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Las Vegas, NV 39 287,000 84,000 2,084 51 1,014 5 5 — — — 1,900 7/76

Las Vegas, NV 46 337,000 89,000 2,988 44 300 5 7 11 — Yes 1,900 8/94

North Las Vegas, NV 47 568,350 102,300 2,999 40 200 5 8 18 60 Yes 3,500 7/95

Henderson, NV 105 428,000 110,000 3,059 55 467 7 8 13 — Yes 2,900 6/97

Las Vegas, NV 38 366,000 85,000 1,840 27 200 3 — — 60 — — 10/00

Henderson, NV 40 435,000 55,000 2,531 42 200 6 6 10 — — 2,000 12/01

North Las Vegas, NV 25 170,000 70,000 1,850 24 100 5 3 — — — 1,000 1/01

Henderson, NV 46 190,000 42,000 1,450 26 224 6 3 — — — — 1/01

Las Vegas, NV 19 16,000 12,500 248 7 260 1 — — — — — 7/98

Henderson, NV — 26,000 10,000 199 9 — 1 — — — — — 1/96

Las Vegas Metro Area — N/A N/A 790 N/A N/A N/A N/A N/A N/A N/A N/A 12/90

405 2,823,350 659,800 20,038 325 2,965 44 40 52 120 — 13,200
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*Adjusted for Sunset Equipment Lease

(1)

Transition
Fiscal Years Ended December 31, Period Fiscal Years Ended March 31,

2000 1999 1998(3) 1998 1997

Statement of Operations Data:
Net revenues $ 991,678 $ 942,469 $ 642,214 $769,610 $ 583,515
Operating income before 

nonrecurring items(1) $ 210,501 $ 166,306 $ 94,707 $ 95,052 $ 89,943
Operating income $ 242,812 $ 28,871 $ 64,696 $ 84,186 $ 58,123
Net income (loss) applicable 

to common stock $ 93,505 $ (44,758) $ (17,531) $ (12,441) $ 6,518
Earnings (loss) per common share $ 1.48 $ (0.76) $ (0.33) $ (0.23) $ 0.12
EBITDA, As Adjusted(2) $ 273,847 $ 236,970 $ 147,682 $162,466 $ 136,548
EBITDA, As Adjusted(2), adjusted

for the Sunset equipment lease $ 273,847 $ 242,890 $ 154,186 $168,708 $ 136,548
Weighted average common 

shares outstanding 63,116 58,692 52,968 52,964 52,974

Balance Sheet Data:
Capital expenditures $ 358,763 $ 76,379 $ 99,460 $ 134,385 $ 506,096
Total assets $1,440,428 $1,276,273 $1,531,925 $1,300,216 $1,234,118
Long-term debt $ 989,625 $ 942,480 $1,147,266 $ 900,226 $ 760,963
Stockholders’ equity $ 288,887 $ 216,801 $ 269,406 $ 286,887 $ 298,848

(1) Nonrecurring items include gain on sale of Missouri assets, Missouri/Nevada investigations and fines, preopening expenses, restructuring charges and impairment loss.
(2) "EBITDA, As Adjusted" consists of operating income plus depreciation, amortization, gain on sale of Missouri assets, Missouri/Nevada investigations and fines, preopen-

ing expenses, restructuring charges and impairment loss. The Company believes that in addition to cash flows and net income, EBITDA, As Adjusted is a useful financial
performance measurement for assessing the operating performance of the Company. Together with net income and cash flows, EBITDA, As Adjusted provides investors
with an additional basis to evaluate the ability of the Company to incur and service debt and incur capital expenditures. To evaluate EBITDA, As Adjusted and the trends
it depicts, the components should be considered. The impact of interest, taxes, depreciation and amortization, gain on sale of Missouri assets, Missouri/Nevada investigations
and fines, preopening expenses, restructuring charges and impairment loss, each of which can significantly affect the Company's results of operations and liquidity and should
be considered in evaluating the Company's operating performance, cannot be determined from EBITDA, As Adjusted. Further, EBITDA, As Adjusted does not represent
net income or cash flows from operating, investing and financing activities as defined by generally accepted accounting principles ("GAAP") and does not necessarily indi-
cate that cash flows will be sufficient to fund cash needs. It should not be considered as an alternative to net income, as an indicator of the Company's operating perform-
ance or to cash flows as a measure of liquidity. In addition, it should be noted that not all gaming companies that report EBITDA or adjustments to such measures may
calculate EBITDA, or such adjustments in the same manner as the Company, and therefore, the Company's measures of EBITDA, As Adjusted may not be comparable
to similarly titled measures used by other gaming companies.

(3) On November 6, 1998, the Company filed Form 8-K announcing its change in fiscal year end from March 31 of each year to December 31 of each year. This change is
effective for the nine month period ended December 31, 1998 (the "Transition Period 1998").

F I N A N C I A L  H I G H L I G H T S

(In thousands except per share amounts)
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Rear View Mirror

Several words come to mind in describing the past fiscal year, but “eventful” may describe it best. The year started off with the best

quarter in the company’s history, with record cash flow at each of our Las Vegas properties. By mid-year, however, we were focused

on the divestiture of our Missouri assets and the process of reallocating this capital into several opportunities in Las Vegas. Given our

position as the leading provider of gaming and entertainment for residents of the Las Vegas metropolitan area, and the potential we

see for the area’s future, we believe that having most of our eggs in one basket is a good thing. Although the process was difficult,

we firmly believe the reallocation of our capital from Missouri to Las Vegas has significantly lowered the risk profile of the company.

