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December 22, 2008 

Company Report   
 

CENTURY CASINOS, INC. (NNM: CNTY) 
 

AGREES TO SELL SOUTH AFRICAN CASINOS; PRO 
FORMA COMPANY IS NET DEBT FREE AND TRADES AT 
LESS THAN 3X EBITDA 
 

• Century Casinos has agreed to sell its South African 
subsidiary for 460 million Rand ($48 million). 

• Net proceeds, after debt repayment and certain cap-ex 
adjustments, are expected to be 357 million Rand ($37 
million). 

• We view this sale positively, as it would significantly 
improve the balance sheet and would place the 
company in the enviable position of being net debt 
free. 

• We estimate the pro forma company would generate 
annual EBITDA of $11 million.  At current price 
levels, the pro forma company would have an 
enterprise value below $30 million, implying a 
multiple of 2.6x EBITDA. 

• Century Casinos Africa owns 100% of the Caledon 
Hotel & Casino and 60% of Century Casino 
Newcastle.  Property level EBITDA for these two 
casinos was approximately 75 million Rand.  
Consolidated EBITDA, after corporate expense, was 
approximately 54 million Rand. 

• We estimate an effective purchase multiple of 7.7x 
EBITDA. 

• The company plans to recognize the sale through its 
Mauritius subsidiary, meaning there should not be any 
capital gains taxes payable. 

• We expect the company to use the proceeds for the 
following purposes: (1) fully repay its South African 
debt, (2), fully repay its Cripple Creek debt, (3) 
partially repay its Central City debt, and (4) evaluate 
share repurchases. 

• The transaction is expected to close in the first half of 
2009. 

• We reiterate our BUY rating and our $3.00 target 
price, based on 6.5x our 2009 EBITDA estimate.   
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Fiscal Year Ends Dec 
Rating: Buy 
Price: $1.30 
Price Target: $3.00 
52-wk Range: $0.60-$6.45 
Market Capitalization (M): $30.6 
Shares Outstanding (M): 23.5 
Assets (M): $161.6 
Avg. Daily Vol. (000): 68.2 
Dividend: $0.00 
Dividend Yield: N/A 
Debt/Total cap: 29.3% 
Net Debt: $41.0 
Enterprise Value: $71.6 
Book Value/Share: $4.04 
 

Earnings Summary 
FYE Dec 2007A 2008E 2009E 
FY EV/Revenue: 0.8x 0.8x 0.9x 
FY EV/EBITDA: 3.4x 4.0x 4.1x 
P/E Ratio: 5.6x 11.5x 31.5x 
     
Revenue (M): Q1 $21.1 $21.0 $19.2 
 Q2 $22.7 $21.5 $19.7 
 Q3 $24.5 $21.9 $20.7 
 Q4 $23.2 $20.0 $19.8 
 Year $91.5 $84.4 $79.4 
     
EBITDA (M): Q1 $5.2 $4.4 $3.8 
 Q2 $4.6 $4.6 $4.4 
 Q3 $5.9 $4.9 $4.8 
 Q4 $5.2 $4.3 $4.2 
 Year $20.9 $18.1 $17.3 
     
EPS: Q1 $0.06 $0.02 ($0.01) 
 Q2 $0.04 $0.04 $0.02 
 Q3 $0.08 $0.05 $0.03 
 Q4 $0.04 $0.00 $0.00 
 Year $0.23 $0.11 $0.04 
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Century Casinos, Inc. Quarterly Income Statement 
Mar-07 Jun-07 Sep-07 Dec-07 Mar-08 Jun-08 Sep-08 Dec-08 Mar-09 Jun-09 Sep-09 Dec-09

Net Revenue 2006 1Q:07 2Q:07 3Q:07 4Q:07 2007 1Q:08 2Q:08 3Q:08 4Q:08E 2008E 1Q:09E 2Q:09E 3Q:09E 4Q:09E 2009E

