of the Company.

Our Board has also determined that each of our Audit Committee members is independent based
on these standards.

Executive Committee

Our Executive Committee consists of Henry B. Tippie, Chairman, and Denis McGlynn. The
Executive Committee held two meetings in 2008. The Executive Committee has the power to exercise
all of the powers and authority of our Board of Directors in the management of the business and
affairs of the Company in accordance with the provisions of our By-Laws.

Compensation and Stock Incentive Committee

Our Compensation and Stock Incentive Committee consists of Henry B. Tippie, Chairman, and
R. Randall Rollins. The Compensation and Stock Incentive Committee held two meetings in 2008. The
Committee has authority to determine the compensation of the Company’s executive officers and such
other officers as the Committee may decide, to administer the Company’s Stock Incentive Plan,
including the granting of restricted stock awards to various employees of the Company and its
subsidiaries, and to adopt or modify policies that govern the Company’s compensation and benefits
programs. The Committee annually prepares a Compensation Committee Report for inclusion in our
proxy statement and has authority to engage attorneys, accountants and consultants, to solicit input
from management concerning compensation matters, and to delegate any of its responsibilities to one
or more directors or members of management where it deems such delegation appropriate and
permitted under applicable law. The Committee does not have a formal charter and is not required to
have one under New York Stock Exchange rules since we are a controlled corporation as described
below under the heading Controlled Corporation Status.

Nominating and Corporate Governance Committee

Our Nominating and Corporate Governance Committee consists of Henry B. Tippie, Chairman,
and R. Randall Rollins. The Committee does not have a formal charter; it was formed by resolution of
the full Board of Directors in 2002 for the following purposes:

* to recommend to our Board of Directors nominees for director and to consider any nominations
properly made by a stockholder;

* upon request of our Board of Directors, to review and report to the Board with regard to
matters of corporate governance; and

* to make recommendations to our Board of Directors regarding the agenda for our annual
stockholder’s meetings and with respect to appropriate action to be taken in response to any
stockholder proposals.



The Nominating and Corporate Governance Committee held one meeting in 2008. We are not
required by law or by New York Stock Exchange rules to have a nominating committee since we are a
controlled corporation as described below under the heading Controlled Corporation Status. We
established the Nominating and Corporate Governance Committee to promote responsible corporate
governance practices and we currently intend to maintain the Committee going forward.

Controlled Corporation Status

We have elected to be treated as a “controlled corporation” as defined by New York Stock
Exchange Rule 303A. This Rule provides that a controlled corporation need not comply with the
requirements of Sections 303A.01, 303A.04 and 303A.05 of the New York Stock Exchange Listed
Company Manual. Section 303A.01 requires that listed companies have a majority of independent
directors. As a controlled corporation, this Section does not apply to us. We are only required to make
an independence determination relative to our audit committee members—all three of whom are
independent. Two of our directors, Denis McGlynn and Patrick J. Bagley are employees of ours and,
therefore, cannot be considered independent. No other directors or their immediate family members
are employees of ours. Our Board is not required to and has not formally made an assessment as to
the independence of these directors. Sections 303A.04 and 303A.05 require that listed companies have
a nominating & corporate governance committee and a compensation and stock incentive committee,
in each case composed entirely of independent directors. In addition, each committee must have a
charter that addresses both the committee’s purpose and responsibilities and the need for an annual
performance evaluation by the committee. While we have a nominating & corporate governance
committee and a compensation committee, we are not required to and do not comply with all of the
provisions of Sections 303A.04 and 303A.05. We are a controlled corporation because a single person,
Henry B. Tippie, the Chairman of our Board of Directors, controls in excess of fifty percent of our
voting power. This means that he has the ability to determine the outcome of the election of directors
at our annual meetings and to determine the outcome of many significant corporate transactions, many
of which only require the approval of a majority of our voting power. Such a concentration of voting
power could also have the effect of delaying or preventing a third party from acquiring us at a
premium.

Mr. Tippie’s voting control emanates from his direct and indirect holdings of Common Stock and
Class A Common Stock, from his status as a trustee of the RMT Trust (the “Trust”), our largest
stockholder, and from certain shares as to which he has voting rights pursuant to a voting agreement
described below. As of March 23, 2009, Mr. Tippie has control over 52.8% of our voting power.

The Trust was formed under the Last Will and Testament of John W. Rollins, Sr. Mr. Tippie was
the executor of the Estate of John W. Rollins, Sr. (the “Estate”). In early 2008, the Estate transferred
all of its equity securities held in the Company to the Trust. Mr. Tippie is one of three trustees of the
Trust and has sole voting and sole dispositive power over any equity securities of the Company held by
the Trust (the “Trust Stock”) pursuant to a Stockholders Agreement and Irrevocable Proxy entered into
January 31, 2008 among the three trustees of the Trust. We are not a party to this Agreement. A copy
of the Agreement is attached as Exhibit A to a Schedule 13D dated January 31, 2008 and filed by
Mr. Tippie with the SEC. The Agreement has an initial one (1) year term and renews annually for
successive one (1) year terms unless terminated earlier as provided therein. The Agreement
automatically terminates in the event that Mr. Tippie ceases to be Chairman of the Board of Directors
of the Company or ceases to control more than 50% of the voting power in the Company. Under the
Agreement, Mr. Tippie agrees to vote Trust Stock in the same manner in which he votes shares of
stock that he owns in his individual capacity and also affords certain take along rights to the Trust
whereby Mr. Tippie will not sell shares of stock that he owns in his individual capacity unless, subject
to certain enumerated exceptions, the Trust is afforded a reasonable opportunity to sell Trust Stock on
comparable terms.
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On January 31, 2008, Mr. Tippie and R. Randall Rollins, another one of our directors, entered
into a Third Amended and Restated Stockholders Voting Agreement and Irrevocable Proxy pursuant to
which Mr. Rollins grants to Mr. Tippie the right to vote 1,306,500 shares of Class A Common Stock
owned by Mr. Rollins. Mr. Rollins is also the beneficial owner of an additional 825,000 shares of
Class A Common Stock none of which are subject to this agreement. We are advised that one of the
purposes of the agreement was to maintain our status as a “controlled corporation.”

We are not a party to the Stockholders Voting Agreement and Irrevocable Proxy. The agreement is
attached to a Schedule 13D filing dated January 31, 2008 and filed by Mr. Tippie with the SEC. Under
the terms of this agreement, Mr. Rollins and Mr. Tippie agree to consult with each other relative to
matters involving the voting of shares of our stock yet each stockholder reserves the right to vote
shares beneficially owned by him in any manner he sees fit in his sole discretion, except that
Mr. Rollins grants to Mr. Tippie the right to vote 1,306,500 shares of Class A Common Stock owned by
Mr. Rollins. The agreement has an initial one (1) year term and renews annually for successive one
(1) year terms unless Mr. Rollins terminates the agreement prior to its anniversary date. The
agreement automatically terminates in the event that Mr. Tippie ceases to control more than 50% of
the voting power of the Company (measured by voting control in the outstanding shares of the
Company’s Common Stock and Class A Common Stock on a combined basis) or in the event of the
death or incapacity of Mr. Tippie. The agreement shall not in any way restrict Mr. Rollins’ right to sell,
gift or otherwise dispose of the 1,306,500 shares of Class A Common Stock and shall cease to have any
force and effect with respect to any such shares which may be sold, gifted or otherwise disposed of. In
the event that all of the 1,306,500 shares of Class A Common Stock are sold, gifted or otherwise
disposed of, the agreement automatically terminates. Mr. Tippie is also free at any time to cede voting
control back to Mr. Rollins by providing written notice of such intention, in which event the agreement
automatically terminates.