Even though it may take a few years to duplicate the cash flow generation of our Missouri assets, we believe we’ve not only

upgraded our assets, but we have concentrated our investment in a market with a more stable regulatory environment and greater

growth potential. With this transition, virtually all of our focus and resources will be dedicated to what we do best.

Despite distractions during the past year, several positive events occurred that positioned the company well for the future. In

particular, we improved total revenues, EBITDA, and net income by 5 percent, 13 percent, and 51 percent, respectively. During this

period, we also acquired three other existing locals’ casinos in Las Vegas, thereby increasing our share of the overall Las Vegas market

and creating potential revenue synergies and cost savings across our entire Las Vegas portfolio. The Santa Fe and The Reserve, in 

particular, add further geographic diversity to our Las Vegas brand by providing new distribution points with very strong growth profiles.

The Fiesta provides a second brand to complement the existing Station brand and allows us to differentiate our future development

efforts as necessary. With the purchase of the Santa Fe, Fiesta, and The Reserve, and the opening of Green Valley Ranch later this

year, we expect to operate more than 20,000 gaming devices in the metropolitan area—more than any other operator in Las Vegas.

Along with these acquisitions, we also secured many of the feasible distribution points for major locals-oriented casino development

in the Las Vegas area. We believe the completion of these transactions provides us with the most strategically focused portfolio of

assets in the gaming industry and a Las Vegas franchise that we believe is extremely difficult, if not impossible, to replicate.

The Road Less Traveled

Our investment thesis for continued capital allocation to Las Vegas has been predicated on favorable long-term trends for supply and

demand in that market. With respect to supply, we continue to see governmental support for limitations on the proliferation of

locals-oriented casinos. This effort, exemplified by the passage of Nevada Senate Bill 208 in 1997, has been strengthened by the

defeat of rezoning proposals at the city, county and state levels. In addition, ordinances have been passed by different local jurisdic-

tions in the Las Vegas valley that further restrict the development of locals’ casinos beyond the limitations of SB 208. Recognizing this

trend, we spent much of last year accumulating gaming-entitled parcels around the valley. We expect this acquisition strategy to add

significant shareholder value over the long term given the attractive supply/demand dynamics of this market going forward.

The key drivers with respect to demand appear to remain intact. While the outlook for the U.S. economy has softened, 

and tempered our expectations for same-store growth in the near-term, Las Vegas continues to attract new residents with a robust 

job market, appealing climate, low cost of living, and favorable tax environment. The Las Vegas metropolitan area continues to 

grow and diversify at a rapid pace. We highlight the Las Vegas community later in the report to illustrate the demographic 

transformation underway.

message
to our shareholders



(clockwise from top row) Lorenzo Fertitta, President; Blake Sartini, Executive Vice President and Chief Operating Officer; Glenn Christenson, Executive
Vice President, Chief Financial Officer and Chief Administrative Officer; Scott Nielson, Executive Vice President and General Counsel

“Las Vegas continues to attract new residents with a robust 
job market, appealing climate, low cost of living, 

and favorable tax environment.”
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While it is difficult to gauge the actual size of the Las Vegas locals’ market because of all the gaming options available to Las

Vegas residents, the following illustrates the supply/demand equation: By 2002, we expect the number of gaming devices in Clark

County (excluding the Strip, Downtown, Laughlin, and restricted locations) will be more than triple the number of gaming devices in

1984. During that same time period, the population in Clark County will have increased approximately 70 percent from 900,000 to

more than 1.5 million. Despite the imbalance between supply growth and population growth during that period, gaming revenues

have generally kept pace with the growth in supply. Over the next eight years, the absolute growth in population is expected to

increase by a similar amount to roughly 2.1 million people, or 40 percent. In contrast, we expect supply growth to moderate, at a

rate more commensurate with population growth as increasingly heightened barriers to entry govern off-Strip casino development.

This dynamic creates an attractive opportunity for those with exposure to this market.

Shifting to Overdrive

While some industry observers have speculated that the casino industry is a mature industry, careful consideration reveals a mean-

ingful difference between our business plan and the business plans of many of our peers. We have maintained for some time that

we can generate long-term EBITDA growth without meaningful unit expansion—a trait that most growth-oriented gaming compa-

nies will need to acquire given the lack of new development and consolidation opportunities. With few new gaming jurisdictions on

the horizon, it will be more important than ever to have the potential for same-store increases in order to drive earnings growth.

While we expect our same-store growth to be suppressed in 2001 as a result of meaningful supply increases over the past several

months and a difficult macro-economic environment, we believe that the long term fundamentals of this market are solid and mean-

ingful growth will resume once this supply is absorbed. Beyond 2001, we are not aware of any new major locals-oriented properties

that are expected to open other than our own holdings.

One of our primary financial goals over the past two years was to improve our balance sheet so we could take advantage 

of growth opportunities as they became available. With that goal in mind, we spent 1998, 1999, and much of 2000 reducing our

leverage ratios and growing our existing cash flow base. Prior to the sale of our Missouri assets, we had reduced our debt to cash

flow ratio to 3.5 times, from 3.9 times a year earlier, and 4.9 times two years prior. The financial discipline involved in improving our

balance sheet proved critical in our ability to complete several strategic transactions over the past year. This improvement should 

continue to provide the framework for growth going forward.