Womacks (Colorado) 16.3 4.1 4.4 5.0 3.2 16.7 2.9 2.9 3.1 1.9 10.7 1.7 1.8 2.5 1.8 7.8

Caledon (South Africa) 18.3 4.4 4.4 4.5 4.8 18.1 4.2 4.1 4.0 3.7 16.0 3.6 3.5 3.5 3.5 14.1

Cruise Ships & Prague Casino 4.2 1.4 1.2 1.2 1.2 5.0 1.2 1.3 1.5 1.2 5.2 1.2 1.2 1.2 1.2 4.8

Central City (Colorado) 8.6 4.5 5.1 6.0 4.8 20.4 4.4 4.6 4.7 3.9 17.6 4.4 4.7 5.0 4.2 18.2

Edmonton 2.3 4.2 4.5 4.9 5.7 19.3 5.6 5.8 5.7 6.1 23.1 5.7 5.9 5.8 6.1 23.5

Newcastle (South Africa) 6.2 2.7 3.1 2.9 3.4 12.0 2.7 2.9 3.0 3.2 11.8 2.6 2.7 2.8 3.0 11.1

Corporate 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other 0.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

   Total Net Revenue 56.3 21.1 22.7 24.5 23.2 91.5 21.0 21.5 21.9 20.0 84.4 19.2 19.7 20.7 19.8 79.4

EBITDA

Womacks (Colorado) 6.1 1.3 1.7 1.8 0.6 5.4 0.3 0.4 0.6 0.2 1.5 0.2 0.3 0.5 0.2 1.1

Caledon (South Africa) 7.5 1.6 1.8 1.9 1.8 7.1 1.5 1.4 1.3 1.3 5.4 1.3 1.2 1.1 1.2 4.8

Cruise Ships & Prague Casino 0.6 0.3 (0.0) 0.2 0.0 0.5 0.1 0.1 0.2 0.1 0.5 0.1 0.1 0.1 0.1 0.4

Central City (Colorado) (0.4) 1.1 1.1 1.8 1.0 4.9 0.8 1.2 1.2 0.7 4.0 0.8 1.2 1.3 0.8 4.2

Edmonton (1.1) 1.0 1.2 1.5 2.0 5.7 1.9 2.3 2.1 2.3 8.6 2.0 2.4 2.3 2.5 9.1

Newcastle (South Africa) 1.9 0.9 1.1 0.7 1.3 4.0 0.9 0.9 1.0 1.2 4.0 0.9 0.9 1.0 0.9 3.7

Corporate (incl. Casinos Poland) (0.9) (0.9) (2.2) (2.0) (1.6) (6.7) (1.1) (1.7) (1.5) (1.5) (5.8) (1.4) (1.5) (1.5) (1.5) (6.0)

Other (0.1) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

   EBITDA 13.6 5.2 4.6 5.9 5.2 20.9 4.4 4.6 4.9 4.3 18.1 3.8 4.4 4.8 4.2 17.3

Depreciation (4.7) (2.0) (2.3) (2.0) (2.3) (8.6) (2.3) (2.3) (2.4) (2.4) (9.3) (2.4) (2.4) (2.4) (2.4) (9.6)

Operating Income 8.8 3.2 2.3 3.9 2.9 12.2 2.1 2.2 2.5 1.9 8.8 1.4 2.0 2.4 1.8 7.7

Interest Expense (2.3) (1.7) (1.3) (1.6) (1.4) (5.9) (1.5) (1.3) (1.2) (1.4) (5.3) (1.4) (1.4) (1.4) (1.4) (5.6)

Other 0.0 0.0 0.0 (0.1) 0.1 0.0 0.0 (0.0) (0.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Stock Compensation Expense 0.0 0.0 0.0 (0.4) (0.4) (0.9) (0.3) (0.3) (0.3) (0.2) (1.2) (0.2) (0.2) (0.2) (0.2) (0.8)