Director Nominations

Under Delaware law, there are no statutory criteria or qualifications for directors. The law does
permit a corporation to prescribe reasonable qualifications in its by-laws or certificate of incorporation.
Our By-Laws require that at the time of nomination for a directorship, the nominee must own no less
than 500 shares of our Common Stock. No other criteria or qualifications have been prescribed by us
at this time. Our Nominating and Corporate Governance Committee does not have a formal charter or
a formal policy with regard to the consideration of director candidates, however, it acts under the
guidance of the Corporate Governance Guidelines approved by our Board and posted on our website
(www.doverdowns.com) under the heading Investor Relations. We believe that we should preserve
maximum flexibility in order to select directors with sound judgment and other qualities which are
desirable in corporate governance. According to our Corporate Governance Guidelines, we believe our
Board of Directors should be responsible for selecting its own members. Our Board delegates the
screening process involved to the Nominating and Corporate Governance Committee. This Committee
is responsible for determining the appropriate skills and characteristics required of Board members in
the context of the then current make-up of our Board. This determination should take into account all
factors which the Committee considers appropriate, such as independence, experience, strength of
character, mature judgment, technical skills, diversity, age and the extent to which the individual would
fill a present need on the Board. Our By-Laws provide that nominations for the election of directors
may be made by any stockholder entitled to vote for the election of directors. Nominations must
comply with an advance notice procedure which generally requires that written notice be received by
our Secretary not less than ninety days prior to the anniversary of the prior year’s annual meeting and
set forth the name, age, business address and, if known, residence address of the nominee proposed in
the notice, the principal occupation or employment of the nominee for the past five years and evidence
that the nominee owns not less than 500 shares of our Common Stock. We have not engaged, nor do
we believe that it is necessary to engage, any third party to assist us in identifying director candidates.
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We have not received a recommendation for a director nominee from a stockholder. All of the
nominees to be voted on at our Annual Meeting are existing directors standing for reelection.

Corporate Governance Guidelines and Codes of Business Conduct and Ethics

We have adopted Corporate Governance Guidelines to promote better understanding of our
policies and procedures. At least annually, the Board reviews these guidelines. A copy of our current
Corporate Governance Guidelines may be found at our website (www.doverdowns.com) under the
heading Investor Relations. As required by the rules of the New York Stock Exchange, our Corporate
Governance Guidelines require that our non-management directors meet in at least two regularly
scheduled executive sessions per year without management. Our Chairman will generally act as the
presiding director but our guidelines provide that the meetings may be chaired by other directors
depending on the nature of the matter to be considered.

At our website (www.doverdowns.com), under the heading Investor Relations, you may access a copy
of our Corporate Governance Guidelines, our Audit Committee Charter, our Code of Business
Conduct and our Code of Business Conduct and Ethics for Directors and Executive Officers and
Related Party Transactions Policy. We will also provide a copy of any of these documents, free of
charge, to any record or beneficial stockholder. Please make your request in writing, addressed to
Timothy R. Horne, Senior Vice President-Finance, Treasurer and Chief Financial Officer, Dover Downs
Gaming & Entertainment, Inc., PO. Box 1412, Dover, DE 19903.

Director Communications

We have a process for interested parties, including stockholders, to send communications to our
Board. Communications to any member of our Board of Directors, to the entire Board of Directors or
to any Committee or group of Directors, such as our non-management Directors should be mailed
as follows:

{designate Director(s), Committee(s) or group to whom you wish your communication sent}
c/o Klaus M. Belohoubek

Senior Vice President—General Counsel

Dover Downs Gaming & Entertainment, Inc.

Concord Plaza

3505 Silverside Road

Plaza Centre Bldg., Suite 203

Wilmington, DE 19810

These instructions are posted on our website (www.doverdowns.com) under the heading Investor
Relations. All communications received from interested parties will be forwarded, as appropriate.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

None of the Directors who serve on our Compensation and Stock Incentive Committee are or
have ever been our employees. There are no Compensation Committee interlocks requiring disclosure.

DIRECTOR COMPENSATION

Directors that are our employees do not receive any additional compensation for services rendered
as a director. Directors who are not our employees are each paid a retainer for Board service of $6,000
per quarter, an attendance fee of $1,500 for each Board of Directors or Committee meeting attended
($2,500 for Audit Committee meetings) and are offered coverage under our health plans, which is fully
paid by the Company. In addition to the Board of Directors or Committee meeting attendance fees,
the following fees are paid quarterly for the chairmanships noted: Chairman of the Board, $6,000;
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Chairman of the Audit Committee, $4,000; Chairman of the Executive Committee, $4,000; Chairman of
the Compensation & Stock Incentive Committee, $2,000; and Chairman of the Nominating &
Corporate Governance Committee, $1,000. These fees have not increased from the fees that were in
place during 2008.

The following table sets forth compensation to our Directors for services rendered as a director
during fiscal year 2008. Two of our Directors, Denis McGlynn and Patrick J. Bagley, are employees of
ours. Mr. McGlynn’s compensation is set forth in the SUMMARY COMPENSATION TABLE below.
Other than Mr. Bagley, the Directors listed below have never been employed by us or paid a salary or
bonus by us, have never been granted any of our options or other stock based awards, and do not
participate in any of our sponsored retirement plans.

Change in
Pension Value
and
Nongqualified
Fees Earned Non-Equity Deferred
or Paid Stock Option Incentive Plan Compensation All Other
in Cash Awards(2) Awards(2) Compensation Earnings(3) Compensation(4) Total
Name %) )] $) $) $) $) $)
Henry B. Tippie(1) . .. .. $91,000 — — — — — $ 91,000
Kenneth K. Chalmers ... $60,000 — — — — — $ 60,000
R. Randall Rollins. . . . .. $48,500 — — — — — $ 48,500
Jeffrey W. Rollins . .. ... $45,500 — — — — — $ 45,500
John W. Rollins, Jr. . ... $31,500 — — — — — $ 31,500
Patrick J. Bagley . . ... .. — $39,612  $17,039 — $14,179 $31,500 $102,330

(1) We have entered into a non-compete agreement with the Chairman of our Board, Henry B. Tippie.
Mr. Tippie’s agreement was entered into on June 16, 2004. This agreement is only operative in the event of a
change in control. Change in control is defined in this agreement in the same manner as defined in the
Employment and Non-Compete Agreements described below in our COMPENSATION DISCUSSION AND
ANALYSIS. Mr. Tippie’s agreement has no expiration date and shall continue in effect as long as he remains
a Director. In the event of a change in control during the term of the agreement and provided that
Mr. Tippie serves as a director of ours when the change in control occurs, the Company must pay to
Mr. Tippie a $750,000 change in control fee. For the one (1) year period following the change in control,
Mr. Tippie agrees not to compete with the Company in the gaming business or to solicit the Company’s
customers and employees. The scope of the non-competition covenants and the territory covered are the same
as provided in the Employment and Non-Compete Agreements described below in our COMPENSATION
DISCUSSION AND ANALYSIS. The agreement contains no provision relative to continuing Mr. Tippie’s
tenure with the Company for any fixed period of time. The agreement contains the same tax gross-up as
provided in the Employment and Non-Compete Agreements described below in our COMPENSATION
DISCUSSION AND ANALYSIS to the extent that the payment to Mr. Tippie may constitute an excess
“parachute payment” under the Internal Revenue Code. We estimate that a tax gross-up of $372,975 would
have been paid to Mr. Tippie under his agreement in the event this agreement would have been triggered due
to a hypothetical change in control on December 31, 2008.

(2) These amounts represent the dollar amount recognized for financial reporting purposes with respect to fiscal
year 2008 for prior year option grants and prior year grants of restricted Common Stock awarded under our
Stock Incentive Plan, all computed in accordance with Statement of Financial Accounting Standards (“SFAS”)
No. 123R. Please refer to Note 8 to our consolidated financial statements contained in our Form 10-K for the
period ending December 31, 2008 for a discussion of the assumptions used in these computations. When
calculating the amounts shown in this table, we have disregarded all estimates of forfeitures. Our Form 10-K
has been included in our Annual Report and provided to our stockholders.

(3) These amounts represent the change during fiscal year ended 2008 of the actuarial value of accrued pension
benefits under our Pension Plan described below under Pension Benefits. The calculation uses an assumed
retirement age of 62 since this represents the earliest age at which unreduced benefits can commence under
the plans.