By December 2001, several capital commitments should be winding down and recent acquisitions should be ramping up, 

setting the stage for another harvest. At that juncture, we can be selective in taking advantage of growth opportunities within our

portfolio as growth in demand dictates. These opportunities could include expansion of our existing facilities, new development on

one of the several parcels we currently hold for development, or additional strategic acquisitions.

The Road Ahead

In order to maintain our market leadership, we constantly strive to create competitive advantages that are difficult to duplicate.

These competitive advantages include our distribution throughout the valley, our recognizable brands, irreplaceable real estate, 

vast economies of scale, leading-edge technology and flexible capital structure. We will continue to search for new competitive

advantages, improve upon our existing advantages, please our guests and build the leading franchise in Las Vegas.

One of the benefits of growth is the new opportunities and responsibilities that we can provide our loyal team members. Each

time we build or acquire a new property, our team members are presented with new opportunities for personal and professional

growth. We continue to be recognized as an employer of choice in the Las Vegas valley because of the “Beyond the Best” corporate

culture we foster and the upward mobility we offer our team members. This advantage, through the efforts of our team members,

helps widen the gap between our company and the competition.

We thank our loyal customers, Beyond the Best team members and investors for their continued support and look forward to

a prosperous road ahead this year and for years to come.

Sincerely,

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



“We believe (we have) the most strategically focused portfolio of assets 
in the gaming industry and a Las Vegas franchise that is extremely 

difficult, if not impossible, to replicate.”
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celebrated Stations...leads us to

We first introduced the Station brand name to Las Vegas residents at Palace
Station in 1983. Since then, Palace Station has been a cornerstone of our
Nevada portfolio, and provided a solid foundation to fund our development
efforts. Though Palace Station’s physical plant blends the efforts of several
decades, it still embodies many of the high standards we set for ourselves in
site development, steady cash flow generation, and brand loyalty.

Even after 25 years, there aren’t many intersections in Las Vegas busier
than Sahara and Interstate-15. Palace Station’s prime location west of the Las
Vegas Strip has strengthened the property’s endurance to withstand a compet-
itive market environment and little capital investment over the past several
years. During the second half of 2000, surface streets and freeway ramps sur-
rounding Palace Station have been under major construction. This disruption
has, at times, created increased traffic congestion and been inconvenient for
our guests. While ultimately the road modifications will enhance Palace’s
accessibility, we expect construction to continue to negatively impact opera-
tions through the end of 2001.

It is evident that even during construction, Palace Station still attracts a
core group of loyalists to the Station brand. Perhaps this loyalty is due, in part,
to Palace Station’s tradition of personalized customer service—a tradition that
has served as a template for our Beyond the Best philosophy. This philosophy
helps ensure that we provide our customers with the consistency and quality
of service that is necessary to attract a loyal clientele.

P A L A C E  S T A T I O N

“Palace Station…embodies many

of the high standards we set for

ourselves in site development,

steady cash flow generation, and

brand loyalty.”
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When Boulder Station opened in 1994, it reflected a new vision for locals’ 
casinos. It was designed to reach out to a broader market in an attempt to 
dramatically expand what had been a stagnant gaming market in east Las
Vegas. In providing a complete entertainment destination, with great atten-
tion to detail, we sought to create an environment that offered something for
everyone. Boulder Station introduced to the market an entertainment mall of
sorts—with movie theaters, specialty restaurants, child-care, quick-service food
outlets, and live entertainment venues as principal tenants. While we have
fine-tuned this formula over time, Boulder Station has been the prototype we
have sought to duplicate in each of our subsequent development efforts.

Located on 46 acres at the intersection of Interstate 515 and the Boulder
Highway, Boulder Station is a good example of another irreplaceable asset in
an irreplaceable location. The property benefits from an unusual combination
of excellent freeway access and visibility, and its location in the epicenter of a
densely populated three-mile ring. Given the restrictions on hotel-casino
development and zoning today in Las Vegas, this site is a rare gem.

Boulder Station has dominated the competitive landscape on the Boulder
Strip since the day it opened, generating more operating cash flow each year
than all of its direct competitors combined. More importantly, its return on
invested capital has consistently provided a high benchmark from which to
gauge effective capital allocation and operating efficiencies within our portfo-
lio. While the competitive environment on the Boulder Strip has become more
difficult over the past few quarters, the development and operating strategies
we have employed should allow us to continue to produce strong returns over
the long term.

B O U L D E R  S T A T I O N

“(Boulder Station’s) return on

invested capital has consistently

provided a high benchmark from

which to gauge effective capital

allocation and operating effi-

ciencies within our portfolio.”
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Perhaps more than any property in our portfolio, Texas Station’s footprint has
changed most dramatically since opening in July 1995. During the past few
years, Texas Station has undergone several master-planned expansions that
have helped position the property as the dominant facility in North Las Vegas.
Most recently, we completed an expansion that included 350 gaming devices,
a 60-lane bowling center, and approximately 40,000 square feet of meeting
and banquet space. These additions, which opened in December 2000, aimed
to create an all-inclusive entertainment destination for Las Vegas residents.

Through master-planned expansions, we have sought to add both gaming
and non-gaming amenities to our facilities in order to capitalize on growth
opportunities in the market. Generally, these expansions have enhanced
returns by both creating and capturing additional demand. This ability to
grow our existing assets in response to heightened demand through multi-
phased, master-planned expansion will be a critical component of our growth
strategy—particularly as gaming sites become more scarce.