Earnings before Taxes 6.5 1.5 1.0 1.8 1.1 5.5 0.3 0.6 1.0 0.3 2.2 (0.2) 0.4 0.8 0.2 1.3

Income Taxes (0.1) (0.3) (0.3) (0.0) 0.0 (0.7) 0.4 0.3 0.3 0.1 1.1 (0.0) 0.1 0.2 0.0 0.3

Income after Taxes 6.4 1.2 0.7 1.8 1.1 4.8 0.7 0.9 1.3 0.3 3.2 (0.2) 0.5 1.0 0.2 1.5

Minority Interest 1.5 0.3 0.3 0.2 (0.1) 0.7 (0.1) (0.1) (0.1) (0.2) (0.5) (0.1) (0.1) (0.2) (0.1) (0.5)

Income Available to Shareholders 7.9 1.5 1.0 1.9 1.0 5.6 0.5 0.8 1.2 0.1 2.7 (0.3) 0.4 0.8 0.1 1.0

Extraordinary Items 0.0 0.0 0.0 0.0 (0.6) (0.6) 0.0 0.0 (15.4) 0.0 (15.4) 0.0 0.0 0.0 0.0 0.0

Net Income 7.9 1.5 1.0 1.9 0.4 4.9 0.5 0.8 (14.2) 0.1 (12.7) (0.3) 0.4 0.8 0.1 1.0

Diluted EPS (Before Extras) 0.33$    0.06$    0.04$    0.08$    0.04$    0.23$    0.02$    0.04$    0.05$    0.00$    0.11$    (0.01)$   0.02$    0.03$    0.00$    0.04$    

Reported EPS 0.33$    0.06$    0.04$    0.08$    0.02$    0.21$    0.02$    0.04$    (0.60)$   0.00$    (0.54)$   (0.01)$   0.02$    0.03$    0.00$    0.04$    

Wtd. Avg. Shares Out. (Diluted) 23.7 24.0 23.9 23.8 23.8 23.9 23.6 23.6 23.5 23.5 23.6 23.5 23.5 23.5 23.5 23.5  
 

 

Source:  Company reports and Sterne, Agee & Leach, Inc. estimates. 
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Century Casinos, Inc. Quarterly Balance Sheet 
ASSETS Dec-04 Dec-05 Mar-06 Jun-06 Sep-06 Dec-06 Mar-07 Jun-07 Sep-07 Dec-07 Mar-08 Jun-08 Sep-08

Cash & equivalents 8.4 37.2 28.4 27.5 32.0 35.0 16.8 14.2 18.2 17.9 13.1 9.4 8.3

Restricted Cash 0.7 0.9 1.0 1.9 1.9 2.4 2.1 2.2 2.3 0.1 0.1 0.1 0.1

Accounts Receivable 0.2 0.3 0.5 0.9 0.7 0.9 0.9 0.8 1.1 0.8 0.8 0.8 0.6

Prepaid Expenses 0.4 0.5 0.5 1.0 0.9 1.2 1.3 1.4 1.5 1.2 1.1 1.2 1.0

Inventory 0.2 0.2 0.2 0.3 0.3 0.4 0.5 0.5 0.5 0.4 0.4 0.6 0.5

Other Current Assets 0.0 0.9 7.6 0.8 0.7 1.1 0.5 0.5 0.5 0.4 0.4 0.5 0.5

Deferred Income Taxes 0.2 0.1 0.1 0.1 0.2 0.2 0.2 0.3 0.2 0.2 0.2 0.4 0.5

  Current Assets 10.2 40.1 38.3 32.5 36.7 41.2 22.4 19.8 24.2 21.1 16.3 12.9 11.6

Property and Equipment, Net 48.6 69.6 83.2 103.4 114.3 124.6 123.9 129.2 130.9 131.9 124.5 124.6 119.8