(4) The amount shown under the column entitled All Other Compensation represents salary paid to Mr. Bagley.
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Notwithstanding anything to the contrary set forth in any of our previous filings under the Securities Act
of 1933 or the Securities Exchange Act of 1934, that might incorporate future filings, including this Proxy
Statement, in whole or in part, the REPORT OF THE AUDIT COMMITTEE shall not be incorporated by
reference into any such filings.

REPORT OF THE AUDIT COMMITTEE

Our Audit Committee is established pursuant to our By-Laws and the Audit Committee Charter
adopted by the Board of Directors and last reaffirmed by it on January 28, 2009. A copy of our
Audit Committee Charter is available at our website (www.doverdowns.com) under the heading
Investor Relations.

Management is responsible for our internal controls, assessing the effectiveness of these controls
and the financial reporting process. Our independent registered public accounting firm is responsible
for performing an independent audit of our consolidated financial statements and the effectiveness of
our internal control over financial reporting in accordance with the standards of the Public Company
Accounting Oversight Board (United States) and for issuing reports on such. The Audit Committee’s
responsibility is generally to monitor and oversee these processes, as described in the Audit Committee
Charter. It is not the duty of the Audit Committee to determine that our financial statements are
complete and accurate and in accordance with U.S. generally accepted accounting principles or to plan
or conduct audits; these are the responsibility of our management and independent registered public
accounting firm, respectively.

Each member of our Audit Committee is independent in the judgment of our Board of Directors
and as required by the listing standards of the New York Stock Exchange.

In fulfilling its oversight responsibilities with respect to the year ended December 31, 2008, our
Audit Committee:

* Approved the terms of the engagement of KPMG LLP as our independent registered public
accounting firm for the year ended December 31, 2008;

* Reviewed and discussed with our management and the independent registered public accounting
firm our audited consolidated financial statements as of December 31, 2008 and for the year
then ended;

* Discussed with the independent registered public accounting firm the matters required to be
discussed by the American Institute of Certified Public Accountants’ Statement on Auditing
Standards (“SAS”) No. 114, The Auditor’s Communication With Those Charged With Governance,
the rules of the Securities and Exchange Commission and the standards of the Public Company
Accounting Oversight Board (United States);

* Received from the independent registered public accounting firm written affirmation of their
independence and discussed the firm’s independence from us;

* Reviewed and discussed with the independent registered public accounting firm and our internal
auditors the overall scope and plan for their respective audits and reviewed and discussed with
each, with and without management present, the results of their examinations, the evaluations of
our internal controls and the overall quality of our accounting principles; and

* Reviewed and discussed with management its assessment as to the effectiveness of our internal
control over financial reporting as of our year end.

Based upon the review and discussions referred to above, the Committee recommended to our
Board of Directors that our audited consolidated financial statements, as of December 31, 2008 and for
the year then ended, and management’s assessment of our internal control over financial reporting, be
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included in our Annual Report on Form 10-K for the year ended December 31, 2008 for filing with the
Securities and Exchange Commission. In giving this recommendation to our Board of Directors, the
Audit Committee has relied in part on:

* management’s representation that such consolidated financial statements have been prepared
with integrity and objectivity and in conformity with U.S. generally accepted accounting
principles; and

* the reports of our independent registered public accounting firm with respect to such
consolidated financial statements.

Audit Committee
Kenneth K. Chalmers, Chairman
R. Randall Rollins
Jeffrey W. Rollins
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COMPENSATION DISCUSSION AND ANALYSIS
Compensation and Stock Incentive Committee

During the fiscal year ended December 31, 2008, the members of our Compensation and Stock
Incentive Committee held primary responsibility for determining executive compensation levels. The
Committee is composed of two of our non-employee directors who do not participate in the Company’s
compensation plans. The Committee determines each year the compensation of our executive officers,
administers our Stock Incentive Plan, and adopts or modifies policies that govern our compensation
and benefit programs.

The members of our Compensation and Stock Incentive Committee have extensive and varied
experience with various public and private corporations—as investors and stockholders, as senior
executives, and as directors charged with the oversight of management and the setting of executive
compensation levels. Henry B. Tippie, the non-executive Chairman of our Board of Directors and the
Chairman of our Compensation and Stock Incentive Committee, has served on the board of directors
of twelve different publicly traded companies and has been involved in setting executive compensation
levels at all of these companies. R. Randall Rollins has served on the board of directors of seven
different publicly traded companies and has similarly been involved in setting executive compensation
levels at a majority of these companies.

Our Compensation and Stock Incentive Committee has full authority to engage attorneys,
accountants and consultants, including executive compensation consultants, to solicit input from
management concerning compensation matters, and to delegate any of its responsibilities to one or
more Directors or members of management where it deems such delegation appropriate and permitted
under applicable law. To date, the Committee has determined that placing undue reliance on the advice
of executive compensation consultants is not warranted. The Committee is mindful that the
independence and objectivity of certain executive compensation consultants has been called into
question in recent years.

Our Compensation and Stock Incentive Committee believes that determinations relative to
executive compensation levels are best left to the discretion of the Committee and our Board of
Directors. In addition to the extensive experience and expertise of the Committee’s members and their
familiarity with our performance and the performance of our executive officers, the Committee is able
to draw on the experience of other Directors and on various legal and accounting executives employed
by us, and the Committee has access to the wealth of readily available public information relative to
structuring executive compensation programs and setting appropriate compensation levels. The
Committee also believes that the structure of our executive compensation programs should not become
overly complicated or difficult to understand.

In connection with structuring various Employment and Non-Compete Agreements with certain of
our executive officers and directors in 2004, the Committee instructed outside counsel to engage an
executive compensation consultant. The compensation consultant had no ties to us or our executives,
had not performed any services for us previously and has not been retained for any purpose since 2004.
The agreements are discussed in more detail below. The Committee has not otherwise relied on the
advice of outside consultants to structure our executive compensation programs, nor has it engaged in
formally benchmarking compensation levels of our executive officers.

General Compensation Objectives and Guidelines

We are engaged in a highly competitive industry. We believe that our success depends on our
ability to attract and retain highly qualified and motivated executives. In order to accomplish this
objective, we have endeavored to structure our executive compensation in a fashion that gives our
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Compensation and Stock Incentive Committee the flexibility to take into account our operating
performance and the individual performance of the executive.

Our Compensation and Stock Incentive Committee endorses the philosophy that executive
compensation should reflect our performance and the contribution of executive officers to that
performance. Our compensation policy is designed to achieve three fundamental objectives: (i) attract
and retain qualified executives, (ii) motivate performance to achieve our objectives, and (iii) align the
interests of our executives with the long-term interests of our stockholders.

The Committee recognizes that there are many intangibles involved in evaluating performance and
in motivating performance, and that determining an appropriate compensation level is a highly
subjective endeavor. The analysis of the Committee is not based upon a structured formula and the
objectives referred to above are not weighted in any formal manner.

Pursuant to our compensation philosophy, the total annual compensation of our executive officers
is made up of one or more of three elements. The three elements are salary, an annual incentive
payment and grants of stock based awards such as restricted stock.

We believe a competitive base salary is important to attract, retain and motivate top executives. We
believe annual incentive payments are valuable in recognizing and rewarding individual achievement.
Finally, we believe equity-based compensation makes executives “think like owners” and, therefore,
aligns their interests with those of our stockholders.

We have historically maintained a defined benefit pension plan and a 401(k) savings plan for the
benefit of all regular full-time employees. These plans are discussed in more detail below under the
heading PENSION BENEFITS.

We do not have any formal stock ownership requirements for our executive officers but note that
our Directors and executive officers are significant stockholders of the Company, as is disclosed
elsewhere in this Proxy Statement. The Committee is mindful of the stock ownership of our Directors
and executive officers but does not believe that it is appropriate to provide a mechanism or formula to
take stock ownership (or gains from prior option or stock awards) into account when setting
compensation levels. As do many public companies, we have historically provided in our insider trading
policies that Directors and executive officers may not sell our securities short and may not sell puts,
calls or other derivative securities tied to our stock.