Though competitive capacity additions in west Las Vegas have impacted
Texas Station’s recent results, we are optimistic that continued population
growth in North Las Vegas will continue to fuel new demand for both Texas
Station and Fiesta. We expect annual population growth to approach ten percent
over the next few years in this portion of the valley which currently has
approximately 100 active subdivisions with homes for sale. Since 1996, the first
full year in which both Texas Station and Fiesta were open, gaming revenues in
North Las Vegas have increased at an average compounded rate of 15 percent,
while supply has increased at a rate of 11 percent. While we expect gaming
revenue growth to slow from this pace in 2001, we expect moderate growth
to resume in 2002 and beyond as the supply/demand fundamentals begin 
to improve.

T E X A S  S T A T I O N

“…we are optimistic that con-

tinued population growth in

North Las Vegas will continue to

fuel new demand…”
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The limits of the Las Vegas locals’ gaming market were again tested with the
opening of Sunset Station in 1997. Faced with the challenge of expanding an
east Las Vegas market that had already doubled in size with the opening of
Boulder Station, we sought to take a successful formula and create yet
another new standard. Like its predecessor, Sunset Station grew the market
dramatically, capitalizing on its 105-acre location in the heart of the highest
concentration of retail square footage in the state in the fastest growing city
in America. These factors, combined with Sunset Station’s Beyond the Best
service and team members, should allow it to retain its leadership position as
the premier locals’ property in Las Vegas.

With the heralded opening of Sunset Station in 1997, we completed an
important step in expanding our distribution in each of the four quadrants of
the Las Vegas valley. By covering the four major quadrants of the valley, we
not only provided unparalleled convenience for our guests, but we laid the
foundation to develop a brand that could effectively capture future demand
across the entire region.

As the number of properties in our portfolio grew, the
need to effectively market to our targeted customer base and
understand their preferences became increasingly critical. To
address this need, we created another sustainable competitive
advantage for our company with the introduction of the
Station Casinos Boarding Pass in April 1999. The centralized pro-
gram allows our customers to earn points for their play 
and redeem the points for awards at any of the Station 
properties in our portfolio. The implementation of this pro-
gram has and should continue to drive demand and capture
economies at both our core Station properties or new brands
that we introduce.

S U N S E T  S T A T I O N

“With the…opening of Sunset

Station in 1997, we completed

an important step in expanding

our distribution in each of the four

quadrants of the Las Vegas valley.”
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premiere Stations
...leads us to

On October 2, 2000, we completed our acquisition of the Santa Fe Hotel &
Casino in northwest Las Vegas for $205 million. The Santa Fe site reflects the
same attributes we strive for in our own site development—excellent access
and visibility from a major interstate and thoroughfare, sufficient acreage on
which to expand, and a large trade area in a rapidly growing suburb.

During the first 45 days under our ownership, we embarked on an aggres-
sive renovation and retheming of the facility to mark its conversion to Santa
Fe Station. The process included a complete refurbishment of the casino and
restaurants, and increased the number of slot machines on the casino floor to
approximately 1,900. With the renovation and retheming complete, we have
begun construction on a 1,700-space parking garage, a 25,000 square-foot
casino expansion to allow for approximately 700 additional gaming devices, a
food court area with eight lease tenants, the build-out of leased tenant space
for two new restaurants, a new hotel lobby, and a new gift shop. The com-
bined post-acquisition expenditures will total approximately $71 million and
be completed by July 2001.

With this acquisition, we have added a solid fifth flag to our core Station
holdings. This property allows us to expand the Station brand yet again, and
capture another key distribution point in the Las Vegas valley. With its bold
new footprint, and exploding northwest trade area, we believe that Santa Fe
Station may have the best growth potential of any property in our portfolio.

S A N T A  F E  S T A T I O N

“With its bold new footprint,

and exploding northwest trade

area, we believe that Santa Fe

Station may have the best growth

potential of any property in 

our portfolio.”
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The next Station on the horizon is at Green Valley Ranch in Henderson,
Nevada, located on the southern perimeter of the Las Vegas valley. While we
will manage the project, it is co-owned with American Nevada Corporation
(ANC), the leader in residential and commercial development in the Henderson
community. ANC is also our partner in Barley’s Casino & Brewing Co., a popular
microbrewery and casino, also located in Henderson.

The 40-acre resort site is part of a 170-acre mixed-use commercial, retail
and office project. As the focal point of the Green Valley Ranch master-
planned community, the $300 million project will feature over 435,000 square
feet of public space, and 200 hotel rooms. The casino mix will closely resemble
our other Station properties with 2,500 slot machines and 40 table games.
Entertainment amenities will include a 22,000 square-foot spa with outdoor
pools, a 10-screen movie theater complex, six full service restaurants, and sev-
eral quick-serve outlets.

We believe the Green Valley Ranch site is one of the best remaining sites
for an off-Strip casino development in the Las Vegas valley. As such, we have
developed another “A” facility in this submarket to match the growth potential
of the area. The site is the gateway to perhaps the most explosive pocket of res-
idential growth in the country. Within a four-mile radius to the south of this
site alone, there are six residential projects each exceeding 300 acres with more
than 23,500 total units currently under development. With the opening of
Green Valley Ranch later this year, we will operate six properties in the Las
Vegas metro area under the Station brand. Both of our new Stations create sig-
nificant distribution points in important, dynamic suburban markets of Las
Vegas. By the end of the year, we expect approximately 55 percent of the 
population in the Las Vegas valley will live within a three-mile radius of one of
our properties.