Goodwill, Net 8.8 8.7 13.3 18.7 18.3 12.3 12.3 12.7 13.0 15.2 14.9 15.0 5.4

Investment in Casinos Poland 0.0 0.0 0.0 0.0 0.0 0.0 9.4 9.8 10.4 12.0 13.6 14.4 13.1

Casino License Acquisition Costs, Net 2.2 1.8 1.9 2.3 2.1 9.3 10.1 10.5 10.4 10.8 9.1 9.5 8.9

Deferred Income Taxes 0.2 0.4 0.4 0.5 0.5 3.9 4.0 4.2 4.5 4.3 5.0 5.6 0.1

Equity Investment in Unconsolidated Subsidiary 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other Assets 1.1 2.9 2.7 7.3 7.7 6.5 2.0 1.9 1.8 2.8 2.8 2.7 2.6

  Total Assets 71.2 123.6 139.7 164.7 179.6 197.9 184.1 188.0 195.3 198.1 186.2 184.7 161.6

LIABILITIES & STOCKHOLDER'S EQUITY

Current Portion of Long-Term Debt 2.5 1.8 1.9 3.6 6.0 20.7 9.4 10.8 11.0 8.7 7.9 8.5 9.9

Accounts Payable and Accrued Liabilities 3.5 5.5 9.6 10.9 9.2 10.6 7.0 7.3 8.6 9.4 9.5 7.4 6.6

Accrued Payroll 1.4 1.1 0.8 1.3 1.7 2.2 1.8 2.0 2.4 2.2 2.1 2.1 2.4

Income Taxes Payable 0.8 1.2 1.6 1.1 1.0 2.5 4.0 2.2 2.6 3.5 3.5 2.7 2.4

   Current Liabilities 8.3 9.6 13.9 17.0 17.9 36.0 22.2 22.3 24.7 23.9 22.9 20.6 21.4

Long Term Debt 18.0 17.9 29.2 45.7 55.6 56.0 55.0 55.2 54.1 55.9 47.9 45.3 39.5

Other 0.2 0.2 0.2 0.8 5.5 0.0 1.5 1.5 1.5 0.5 0.4 0.4 0.4

Minority Interest 4.4 4.4 2.3 6.2 5.6 5.4 4.9 4.8 5.6 5.8 5.1 5.4 5.2

  Total Liabilities 30.8 32.2 45.6 69.8 84.6 97.4 83.6 83.8 85.9 86.1 76.4 71.8 66.5

Stockholder's Equity 40.4 91.3 94.1 94.9 95.0 100.4 100.5 104.2 109.3 112.0 109.8 112.9 95.2

Total Liabilities and Equity 71.2 123.6 139.7 164.7 179.6 197.9 184.1 188.0 195.3 198.1 186.2 184.7 161.6  
 
 

Source:  Company reports and Sterne, Agee & Leach, Inc. estimates. 



Leisure & Entertainment  December 22, 2008 

 

 

Appendix Section, Page I 

APPENDIX SECTION 
 

IMPORTANT DISCLOSURES: 
 

Price Target Risks & Related Risk Factors: 
 
Investment risks associated with the achievement of the price target include, but are not limited to, a company's failure to 
achieve Sterne, Agee & Leach, Inc., earnings and revenue estimates; unforeseen macroeconomic and/or industry events 
that adversely affect demand for a company's products or services; product obsolescence; changes in investor sentiment 
regarding the specific company or industry; intense and rapidly changing competitive pressures; the continuing 
development of industry standards; the company's ability to recruit and retain competent personnel; adverse market 
conditions, and negative regulatory and licensing environments.  For a complete discussion of the risk factors that could 
affect the market price of a company's shares, refer to the most recent Form 10-Q or 10-K that a company has filed with 
the Securities Exchange Commission. 
 