We expect that, as in past years, the salary and other compensation paid to our executive officers
will qualify for income tax deductibility under the limits of Section 162(m) of the Internal Revenue
Code. However, it is possible that, where merited, the Committee may authorize compensation which
may not, in a specific case, be fully deductible by us.

We do not have a formal policy relative to the adjustment or recovery of incentives or awards in
the event that the performance measures upon which incentives or awards were based are later restated
or otherwise adjusted in a manner that would have reduced the size of an incentive or award. However,
as all incentives and awards remain within the discretion of the Compensation and Stock Incentive
Committee, the Committee retains the ability to take any such restatements or adjustments into
account in subsequent years. In addition, the Sarbanes-Oxley Act requires in the case of accounting
restatements that result from material non-compliance with Securities Exchange Commission financial
reporting requirements, that chief executive officers and chief financial officers must disgorge bonuses
and other incentive-based compensation and profits on stock sales, if the non-compliance results from
misconduct.
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Salary and Incentive

The salary of each executive officer is determined by our Compensation and Stock Incentive
Committee. In making its determinations, the Committee gives consideration to our operating
performance for the prior fiscal year and the individual executive’s performance. The Committee
solicits input from our Chief Executive Officer with respect to the performance of our executive
officers and their compensation levels. The base salaries of our executives have not varied widely from
year to year. Mr. McGlynn’s base salary has remained fairly consistent in recent years due to the
annual incentive arrangement he has had for many years pursuant to which he has the potential for a
significant incentive based on our performance, as is discussed in greater detail below under the
heading CEO Compensation. Due to general economic conditions and their effect on the gaming
industry and our Company, the Committee determined that there would be no salary adjustments made
for fiscal year 2009.

Annual incentive compensation packages for our executive officers are discretionary and based on
our performance and each individual officer’s performance. Except as disclosed below, discretionary
bonuses are not subject to any plan or program, written or unwritten, that was communicated in
advance to the executive officers for 2008. Bonus amounts for a particular fiscal year are generally
determined during the first quarter of the following fiscal year and paid at the discretion of the
Compensation and Stock Incentive Committee. As outlined in more detail in the Annual Report which
accompanies this Proxy Statement, our financial and operating results for fiscal year ended 2008 did not
meet our expectations. Accordingly, no cash bonuses were paid to our executive officers for
performance during fiscal year ended 2008.

A special annual discretionary incentive tied to our annual budgeting process was in place for fiscal
year 2008 for ten of our senior officers, including our executive officers, pursuant to which each could
have received a cash incentive payment of $15,000 if we exceed a targeted pre-tax earnings number. At
the time the incentive was structured in 2007, the target number was intended to be an aggressive but
reasonably attainable goal. For fiscal year ended 2008, no bonuses were paid under this special
incentive. We will not have a similar incentive for fiscal year 2009. Disclosure of this 2008 incentive
plan should not be taken as an indication that we considered it a material part of the compensation for
our executive officers.

An annual discretionary performance based incentive has been established for our Executive
Vice President, Edward J. Sutor. The incentive for fiscal year ending 2009 is similar to the incentive
established for fiscal year ended 2008. There is no formal agreement for this discretionary incentive.
It is based on the following resolution adopted by our Compensation and Stock Incentive Committee:
“RESOLVED, that the determination of a discretionary annual incentive for the Executive Vice
President for fiscal year ending 2009 will be dependent upon an overall favorable evaluation of the
Executive Vice President’s performance and be calculated as two and one-half percent (2%2%) of the
year over year increase in the Company’s pre-tax earnings, as determined by this Committee in its sole
discretion, including any adjustments for extraordinary or non-recurring items as the Committee may
deem appropriate.” No payment was made to Mr. Sutor under the 2008 incentive as we did not achieve
a year over year increase in pre-tax earnings.

Equity Based Awards

Our Stock Incentive Plan allows for a wide variety of stock based awards such as stock options and
restricted stock awards. We last issued stock options in fiscal year ended 2003 and have no immediate
plans to issue additional stock options. We have never issued any stock appreciation rights. Partially in
response to changes relative to the manner in which stock options are accounted for under generally
accepted accounting principles, we have modified the structure and composition of the long-term equity
based component of our executive compensation. Since 2004 we have awarded time-based restricted
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stock in lieu of granting stock options. The terms and conditions of these awards are described in more
detail below.

Awards under our Stock Incentive Plan are purely discretionary, are not based upon any specific
formula and may or may not be granted in any given fiscal year. For the past four years, we have
granted time-based restricted stock to various employees, including our executive officers, in early
January. Consistent with this practice, we granted restricted stock awards to our executive officers in
January 2009 in amounts which are similar to grants made in prior years taking into account both the
absolute number of shares and the fair market value of those shares. The numbers of shares awarded
in January 2009 were as follows: Denis McGlynn: 20,000 shares; Edward J. Sutor: 18,000 shares;
Timothy R. Horne: 15,000 shares; and Klaus M. Belohoubek: 15,000 shares. It is our expectation to
continue yearly grants of restricted stock awards although we reserve the right to modify or discontinue
this or any of our other compensation practices at anytime.

To date, all of our restricted stock awards have had the same features. The shares vest one-fifth
per year beginning on the second anniversary of the grant date. Restricted shares have full voting and
dividend rights. However, until the shares vest, they cannot be sold, transferred or pledged. Should the
executive leave our employment for any reason prior to the vesting dates (other than due to death or
retirement on or after age 65), the unvested shares will be forfeited. None of our outstanding options
or restricted stock awards contain a change of control provision that would accelerate the vesting of
options or restricted shares in the event we have a change of control. However, the Compensation and
Stock Incentive Committee has the discretion to accelerate the vesting of options or restricted shares or
to offer to buy out for a payment in cash any option or restricted stock award, on such terms and
conditions as the Committee may establish.

Grants are made under our Stock Incentive Plan and the plan is administered pursuant to
Rule 16b-3 of the Securities Exchange Act of 1934. When considering the grant of stock based awards,
the Committee gives consideration to our overall performance and the performance of individual
employees. More detail about our restricted stock awards, including awards made during 2008, can be
found below in our SUMMARY COMPENSATION TABLE and the GRANTS OF PLAN-BASED
AWARDS TABLE.

Employment and Non-Compete Agreements

We initially entered into employment and non-compete agreements with all of our executive
officers in June 2004. These agreements had two (2) year terms and were superseded by new
agreements dated February 13, 2006. Technical amendments to these agreements were made by an
agreement dated as of January 1, 2008 to comply with Internal Revenue Code 409A. The agreements
are substantially identical in the following respects.

The agreements are only operative in the event of a change in control. The agreements do not
obligate us to employ any executive officer for any period of time prior to a change in control. All of
our executive officers can be terminated at our will at any time prior to a change in control with or
without cause. The agreements all have a two (2) year term and shall automatically renew for
successive two (2) year terms, provided that at any time prior to any such renewal, the Compensation
and Stock Incentive Committee has discretion to terminate the automatic renewal provision. “Change
in control” is defined under the agreements to mean the earlier to occur of (a) ten (10) days following
the closing of a tender offer for our stock or (b) the closing of a merger or similar transaction involving
us and any other entity; provided that it shall not be a change in control if our stockholders
immediately prior to the transaction own, directly or indirectly in substantially the same proportion, at
least 60% of the voting securities of the survivor of such transaction immediately following the
transaction.
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There are no other agreements or understandings between us and any executive officer which
guarantee continued employment or guarantee any level of compensation, including incentive or bonus
payments, to the executive officer.