G R E E N  V A L L E Y  R A N C H

“…Green Valley Ranch is one 

of the best remaining sites for 

an off-strip casino development

in the Las Vegas valley.”
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As part of our strategy to secure several remaining gaming sites in the Las
Vegas metropolitan area, we sought a second brand to provide flexibility in
our future development plans. Some of the casino sites in our portfolio may
never warrant a “Station” label either because of size restrictions or proximity
to existing Station properties. Rather than dilute the existing Station brand,
we sought to purchase a well-executed brand that could coexist with and com-
plement our existing platform, yet differentiate itself as a separate tiered
product offering. In January 2001, the $170 million acquisition of the Fiesta
provided this vehicle. Situated on 25 acres across the street from Texas Station,
the properties have co-existed in North Las Vegas for several years.

We clearly believe that the burgeoning population, combined with the
scarcity of feasible gaming sites around the valley, will create opportunities for
additional “Stations.” In some instances, however, a Fiesta-sized property may
be more appropriate, particularly at sites where a smaller footprint is required
or advantageous. As a comparison, the Fiesta’s total square footage and capi-
tal requirements on a newly built facility would represent roughly half that of
a Station branded facility—primarily because it lacks many of the non-gaming
amenities that our Station properties typically feature.

In operating the Fiesta brand, we expect to employ many of the same
operating strategies that have successfully differentiated the Fiesta from 
the Station brand in creating a satisfying customer experience. While the
Fiesta casino has had its share of success, we believe there are opportunities
for margin improvement as we apply our economies of scale in marketing,
advertising, and purchasing. As the Fiesta brand is expanded to other sites, we

expect these efficiencies will be compounded.

new Brands
...leads us to

F I E S T A

“…we expect to employ many of

the same operating strategies

that have successfully differenti-

ated the Fiesta (brand)…”
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The opportunistic acquisition of The Reserve Hotel & Casino in January 2001
provides us with a third major facility in the fastest growing city in the country.
In acquiring the property for $71.8 million, we have obtained a virtually new
plant at roughly a 50 percent discount to replacement cost. We believe that
this discount provided an attractive entry point and should lead to outsized
returns over the longer term.

Our optimism for The Reserve is fueled, in part, by many of the same rea-
sons for our bullishness towards Sunset Station and Green Valley Ranch.
Situated at the intersection of Interstate 215 and Interstate 515 in Henderson,
Nevada, the property enjoys excellent visibility, access, and traffic counts. We
expect The Reserve to continue to benefit from rapid population growth in
surrounding areas.

The Reserve differs from Fiesta and Santa Fe in that it has generally strug-
gled since opening in February 1998. Like these other acquisitions, however,
The Reserve was operated as a single property in a competitive marketplace.
With our cost structure, economies of scale, and market leadership, we believe
minor modifications can be made to markedly improve the property’s cash flow.

We are currently considering the future of The Reserve’s safari theme,
given our recent purchase of the Fiesta. The
Reserve’s footprint is similar to the Fiesta in size
and scope, and its location suitable for the
Fiesta brand. At present, we expect to spend
approximately $8 million to make minor revi-
sions and additions to the casino floor and
parking areas. In any case, we expect to expand
margins and take advantage of the property’s
rapidly growing revenue base.

T H E  R E S E R V E

“…we believe minor modifica-

tions can be made to markedly

improve the property’s cash flow.”
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While the road to Las Vegas is a familiar one, it is important to discuss the fundamental tenets as to why we have decided
to concentrate our assets here.

Population and Employment Growth
When we wrote our first annual report seven years ago, the population in Clark County was approximately 700,000.
Today, it is over twice that number. According to the Center for Business and Economic Research (CBER) at 
the University of Nevada Las Vegas (UNLV), the strong population growth is primarily linked to employment growth and
increased economic opportunity in the Las Vegas valley. While employment growth is expected to moderate over the
next two years, CBER projects that the population of Clark County will continue to well outpace the national average at
5.3 percent and 4.6 percent for 2001 and 2002, respectively. Job growth is expected to slow slightly from the previous
four years because of the slowdown in large hotel/casino developments, but gains predicted in transportation, service,
and retail trade, are expected to drive employment growth in Clark County of 4.9 percent and 4.3 percent in 2001 and
2002, respectively. As has been the case for the past several years, these employment gains are expected to lead the U.S.

our Community
...leads us to

C O N T I N U E D  G R O W T H  I N  L A S  V E G A S

Source: Center for Business and Economic Research (CBER) at the University of Nevada Las Vegas

Source: CBER
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The Migration Continues
Our local economy reflects, in some measure, the health of the
economies of our neighboring communities. Coincidentally, or not,
our neighboring states also experienced a population boom during
the 1990’s. The migration to the southwest has continued in an
impressive manner. While Nevada led the country during the 1990’s
with population growth of 66 percent, the region’s growth was
equally impressive with four of the top five fastest growing states
within close proximity to Nevada. Of the 50 states, only Nevada and
Arizona grew at more than three times the U.S. rate of 13.2 percent
during the 1990’s, while Colorado, Utah, and Idaho, grew at more
than twice the U.S. rate during the same period.

Economic Diversification
While tourism, travel, and gaming have led an economic transformation in the area, we believe the future economic
strength of the region is well served by economic diversification. A lack of economic diversity historically plagued Nevada
for most of the 20th century, but during the 1990’s, Las Vegas has gradually evolved into an increasingly diversified
metropolis along with the rapid growth in the population base. Clearly, Las Vegas’ employment base is relatively con-
centrated in service industries and construction as a result of the prevalence of the gaming industry and the direct and
indirect employment opportunities created by the sector. However, over time, the prevailing mix should continue to shift
towards national averages as the appeal of Las Vegas’ pro business climate, tax structure, weather, and cost of living
attracts a broad range of companies.