Valuation Methodology: 
 
Methodology for assigning ratings and target prices includes qualitative and quantitative factors including an assessment 
of industry size, structure, business trends and overall attractiveness; management effectiveness; competition; visibility; 
financial condition; and expected total return, among other factors. These factors are subject to change depending on 
overall economic conditions or industry or company-specific occurrences. Sterne, Agee & Leach, Inc., analysts in the 
Leisure and Entertainment Sector base valuations on a combination of forward looking price to earnings multiples, price 
to revenue multiples, and enterprise-value-to-EBITDA ratios. EBITDA is defined as earnings before interest, taxes, 
depreciation, and amortization, and is used to gauge the viability of a company to service debt.  Sterne, Agee & Leach, 
Inc. believes this accurately reflects the strong absolute value of earnings, the strong earnings growth rate, the inherent 
profitability, and adjusted balance sheet factors.  
 

Regulation Analyst Certification: 
I, Nicholas A. Danna, IV, hereby certify the views expressed in this research report accurately reflect my personal views 
about the subject security(ies) or issuer(s).  I further certify that no part of my compensation was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by me in this report. 

 

Sterne, Agee & Leach, Inc. Disclosure Legend as of December 22, 2008: 
 

Company Disclosure(s) – See Below 

Century Casinos, Inc. (CNTY - NNM): 1 
 

1. Sterne, Agee & Leach, Inc. makes a market in the shares of the subject company. 
2. Sterne, Agee & Leach, Inc. has, over the past 12 months, managed or co-managed a public securities 

offering or provided other investment banking services for the subject company. 
3. Sterne, Agee & Leach, Inc. has various security accounts open for the subject company. 
4. Sterne, Agee & Leach, Inc. provides administration for 401(k) plans for the subject company. 

5. Sterne Agee Financial Services, Inc. has clearing agreements with the subject company. 
6. The analyst who wrote this report owns a position in the subject company. 

 
Sterne, Agee & Leach, Inc.’s research analysts receive compensation that is based upon various factors, including Sterne, 
Agee & Leach, Inc.’s total revenues, a portion of which is generated by investment banking activities. 
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Definition of Investment Ratings: 
 
BUY:   We expect this stock to outperform the industry over the next 12 months. 
NEUTRAL:  We expect this stock to perform in line with the industry over the next 12 months. 
SELL:   We expect this stock to underperform the industry over the next 12 months. 
RESTRICTED: Restricted list requirements preclude comment. 
 

Ratings Distribution: 
Of the securities rated by Sterne, Agee & Leach, Inc., as of September 30, 2008, 43.4% had a BUY rating, 47.3% had a 
NEUTRAL rating, 9.4% had a SELL rating, and 0% was RESTRICTED.  Within those ratings categories, 3.6% of the 
securities rated BUY, 2.5% rated NEUTRAL, 0% rated SELL, and 0% rated RESTRICTED received investment banking 
services from Sterne, Agee & Leach, Inc., within the 12 months preceding September 30, 2008. 
 
ADDITIONAL INFORMATION AVAILABLE UPON REQUEST:  Contact Robert Hoehn at 1-212-338-4731. 

 
Other Disclosures: 

 

Opinions expressed are our present opinions only.  This material is based upon information that we consider reliable, but 

we do not represent that it is accurate or complete, and it should not be relied upon as such.  Sterne, Agee & Leach, Inc., 

its affiliates, or one or more of its officers, employees, or consultants may, at times, have long or short or options 

positions in the securities mentioned herein and may act as principal or agent to buy or sell such securities.   