In the event of a change in control during the term of the agreements and provided that the
executive officer is employed by us when the change in control occurs, we must pay to the executive
officer a certain change in control fee in the amount described below. Each agreement specifies an
“extension period” for a certain number of months, also as described below, during which the executive
officer shall receive a monthly payment equal to one-twelfth of the sum of (a) the executive officer’s
then-current annual base salary (excluding any incentive or bonus), and (b) the amount of any cash
bonus awarded to the executive officer for the then-most recently concluded fiscal year of the
Company. The agreements for our Chief Executive Officer and our Executive Vice President provide
that for purposes of calculating this monthly amount, the executive officer’s cash bonus shall be the
actual cash bonus for our then most recently concluded fiscal year, but not less than 75% and not
greater than 125% of the average cash bonus awarded to the executive officer for our then most
recently concluded fiscal year and the preceding two fiscal years. The executive officer shall also be
entitled to health, welfare and certain fringe benefits on terms no less favorable than those which he
had prior to the change in control.

During the extension period, the executive officer agrees not to, directly or indirectly, engage in
any capacity in the casino business or to assist any business that is in the casino business and that
competes with us anywhere in the State of Delaware or within a 50 mile radius of our facility in Dover,
Delaware. The executive officer is also prohibited, during the extension period, from soliciting our
customers and employees.

During the extension period, the executive officer shall continue as an employee. We are free to
terminate the executive officer with or without cause. If termination is without cause, we shall continue
to pay the monthly amount for the extension period. If the termination is for cause, we shall continue
to pay one-half of the monthly amount since the agreement allocates 50% of the monthly amount
post-termination to severance and 50% is paid in consideration of the executive officer’s non-compete
covenants. “Cause” is defined under the agreement to mean a unanimous determination by our Board
of Directors that the executive officer has been convicted of a felony, has embezzled from or
committed fraud against us, which embezzlement or fraud has a material adverse financial impact on us
or gross insubordination which has continued after written notice from the Board of Directors which
determination is upheld by a final, non-appealable arbitration award.

The executive officer shall be entitled to continue receiving the monthly amount during the
extension period if he voluntarily terminates his employment for good reason. “Good reason” is
defined under the agreements to mean a (i) reduction in title, responsibilities, administrative support or
support services, (ii) relocation of executive officer’s office, (iii) travel at a level that exceeds the travel
requirements before the change in control, (iv) any breach by us of our obligations under the
agreement, (v) any breach by the purchaser under a merger or acquisition agreement pursuant to which
the change in control takes place relating to employee benefits or directors’ and officers’ insurance or
indemnification provisions, or (vi) any reason whatsoever two months after the change in control.

Upon the change of control, the executive officer shall also be entitled to receive a pension benefit
equal to the amount which he would have received under our retirement program had payments to him
under the agreement been treated as covered compensation under the retirement program, which
benefit will be paid in a lump sum using actuarial assumptions and the discount rate which would be
utilized for purposes of funding a plan termination.

If these employment and non-compete agreements had been triggered due to a change in
control on December 31, 2008, the agreements would have provided for the following based on
compensation levels for fiscal year ended 2008: Denis McGlynn, President and Chief Executive Officer—
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(a) $500,000 change in control fee; (b) 60 month extension period paying up to an aggregate of
$1,762,063 over the term of the extension period; and (c) $415,647 for the lump sum pension benefit
calculated on the amounts paid under clauses (a) and (b). Mr. McGlynn’s agreement also requires that
for a 24 month period following a change in control he will provide certain assistance to us with respect
to legislative matters within the State of Delaware. Edward J. Sutor, Executive Vice President and Chief
Operating Officer—(a) $250,000 change in control fee; (b) 24 month extension period paying up to an
aggregate of $610,639 over the term of the extension period; and (c) $126,466 or the lump sum pension
benefit calculated on the amounts paid under clauses (a) and (b). Timothy R. Horne, Senior Vice
President-Finance and Chief Financial Officer and Treasurer—(a) $250,000 change in control fee;

(b) 24 month extension period paying up to an aggregate of $470,000 over the term of the extension
period and (c) $48,580 for the lump sum pension benefit calculated on the amounts paid under

clauses (a) and (b). Klaus M. Belohoubek, Senior Vice President-General Counsel and Secretary—

(a) $250,000 change in control fee; (b) 24 month extension period paying up to an aggregate of
$370,000 over the term of the extension period and (c) $55,333 for the lump sum pension benefit
calculated on the amounts paid under clauses (a) and (b).

To the extent that any of the payments or benefits due to the executive officer constitute an excess
“parachute payment” under the Internal Revenue Code and result in the imposition of an excise tax,
each agreement requires that we pay the executive the amount of such excise tax plus any additional
amounts necessary to place the executive officer in the same after-tax position as he would have been
had no excise tax been imposed. We estimate that the tax gross up that would have been paid to each
executive officer under the agreements in the event the agreements had been triggered due to a change
in control on December 31, 2008 as follows: Denis McGlynn, from $772,782 to $1,264,978; Edward J.
Sutor, $0; Timothy R. Horne, $0; and Klaus M. Belohoubek, from $0 to $261,063. These are estimated
tax gross ups. Each agreement provides that fifty percent of the monthly amount paid during the
extension period is paid in consideration of the executive officer’s non-compete covenants. The
exclusion of these amounts would reduce the calculated amount of excess parachute payments subject
to tax. However, as we are unable to conclude whether the Internal Revenue Service would
characterize all or some of these non-compete payments as reasonable compensation for services
rendered, we have included a range for the tax gross up.

The agreements do not alter the terms of any options or restricted stock awards previously granted
to the executive officers. As noted above under the heading Equity Based Awards, none of our
outstanding options or restricted stock awards contain a change of control provision that would
automatically accelerate the vesting of options or restricted shares in the event of a change of control.

Other Compensation

Other compensation to our executives include employee benefits made available on the same terms
to all of our full-time employees, such as group medical, dental and vision coverage, group life
insurance, pension and a 401(k) savings plan. Pension benefits are described in more detail below
under the heading PENSION BENEFITS. Perquisites offered to our executive officers are fairly modest
compared to those provided to senior executives at other public companies. We provide an automobile
(or an automobile allowance) to Messrs. McGlynn, Sutor and Horne. Other perquisites are noted in
the notes to our SUMMARY COMPENSATION TABLE or are below the threshold for which disclosure
is required.

Three of our executive officers, Denis McGlynn, Timothy R. Horne and Klaus M. Belohoubek
were also executive officers of Dover Motorsports, Inc. in 2008 and receive compensation directly from
Dover Motorsports, Inc. The members of our Compensation and Stock Incentive Committee also
constitute the Compensation and Stock Incentive Committee of Dover Motorsports, Inc. In determining
the compensation for our executive officers, the Committee considers the dual responsibilities of our
executives and sets compensation at such levels such that the aggregate compensation received from
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both companies is reasonable in light of the responsibilities of the executive for each company and the
performance of the executive and the performance of each company. A discussion of the compensation
paid to Messrs. McGlynn, Horne and Belohoubek at Dover Motorsports, Inc. is contained in its annual
proxy statement filed with the Securities and Exchange Commission.

CEO Compensation

Denis McGlynn’s compensation is determined by our Compensation and Stock Incentive
Committee. As is the case with respect to the executive officers, our Chief Executive Officer’s
compensation is based upon both our operating performance and his individual performance. The
CEOQO’s compensation consists of the same three elements identified above with respect to executive
officers: salary, an annual incentive, and, in some years, grants of stock options or other stock based
awards such as restricted stock. The determination of salary and the grant of stock based awards, if
any, are subjective and not based upon any specific formula or guidelines. An annual discretionary
performance based incentive has been established for Denis McGlynn. The incentive for fiscal year
ending 2009 is similar to the incentive established for fiscal year ended 2008. There is no formal
agreement for this discretionary performance incentive. It is based on the following resolution adopted
by our Compensation & Stock Incentive Committee: “RESOLVED, that, effective as of January 1,
2009, the salary for the Chief Executive Officer of the Company shall remain $300,000 per annum and
the determination of a discretionary annual incentive for fiscal year ending 2009 will be dependent
upon an overall favorable evaluation of the Chief Executive Officer’s performance and be calculated as
five percent (5%) of the year over year increase in the Company’s pre-tax earnings, as determined by
this Committee in its sole discretion, including any adjustments for extraordinary or non-recurring items
as the Committee may deem appropriate.” As the performance criteria were not met for fiscal year
ended 2008, no incentive was paid to the CEO for fiscal year ended 2008.