Percent Change in Population: 1999 to 2000

Source: U.S. Census Bureau

39.6 or more
26.4 to 39.5
13.2 to 26.3
0 to 13.1
Less than 0

Three Times U.S. Rate
Two Times U.S. Rate

U.S. Rate (13.2)
No Change

Percent Change

WA
21.1

OR
20.4

ID
28.5

MT
12.9

WY
8.9

NV
66.3

CA
13.8

UT
29.6

AZ
40.0

CO
30.6

NM
20.1

KS
8.5

OK
9.7

MO
9.3

AR
13.7

TX
22.8

LA
5.9

MS
10.5

IL
8.6

ND
0.5

SD
8.5

MN
12.4

WI
9.6

IA
5.4NE

8.4

MI
6.9

IN
9.7

OH
4.7

WV
0.8

PA
3.4

NY
5.5

VA
14.4 DC -5.7KY

9.7

VT
8.2

NH
11.4

ME
3.8

RI 4.5

MA 5.5

CT 3.6

NJ 8.9
DE 17.6
MD 10.8

NC
21.4TN

16.7

AL
10.1

GA
26.4

SC
15.1

FL
23.5



16

Outlook
Some analysts predicted that the building boom we witnessed along the Las Vegas Strip in 1999 and the first half of 2000
would finally prove that Las Vegas was indeed overbuilt. As a result, many were surprised when the surge in building
spurred strong growth in gaming-sector indicators such as visitor volumes, occupancy rates, and gaming revenues
throughout 2000. While we believe these additions to the Las Vegas skyline helped boost other economic indicators for
our city, these employment-driven gains were not the only growth driver at work. Specifically, Las Vegas continues to
attract record numbers of retirees each year, as growth in this segment of our population base continues to outpace
growth in the total population.

While we witnessed surges in many growth indicators over the past two years, we expect these growth rates to
moderate in 2001 and 2002, as local construction-based employment softens and the U.S. economy continues to slow. But
this lull is not expected to last as new projects continue to surface for 2002 and beyond. While Las Vegas’ economic indi-
cators may not match up to the past few years, we believe our community is exceptionally well positioned relative to the
rest of the country and poised for continued rapid growth.

Southern Nevada Forecast of Growth Rates: 2001 and 2002

0% 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 7.0% 8.0%

Hotel /Mote l  Rooms

Vis i tor  Volume

Populat ion

Tota l  Per sonal  Income

Gross  Gaming  Revenue

Hous ing  Permit s

Employment

2002 2001 Source: Colliers International, Restrepo Consulting Group, LLC

Las Vegas Employment Diversification

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Serv ice  Indust r ie s

Reta i l  Trade

Const ruct ion

Government

Trans .  & Uti l i t ie s

F in . ,  Insur. ,  Rea l  Es t .

Unemployed

Manufactur ing

Wholesa le  Trade

Mining

Nat ional  F igures Nevada  F igures

Source: Colliers International, Restrepo Consulting Group, LLC



F I N A N C I A L  R E V I E W

18 Management’s Discussion and Analysis of

Financial Condition and Results of Operations

30 Consolidated Balance Sheets

31 Consolidated Statements of Operations

32 Consolidated Statements of Stockholders’ Equity

33 Consolidated Statements of Cash Flows

34 Notes to Consolidated Financial Statements

48 Report of Independent Public Accountants

48 Market for Registrant’s Common Equity and

Related Stockholder Matters



M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  A N A L Y S I S  O F  F I N A N C I A L

C O N D I T I O N  A N D  R E S U L T S  O F  O P E R A T I O N S

18

The following discussion and analysis should be read in conjunction with “Selected Consolidated Financial Data” and the finan-

cial statements and notes thereto included elsewhere in this Annual Report.

Resu l t s  o f  Ope r a t i on s

The following table highlights the results of operations for the Company (dollars in thousands):
Twelve

Fiscal Years Ended Months Ended Transition

December 31, December 31, Period

2000 1999 1998 1998

(unaudited)

Net revenues—total $991,678 $942,469 $847,015 $642,214

Nevada Operations (a) 627,968 584,852 526,854 397,908

Missouri Operations (a) 315,422 313,439 290,160 219,734

Other (a) 48,288 44,178 30,001 24,572

Operating income (loss)—total $242,812 $ 28,871 $ 92,380 $ 64,696

Nevada Operations (a) 165,138 147,217 111,902 83,669

Missouri Operations (a) 102,882 (85,269) (1,528) (5,056)

Other (a) (25,208) (33,077) (17,994) (13,917)

Cash flows from:

Operating activities $163,696 $173,058 $108,321 $ 76,692

EBITDA, As Adjusted (b)—total $273,847 $236,970 $192,384 $147,682

Nevada Operations (a) 211,252 186,677 150,413 113,284

Missouri Operations (a) 82,636 69,223 54,314 43,163

Other (a) (20,041) (18,930) (12,343) (8,765)

EBITDA, As Adjusted (b), Adjusted for the 

Sunset equipment lease—total $273,847 $242,890 $200,952 $154,186

Nevada Operations (a) 211,252 192,597 158,981 119,788

(a) The Nevada Operations include the accounts of: Palace Station, Boulder Station, Texas Station, Sunset Station, Santa Fe Station (from October 2, 2000) and pre-
opening expenses related to Fiesta and The Reserve. The Missouri Operations include the accounts of: Station Casino St. Charles and Station Casino Kansas City.
On December 20, 2000, the Company completed the sale of substantially all of the assets of the Missouri Operations. Other includes the operations of Wild Wild
West, the Company’s investment in Barley’s, Southwest Gaming and Corporate expense.