 

Copyright © 2008 Sterne, Agee & Leach, Inc.  All Rights Reserved. 
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Miko Tam (212) 763-8252 

Scott Tashman (212) 763-8256 

Ray Wardell (212) 763-8272 

Jason Scott (212) 763-8215 

 

SAN FRANCISCO 

Ravi Sadarangani (415) 954-7125 

Tom Cervantez (415) 954-7115 

 

INVESTMENT BANKING 
 
Mark Behrman, Mng Dir, Head of Inv Banking (212) 763-8286 Steven Miller, Mng Dir, Head of Fin Inst Grp (212) 763-8288 

Kimberlee Taylor, Admin. Asst. (212) 338-4715 

 

 

FINANCIAL INSTITUTIONS GROUP 

Michael J. O’Boyle, Mng. Dir. (205) 949-3592 

D. Timothy Speegle, SVP  (205) 380-1720 

John McCrory, SVP (205) 949-3664 

 

NON-BANK FINANCIALS 

David Maughan, Mng. Dir. (212) 763-8234 

Norman Chaleff, SVP (212) 763-8263 

Jeffrey W. Prochnow, CFA, SVP (402) 778-5054 

 

 

 

NON-FINANCIALS 

David Bain, Mng. Dir. – Gaming & China (949) 271-6651 

Sherry Yin, Associate – Gaming & China (949) 721-6651 

John Bolebruch, Mng. Dir. – Industrials (212) 338-4716 

Richard Cunniffe, SVP – Industrials (212) 338-4713 

W. Barry McRae, Mng. Dir. - Energy (205) 949-3555 

Dru Walsh, Associate - Energy (205) 949-3650 

Will Brooke, Analyst (212) 763-8278 

 

EQUITY SYNDICATE 

Craig B. Jampol, Mng. Dir. (212) 338-4708 

 



 

Email Address for Sterne Agee Employees:  first initial + last name@sterneagee.com (e.g., jsmith@sterneagee.com) 

LOCATIONS 
 

 
Corporate Headquarters 

800 Shades Creek Parkway 

Suite 700 
Birmingham, AL 35209 

(205) 949-3500        (800) 239-2408 

(205) 802-1414 fax 

 

 

OTHER LOCATIONS 
 

3475 Lenox Road 

Suite 800 

Atlanta, GA  30326 

(404) 365-9630 

(404) 812-3097 fax 

 

 

265 Franklin Street 

 Suite 310 

Boston, MA  02110 

(617) 478-5000 
(800) 836-4616 

(617) 443-0310 fax 

 

 

123 N. Wacker Drive 

Suite 1250 

Chicago, IL  60606 

(312) 525-8440 

(800) 966-0815 

(312) 525-8438 fax 

 

 

1201 Elm Street 

Suite 4241 

Dallas, TX  75270 

(214) 571-4420  

(800) 666-9174 

(214) 571-4445 fax 

 

411 East Wisconsin Ave 

Suite 1260 

Milwaukee, WI  56202 

(414) 918-7954 

(866) 827-8625 

(414) 226-0267 fax 

 

 

7701 France Ave. South 

Suite 200 

Minneapolis, MN  55435 

(952) 841-6410 

(800) 949-4102 

 

 

639 Loyola Ave 

 Suite 200 

New Orleans, LA  70113 

(504) 299-1021 

(888) 978-3763 

(504) 299-0956 fax 

 

 

2 Grand Central Tower 

140 East 45th Street 

18th Floor 

New York, NY  10017 

(212) 763-8224 

(800) 966-0814 

(212) 763-8201 fax 

 

 

620 Newport Center Dr. 

Suite 1100 
Newport Beach, CA  92660 

(949) 721-6651 

(949) 721-6652 fax 

 

 

2 Union Street 

Suite 403 

Portland, ME  04101 

(207) 699-5800 

(207) 699-5888 fax 

 

 

5609 Patterson Avenue 

Suite B 

Richmond, VA  23226 

(804) 521-3224 

(804) 521-3199 fax 

 

 

1001 Craig Road 

Suite 330 
St. Louis, MO  63146 

(314) 872-2125 

(314) 872-2126 fax 

 

 

1750 Montgomery Street 

Suite 134 
San Francisco, CA  94111 

(415) 954-7125 

(415) 391-7784 fax 
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