The Compensation Committee Report shall not be incorporated by reference by any general statement
incorporating by reference this Proxy Statement into any filing under the Securities Act of 1933 or under the
Securities Exchange Act of 1934, except to the extent that we specifically incorporate this information by
reference, and shall not otherwise be deemed filed under such acts.

COMPENSATION COMMITTEE REPORT

We have reviewed and discussed the above COMPENSATION DISCUSSION AND ANALYSIS with
management.

Based upon this review and discussion, we have recommended to the Board of Directors that the
COMPENSATION DISCUSSION AND ANALYSIS be included in this Proxy Statement.

Compensation and Stock Incentive Committee
Henry B. Tippie, Chairman
R. Randall Rollins

COMPLIANCE WITH SECTION 16(a) OF THE SECURITIES EXCHANGE ACT

Section 16(a) of the Securities Exchange Act of 1934 requires our officers and directors and
persons who own more than ten percent of a registered class of our equity securities to file reports of
ownership and changes in ownership with the Securities and Exchange Commission. Officers, directors
and greater than ten percent stockholders are required to furnish us with copies of all Section 16(a)
forms they file.

Based on our review of the copies of such forms, we believe that during fiscal year ended
December 31, 2008, all filing requirements applicable to our officers, directors and greater than ten
percent beneficial owners were complied with.
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EXECUTIVE COMPENSATION

Shown below is information concerning the annual compensation for the fiscal years ended

December 31, 2006, 2007 and 2008 of those persons who were, at December 31, 2008:

* our Principal Executive Officer and Principal Financial Officer; and

* our two other most highly compensated executive officers whose total annual salary exceeded
$100,000:

SUMMARY COMPENSATION TABLE

Change in
Pension Value
and
Non-Equity  Nonqualified
Incentive Deferred
Stock Option Plan Compensation  All Other
Salary Bonus  Awards(2) Awards(2) Compensation Earnings(3) Compensation Total

Name and Principal Position (1) Year $) $) $) %) $) %) ($) $)

Denis McGlynn . ........ 2008 $300,000 — $72,857 $22,906 — $ 69,765 — $475,731
President & Chief 2007 $250,000 $ 50,000 $57,092 $35,217 — $ 88,267 — $480,576
Executive Officer 2006 $250,000 $159,650 $41,295 $40,525 — $119,184 — $610,654
{Principal Executive Officer}

Timothy R. Horne . . . . . . .. 2008 $235,000 — $51,873  $17,093 — $ 25,425 — $331,671
Sr. Vice President-Finance, 2007 $225,000 $ 50,000 $39,612 $24,480 — $ 13,873 — $352,965
Treasurer & Chief 2006 $200,000 $ 65,000 $28,328 $27,513 — $ 11,248 — $332,089
Financial Officer
{Principal Financial Officer}

Edward J. Sutor .. ....... 2008 $275,000 — $55,882  $18,940 — $ 77,765 — $433,526
Executive Vice President & 2007 $250,000 $ 50,000 $41,868 $30,020 — $ 52,559 — $424,447
Chief Operating Officer 2006 $240,000 $ 71,278 $28,328 $34,116 — $ 48,241 — $421,963

Klaus M. Belohoubek Sr. . .. 2008 $185,000 — $51,873  $14,667 — $ 28,359 — $283,266
Vice President-General 2007 $175,000 $ 35,000 $39,612 $26,368 — $ 16,798 — $292,778
Counsel & Secretary 2006 $165,000 $ 40,000 $28,328 $39,843 — $ 12,961 — $286,132

(1) Denis McGlynn, Timothy R. Horne and Klaus M. Belohoubek hold the same executive officer titles with Dover
Motorsports, Inc. As noted above in our COMPENSATION DISCUSSION AND ANALYSIS, Messrs. McGlynn,
Belohoubek and Horne are separately compensated by that entity.

(2) These amounts represent the dollar amount recognized for financial reporting purposes for prior year option grants and
current year and prior year grants of restricted Common Stock awarded under our Stock Incentive Plan, all computed in
accordance with SFAS No. 123R. Please refer to Note 8 to our consolidated financial statements contained in our
Form 10-K for the period ending December 31, 2008 for a discussion of the assumptions used in these computations.
When calculating the amounts shown in this table, we have disregarded all estimates of forfeitures. Our Form 10-K has
been included in our Annual Report and provided to our stockholders.

(3) These amounts represent the change during each fiscal year of the actuarial value of accrued pension benefits under our

Pension Plan and Excess Benefit Plan described below under PENSION BENEFITS.
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GRANTS OF PLAN-BASED AWARDS

The shares of Common Stock disclosed in the table below represent grants of restricted Common
Stock under our Stock Incentive Plan awarded in fiscal year 2008 to the executives named in our
SUMMARY COMPENSATION TABLE. All grants of restricted Common Stock vest one-fifth per year
beginning on the second anniversary of the grant date. Restricted shares have full voting and dividend
rights. However, until the shares vest, they cannot be sold, transferred or pledged. Should the executive
leave our employment for any reason prior to the vesting dates (other than due to death or retirement
on or after age 65), the unvested shares will be forfeited. We have not issued any stock options in the
past three fiscal years and have no immediate plans to issue additional stock options.

All Other  All Other

Stock Option

. . Awards: Awards: Grant
EStlII}l:;l(tl&: g‘;tnu_lgqﬁ?g,outs Estlm%flddel:u El:;‘:itl;,ayouts Number of Number of Exercise or Date Fair

: . Shares of  Securities Base Price  Value of
Incentive Plan Awards Incentive Plan Awards Stock or  Underlying of Option  Stock and

Grant Threshold Target Maximum Threshold Target Maximum Units Options Awards Option
Name Date $ $ $ (#) (#) (#) (#) (#) ($/Sh)  Awards(1)
Denis McGlynn . . . .. .. 1/3/08 — — — — 9,000 — — $94,590
Timothy R. Horne . . . .. 1/3/08 — — — — — — 7,000 — — $73,570
Edward J. Sutor. . . . ... 1/3/08 — — — — — — 8,000 — — $84,080
Klaus M. Belohoubek . . . 1/3/08 — — — — — — 7,000 — — $73,570

(1) These amounts represent aggregate grant date fair value for grants of restricted Common Stock awarded in fiscal year 2008 under
our Stock Incentive Plan computed in accordance with SFAS No. 123R. Please refer to Note 8 to our consolidated financial
statements contained in our Form 10-K for the period ending December 31, 2008 for a discussion of assumptions used in this
computation. When calculating the amounts shown in this table, we have disregarded all estimates of forfeitures. Our Form 10-K
has been included in our Annual Report and provided to our stockholders.
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

The table below sets forth details concerning outstanding option awards made in prior years to the
executives named in our SUMMARY COMPENSATION TABLE, including the grant date, the
expiration date, the option exercise price, and the number of shares of Common Stock underlying the
grants both exercisable and unexercisable. As we have not issued any stock options in the past five
fiscal years, the grant dates for all of these options are from fiscal year ended 2003 and earlier. The
table below also sets forth the total number of restricted shares of Common Stock that were granted in
prior years to the executives named in our SUMMARY COMPENSATION TABLE but which have not
yet vested, together with the market value of these unvested shares based on the $3.18 closing price of
our Common Stock on December 31, 2008.