(b) “EBITDA, As Adjusted” consists of operating income plus depreciation, amortization, preopening expenses, restructuring charge, Missouri/Nevada investigations
and fines, gain on sale of Missouri assets and impairment loss. The Company believes that in addition to cash flows and net income, EBITDA, As Adjusted is a use-
ful financial performance measurement for assessing the operating performance of the Company. Together with net income and cash flows, EBITDA, As Adjusted
provides investors with an additional basis to evaluate the ability of the Company to incur and service debt and incur capital expenditures. To evaluate EBITDA, As
Adjusted and the trends it depicts, the components should be considered. The impact of interest, taxes, depreciation and amortization, preopening expenses,
restructuring charge, Missouri/Nevada investigations and fines, gain on the sale of Missouri assets and impairment loss, each of which can significantly affect the
Company’s results of operations and liquidity and should be considered in evaluating the Company’s operating performance, cannot be determined from EBITDA,
As Adjusted. Further, EBITDA, As Adjusted does not represent net income or cash flows from operating, financing and investing activities as defined by generally
accepted accounting principles (“GAAP”) and does not necessarily indicate cash flows will be sufficient to fund cash needs. It should not be considered as an alter-
native to net income, as an indicator of the Company’s operating performance or to cash flows as a measure of liquidity. In addition, it should be noted that not
all gaming companies that report EBITDA or adjustments to such measures may calculate EBITDA, or such adjustments in the same manner as the Company, and
therefore, the Company’s measure of EBITDA, As Adjusted may not be comparable to similarly titled measures used by other gaming companies.
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Consolidated net revenues, cash flows from operating

activities and EBITDA, As Adjusted for the fiscal year ended

December 31, 1999 increased as compared to the Transition

Period 1998. These increases are due to the Transition Period

1998 consisting of nine months as compared to the fiscal

year ended December 31, 1999, which is twelve months. The

above table presents certain results of operations from the

unaudited twelve month period ended December 31, 1998

for comparison purposes.

Consolidated Net Revenues

The increase in consolidated net revenues for the fiscal year

ended December 31, 2000 as compared to the fiscal year

ended December 31, 1999 is due to increased revenues at all

of the Company’s properties with the exception of Station

Casino St. Charles, which decreased slightly. Increased rev-

enues at the Nevada Operations are partially a result of the

acquisition of Santa Fe Station on October 2, 2000 and the

subsequent completion in late November of the renovation

and retheming of the casino and restaurants. In addition, rev-

enues at the Nevada Operations increased in the early part of

the year due to the introduction of the Boarding Pass player

rewards program in April 1999, which makes it more conven-

ient for customers to take advantage of products, services

and amenities offered under the Station brand. Net revenues

at the Missouri Operations increased slightly. However, the

results were negatively impacted during the fourth quarter

due to inclement weather throughout the Midwest, the antic-

ipated sale of the Missouri Operations and the timing of the

sale of the Missouri Operations on December 20, 2000.

The increase in consolidated net revenues for the fiscal

year ended December 31, 1999 as compared to the twelve

months ended December 31, 1998 is due to increased rev-

enues at all of the Company’s properties. Increased revenues

at the Nevada Operations are partially a result of the com-

pleted master-planned expansions at Texas Station and

Sunset Station, which were completed in February 1999 and

November 1998, respectively. In addition, revenues at the

Nevada Operations increased due to the introduction of the

Boarding Pass player rewards program in April 1999, which

makes it more convenient for customers to take advantage of

the Station brand. Net revenues at the Missouri Operations

increased 8% primarily due to Station Casino Kansas City

which generated a 13% increase.

Operating Income/Operating Margin

The Company’s operating income was impacted by certain

charges/credits in each of the above periods that affect the

ability to analyze year to year comparisons. The following

table identifies these charges/credits (dollars in thousands):

Twelve

Fiscal Years Ended Months Ended Transition

December 31, December 31, Period

2000 1999 1998 1998

(unaudited)

Operating income $ 242,812 $ 28,871 $ 92,380 $64,696

Operating margin 24.5% 3.1% 10.9% 10.1%

Certain charges/credits:

Gain on sale of Missouri assets $(41,731) $ — $ — $ —

Missouri/Nevada investigations and fines 4,388 — — —

Preopening expenses 3,858 — — —

Restructuring charge 1,174 — — —

Impairment loss — 137,435 30,011 30,011

Operating income, excluding certain charges/credits $ 210,501 $166,306 $122,391 $94,707

Operating margin, excluding certain charges/credits 21.2% 17.6% 14.4% 14.7%
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Consolidated operating income, excluding certain

charges/credits, improved by $44.2 million in the fiscal year

ended December 31, 2000 as compared to the fiscal year

ended December 31, 1999 with operating income at all of the

Company’s properties increasing with the exception of Texas

Station. The increases at the Nevada Operations are attributed

to the same factors affecting consolidated net revenues dis-

cussed above, to the elimination of the equipment lease at

Sunset Station in October 1999 and the continued focus on

cost controls at each of the properties. The increases at the

Missouri Operations are primarily due to significant improve-

ment in operations at both Station Casino St. Charles and

Station Casino Kansas City. Operating income at Station Casino

St. Charles increased significantly due to a reconfiguration of

the gaming operations which transferred all gaming activities

from the riverboat to the barge. The new configuration is much

more efficient from a cost perspective than the two facility lay-

out. Station Casino Kansas City continued to benefit from

increases in the overall gaming market in the Kansas City area.