Option Awards Stock Awards
Equity
Incentive
Equity Plan Awards:
Equity Incentive Market or
Incentive Plan Awards: Payout
Plan Awards: Market Number of Value of
Number of Number of = Number of Number  Value of Unearned Unearned
Securities Securities Securities of Shares Shares or Shares, Shares,
Underlying Underlying  Underlying or Units  Units of Units or Units or
Unexercised Unexercised Unexercised Option of Stock Stock That Other Rights Other Rights
Options Options Unearned Exercise Option That Have Have Not That Have That Have
(#) (#) Options Price  Expiration Not Vested  Vested Not Vested  Not Vested
Name Exercisable Unexercisable (#) $) Date(1) (#) $) (#) $)
Denis McGlynn . . . .. 27,260 9,490 — $5.99 5/04/2010(2) 33,400 $106,212 — —
30,000 0 — $7.97 5/01/2010(3)
3,633 7,009 — $6.34  1/02/2011(4)
26,857 0 — $6.34  1/02/2011(5)
Timothy R. Horne ... 18,000 0 — $7.97 5/01/2010(6) 24,000 $ 76,320 — —
25,000 5,000 — $6.34  1/02/2011(7)
Edward J. Sutor . . . .. 27,000 0 — $7.97 5/01/2010(8) 26,000 $ 82,680 — —
17,746 12,254 —_ $6.34 1/02/2011(9)
Klaus M. Belohoubek . . 1,165 0 — $6.11 1/31/2009(10) 24,000 $ 76,320 — —
30,334 0 — $6.11 1/31/2009(11)
22,500 0 — $7.97 5/01/2010(12)
18,749 3,751 — $6.34  1/02/2011(13)

(1) Unless otherwise noted, all options have eight year terms with vesting as follows: one-sixth become exercisable beginning one
year after date of grant and an additional one-sixth becomes exercisable over the succeeding five years. (2) Ten-year options
granted 5/5/2000 with vesting as follows: 27,260 shares currently exercisable; 9,280 shares on 5/5/2009; and 210 shares on 1/1/2010.
(3) Options granted 5/2/2002 and are fully exercisable. (4) Options granted 1/3/2003 with exercisability phasing in as follows: 3,633
currently exercisable; and 7,009 shares on 1/3/2009. (5) Options granted 1/3/2003 and are fully exercisable. (6) Options granted
5/2/2002 and are fully exercisable. (7) Options granted 1/3/2003. (8) Options granted 5/2/2002 and are fully exercisable. (9)
Options granted 1/3/2003 with vesting as follows: 17,746 shares currently exercisable; and 12,254 shares on 1/3/2009. (10) Options
granted 2/1/2001 were fully exercisable on December 31, 2008 but have since expired unexercised. (11) Options granted 2/1/2001
were fully exercisable on December 31, 2008 but have since expired unexercised. (12) Options granted 5/2/2002 and are fully
exercisable. (13) Options granted 1/3/2003 with vesting as follows: 18,749 currently exercisable; and 3,751 shares on 1/3/2009.
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OPTION EXERCISES AND STOCK VESTED
The following table sets forth:

* the number of shares of Common Stock acquired by the executives named in the SUMMARY
COMPENSATION TABLE upon the exercise of stock options during the fiscal year ended
December 31, 2008;

* the aggregate dollar amount realized on the exercise date for such options computed by
multiplying the number of shares acquired by the difference between the market value of the
shares on the exercise date and the exercise price of the options;

e the number of shares of restricted Common Stock acquired by the executives named in the
SUMMARY COMPENSATION TABLE upon the vesting of shares during the fiscal year ended
December 31, 2008; and

* the aggregate dollar amount realized on the vesting date for such restricted stock computed by
multiplying the number of shares which vested by the market value of the shares on the vesting

date.
Option Awards Stock Awards
Number of Number of
Shares Acquired Value Realized Shares Acquired Value Realized

on Exercise on Exercise on Vesting on Vesting
Name #) )] (#) $)
Denis McGlynn . . .................. — — 5,700 $55,641
Timothy R. Horne . . ................ 12,000 $ 27,000 3,900 $38,145
Edward J. Sutor . . .................. 28,354 $ 64,202 3,900 $38,145
Klaus M. Belohoubek . . . ............. 7,875 $ 17,719 3,900 $38,145

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

In conjunction with our spin-off from Dover Motorsports, Inc. (“DVD”) on April 1, 2002, we
entered into various agreements with DVD that addressed the allocation of assets and liabilities
between the companies and that define the companies’ relationship after the separation. These include
the Real Property Agreement, the Transition Support Services Agreement, and the Tax Sharing
Agreement. Patrick J. Bagley, Kenneth K. Chalmers, Denis McGlynn, Jeffrey W. Rollins, John W.
Rollins, Jr., R. Randall Rollins and Henry B. Tippie are all Directors of both companies. Denis
McGlynn, Klaus M. Belohoubek and Timothy R. Horne are executive officers of both companies.

The Real Property Agreement governs certain leases and easements affecting our Dover, Delaware
facility. Under the Transition Support Services Agreement, each company provides to the other certain
administrative and operational services. The agreement may be terminated in whole or in part 90 days
after the request of the party receiving the services or 180 days after the request of the party providing
the services. The Tax Sharing Agreement provides for, among other things, the treatment of income tax
matters for periods beginning before and including the date of the spin-off and any taxes resulting from
transactions effected in connection with the spin-off.

During the year ended December 31, 2008, we allocated costs of $2,104,000 to DVD for certain
administrative and operating services, and DVD allocated costs of $295,000 to us. The allocations were
based on an analysis of each company’s share of the costs. In connection with DVD’s 2008 NASCAR
event weekends at Dover International Speedway, we provided certain services for which DVD was
invoiced $1,237,000. DVD invoiced us $434,000 for our rental of a skybox suite, tickets and other
services to the 2008 events. The net costs incurred by each company for these services are not
necessarily indicative of the costs that would have been incurred if the companies had been unrelated
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entities and/or had otherwise independently managed these functions; however, management believes
that these costs are fair and reasonable.

Our use of DVD’s 5/8 mile harness racing track is under an easement granted to us by DVD
which does not require the payment of any rent. Under the terms of the easement we have exclusive
use of the harness track during the period beginning November 1 of each year and ending April 30 of
the following year, together with set up and tear down rights for the two weeks before and after such
period. The harness track is located on property owned by DVD and is on the inside of DVD’s
one-mile motorsports superspeedway. Our indoor grandstands are used by DVD at no charge in
connection with DVD’s motorsports events. DVD also leases their principal executive office space from
us. Various easements and agreements relative to access, utilities and parking have also been entered
into between DVD and us relative to our respective Dover, Delaware facilities.

Our Chairman, Henry B. Tippie, controls in excess of fifty percent of our voting power. Please
refer to the above discussion under the heading, CORPORATE GOVERNANCE AND BOARD OF
DIRECTORS’ COMMITTEES AND MEETINGS—Controlled Corporation Status. Mr. Tippie also
controls in excess of fifty percent of DVD’s voting power.

Our Code of Business Conduct and Ethics for Directors and Executive Officers and Related Party
Transactions Policy provides that related party transactions, as defined in Regulation S-K, Item 404(a),
must be reviewed, approved and/or ratified by our Nominating and Corporate Governance Committee.
As set forth in our Code, our Nominating & Corporate Governance Committee has the responsibility
to ensure that it only approve or ratify related party transactions that are in compliance with applicable
law, consistent with our corporate governance policies (including those relative to conflicts of interest
and usurpation of corporate opportunities) and on terms that are deemed to be fair to us. The
Committee has the authority to hire legal, accounting, financial or other advisors as it may deem
necessary or desirable and/or to delegate responsibilities to our executive officers in connection with
discharging its duties. A copy of the Code is available at our website (www.doverdowns.com) under the
heading Investor Relations. All related party transactions for fiscal year ended December 31, 2008 were
reviewed, approved and/or ratified by the Nominating & Corporate Governance Committee in
accordance with the Code.

PENSION BENEFITS

We maintain a non-contributory qualified defined benefit plan, referred to as the Pension Plan. All
of our full time employees are eligible to participate in the Pension Plan. Up to September 30, 1989,
retirement benefits were equal to the sum of from 1% to 1.8% of an employee’s annual cash
compensation for each year of service to age 65. Commencing October 1, 1989 and thereafter,
retirement benefits are equal to the sum of 1.35% of earnings up to covered compensation, as that
term is defined in the Pension Plan, and 1.7% of earnings above covered compensation. Pensionable
earnings include regular salaries or wages, commissions, bonuses, overtime earnings and short-term
disability income protection benefits.

Retirement benefits are not subject to any reduction for Social Security benefits or other offset
amounts. An employee’s benefits may be paid in certain alternative forms having actuarially equivalent
values. Retirement benefits are fully vested after the completion of five years of credited service or, if
earlier, upon reaching age 55.

We also maintain a non-qualified, defined benefit plan, referred to as the Excess Benefit Plan,
which provides benefits that would otherwise be provided under the qualified pension plan but for
maximum benefit and compensation limits applicable under federal tax law.
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The percentage of benefit paid under the Pension Plan and Excess Benefit Plan is reduced

depending on the age at which benefits begin as follows:

Age Benefits Begin Percentage of Benefit Paid
64 100
63 100
62 100
61 95
60 90
59 85
58 80
57 75
56 70
55 65

The following executives were eligible for early retirement under these plans based on their age at

December 31, 2008: Denis McGlynn, age 62; and Edward J. Sutor, age 58.

The following table sets forth the following information relative to the Pension Plan and the
Excess Benefit Plan for each of the executives named in the SUMMARY COMPENSATION TABLE:

* The number of years of service credited to the executive under the plans;

* The actuarial present value of the executive’s accumulated benefit under the plans; and

* The dollar amount of any payments and benefits paid to the executive during the fiscal year

ended December 31, 2008.

None of these executives have since the inception of the Pension Plan and the Excess Benefit Plan

received any payments or had any benefits paid under either plan.

PENSION BENEFITS

Present Value of

Number of Years Accumulated Payments During
Credited Service Benefit(1) Last Fiscal Year
Name Plan Name )] )]
Denis McGlynn . ........... Pension Plan 7 $256,806 —
Excess Benefit Plan $163,180
Timothy R. Horne . ......... Pension Plan 7 $ 69,307 —
Excess Benefit Plan $ 8,830
Edward J. Sutor . . . ......... Pension Plan 9 $264,186 —
Excess Benefit Plan $ 61,955
Klaus M. Belohoubek . .. ... .. Pension Plan 7 —

Excess Benefit Plan

$ 97,505

(1) The actuarial present value of the executive’s accumulated benefit under the Pension Plan or the
Excess Benefit Plan is computed as of the measurement date used for financial statement reporting
purposes and the valuation method and material assumptions applied are set forth in Note 7 to
our consolidated financial statements contained in our Form 10-K for the period ending
December 31, 2008. The calculation uses an assumed retirement age of 62 since this represents the
earliest age at which unreduced benefits can commence under the plans. Our Form 10-K has been
included in our Annual Report and provided to our stockholders. Mr. Sutor had assets transferred

to the Pension Plan from a previous employer.

28



We also maintain a deferred compensation plan pursuant to section 401(k) of the Internal
Revenue Code for all of our full-time employees who have completed ninety (90) days of service.
Covered employees may contribute up to 15% of their compensation for each calendar year. We
contribute up to 100% of the first $250 of compensation contributed by any covered employee to the
plan. An employee’s maximum annual contribution to the plan beginning in 2009 is $16,500 for
employees under age 50 and $22,000 for employees over age 50. All contributions are funded by us
currently.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Our Board of Directors has not selected or recommended the name of an independent registered
public accounting firm for approval or ratification by the stockholders. Our Board of Directors believes
that it will be in our and your best interests if it is free to make such determination based upon all
factors that are then relevant.

KPMG LLP served as our independent registered public accounting firm for the fiscal year ended
December 31, 2008. A representative of KPMG LLP will be present at the Annual Meeting and will
have the opportunity to make a statement should the representative so desire. The representative also
will be available to answer appropriate questions from stockholders.

During the fiscal year ended December 31, 2008, KPMG LLP’s services rendered to us primarily
consisted of auditing our consolidated financial statements and the effectiveness of our internal control
over financial reporting, as well as performing quarterly reviews of the nature described in SAS
No. 100, Interim Financial Information.

AUDIT AND NON-AUDIT FEES

The following table sets forth fees for services KPMG LLP provided during fiscal years 2008
and 2007:

2008 2007
Audit fees(l) ... ..o $395,000 $388,000
Audit-related fees . ... ... ... . — —
Tax fees . . ..o e — —
All other fees . .. ... . . e — —
Total . ... e $395,000 $388,000

(1) Represents fees for professional services provided in connection with the audit of our
annual consolidated financial statements, the effectiveness of our internal control over
financial reporting and review of our quarterly consolidated financial statements.

The Audit Committee has determined that the provision of non-audit services by KPMG LLP is
compatible with maintaining KPMG LLP’s independence. In accordance with its charter, the Audit
Committee approves in advance all audit and non-audit services to be provided by KPMG LLP. In
other cases, the Chairman of the Audit Committee has the delegated authority from the Committee to
pre-approve certain additional services, and such pre-approvals are communicated to the full
Committee at its next meeting. During the fiscal years ended December 31, 2008 and 2007,

KPMG LLP did not provide to us any non-audit services.
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STOCKHOLDER PROPOSALS

Appropriate proposals of eligible stockholders intended to be presented at our next Annual
Meeting of Stockholders must be received by us no later than December 1, 2009 for inclusion in the
Proxy Statement and form of proxy relating to that meeting. An eligible stockholder must be a record
or beneficial owner of at least one percent (1%) or $2,000 in market value of securities entitled to be
voted at the meeting, must have held such securities for at least one year, and must continue to hold
the securities through the date of the meeting. Proposals must comply with Securities and Exchange
Commission regulations regarding inclusion of shareholder proposals in company-sponsored proxy
materials. Stockholders are also advised to review our By-Laws, which contain additional requirements,
including the need to provide advance notice of stockholder proposals and Director nominations.
Under our By-Laws, in order for a stockholder to properly bring business before the meeting, the
stockholder must have given timely notice thereof in writing to our Secretary. To be timely, the
stockholder’s notice must be in writing, delivered or mailed by first class United States mail, postage
prepaid, to our Secretary and received not less than ninety days prior to the anniversary of the prior
year’s annual meeting of stockholders. Such notice may be addressed to Klaus M. Belohoubek, Senior
Vice President-General Counsel and Secretary, 3505 Silverside Road, Plaza Centre Building, Suite 203,
Wilmington, DE 19810, and shall set forth as to each matter the stockholder proposes to bring before
the meeting (a) a brief description of the business desired to be brought before the meeting, (b) as to
the stockholder giving such notice (i) the name and address, as they appear on our stock ledger, of
such stockholder, (ii) the class and number of our shares which are beneficially owned by such
stockholder, and (iii) if the stockholder intends to solicit proxies in support of such stockholder’s
proposal, a representation to that effect; and (c) any material interest of the stockholder in such
business. For Director nominations, please refer to CORPORATE GOVERNANCE AND BOARD OF
DIRECTORS’ COMMITTEES AND MEETINGS—Director Nominations above.

ANNUAL REPORT

Our Annual Report as of and for the year ended December 31, 2008 is being provided to you with
this Proxy Statement. The Annual Report includes our Form 10-K (without exhibits). The Annual
Report is not considered proxy soliciting material.

FORM 10-K

On written request of any record or beneficial stockholder, we will provide, free of charge, a copy
of our Annual Report on Form 10-K for the year ended December 31, 2008, which includes our
consolidated financial statements. Requests should be made in writing and addressed to: Timothy R.
Horne, Senior Vice President-Finance, Treasurer and Chief Financial Officer, Dover Downs Gaming &
Entertainment, Inc., PO. Box 1412, Dover, DE 19903. We will charge reasonable out-of-pocket expenses
for the reproduction of exhibits to Form 10-K should a stockholder request copies of such exhibits.

OTHER MATTERS

Our Board of Directors knows of no business other than the matters set forth herein which will be
presented at the meeting. Since matters not known at this time may come before the meeting, the
enclosed proxy gives discretionary authority with respect to such matters as may properly come before
the meeting and it is the intention of the persons named in the proxy to vote in accordance with their
judgment on such matters.

By Order of the Board of Directors

Klaus M. Belohoubek
Senior Vice President—General Counsel and Secretary

Dover, Delaware
March 30, 2009
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