The consolidated operating margin, excluding certain

charges/credits, improved in the fiscal year ended December 31,

2000 as compared to the fiscal year ended December 31, 1999

due to the operating margin at the Missouri Operations improv-

ing 7.6 percentage points as a result of the elimination of costs

associated with the riverboat in St. Charles, as discussed

above, and the Nevada Operations improving 1.7 percentage

points due primarily to the revenue growth discussed above.

Consolidated operating income, excluding certain

charges/credits, improved by $43.9 million in the fiscal year

ended December 31, 1999 as compared to the twelve

months ended December 31, 1998 with operating income at

all of the Company’s properties increasing. The increases at

the Nevada properties are attributed to the same factors

affecting consolidated net revenues discussed above and the

increases at the Missouri properties are primarily attributed

to a 95.2% increase in operating income, excluding certain

charges/credits, at Station Casino Kansas City due to a signif-

icant improvement in operations at this property. In addition,

the decline in the prior year at Station Casino St. Charles was

reversed as the property posted a $1.6 million increase in

operating income, excluding certain charges/credits.

The consolidated operating margin, excluding certain

charges/credits, improved in the fiscal year ended December 31,

1999 as compared to the twelve months ended December 31,

1998 due to the operating margins at Sunset Station and

Station Casino Kansas City improving over 600 basis points and

smaller increases at all of the other properties.

The following table highlights the various sources of rev-

enues and expenses for the Company as compared to prior

periods (dollars in thousands):
Twelve

Fiscal Years Ended Months Ended Transition

December 31, December 31, Period

2000 1999 1998 1998

(unaudited)

Casino revenues $807,880 $764,089 $673,124 $509,149

Casino expenses 372,826 356,365 328,953 249,353

Margin 53.9% 53.4% 51.1% 51.0%

Food and beverage revenues $137,198 $141,116 $138,044 $104,538

Food and beverage expenses 83,879 88,898 88,423 66,121

Margin 38.9% 37.0% 35.9% 36.7%

Room revenues $ 46,260 $ 42,870 $ 39,678 $ 30,040

Room expenses 16,416 15,860 14,975 11,515

Margin 64.5% 63.0% 62.3% 61.7%

Other revenues $ 67,999 $ 62,286 $ 59,924 $ 47,663

Selling, general and administrative expenses $180,659 $190,753 $181,723 $136,649

Percent of net revenues 18.2% 20.2% 21.5% 21.3%

Corporate expense $  26,974 $ 23,007 $ 15,661 $ 11,431

Percent of net revenues 2.7% 2.4% 1.8% 1.8%
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Casino. Casino revenues increased 5.7% for the fiscal year

ended December 31, 2000 as compared to the fiscal year

ended December 31, 1999 with increases at all of the

Company’s properties. The increase in casino revenues at the

Nevada Operations is a result of the same factors affecting

consolidated net revenues discussed above. The growth in

casino revenues in the second half of the year was tempered

somewhat due to the competitive impact of the opening of

the Suncoast on Texas Station, continued road construction

near Palace Station and competitive supply increases on the

Boulder Strip and surrounding areas. The increase in casino

revenues at the Missouri Operations was impacted by the

same factors affecting consolidated net revenues discussed

above. The casino profit margin remained relatively consistent

for the fiscal year ended December 31, 2000 as compared to

the fiscal year ended December 31, 1999.

Casino revenues increased for the fiscal year ended

December 31, 1999 as compared to the twelve months

ended December 31, 1998 as a result of the same factors

affecting consolidated net revenues discussed above. The

casino profit margin increased to 53.4% for the fiscal year

ended December 31, 1999 from 51.1% for the twelve

months ended December 31, 1998 with all properties improv-

ing their margin with the exception of Boulder Station which

decreased slightly.

Food and Beverage. Food and beverage revenues decreased

2.8% for the fiscal year ended December 31, 2000 as com-

pared to the fiscal year ended December 31, 1999 despite the

acquisition of Santa Fe Station. At the Nevada Operations,

food and beverage revenues remained flat with the acquisition

of Santa Fe Station offsetting the reduction in food covers at

the other Nevada properties. The reduction in food covers is

due to a combination of selected menu price increases and

additional competition in the market from restaurants in both

gaming and non-gaming facilities. At the Missouri Operations,

food and beverage revenues experienced a 12.4% decrease

primarily due to a decrease in food covers as a result of

selected menu price increases at Station Casino Kansas City

and to an overall reduction of complimentaries at Station

Casino St. Charles. Food and beverage net profit margin

increased for the fiscal year ended December 31, 2000 as

compared to the fiscal year ended December 31, 1999 due to

an improvement at the Nevada Operations, primarily as a

result of continued focus on cost control and purchasing effi-

ciencies, as well as selected menu price increases. The increase

in margin at the Nevada Operations was offset by a decrease

at Station Casino St. Charles.

Food and beverage revenues for the fiscal year ended

December 31, 1999 increased 2.2% over food and beverage

revenues for the twelve months ended December 31, 1998.

This increase is primarily due to the completion of the expan-

sion projects at Sunset Station and Texas Station. These

increases in food and beverage revenues in Nevada were offset

by decreases at the Missouri properties. Also, food and bever-

age revenues increased due to selected menu price increases,

which were offset by a decrease in food covers at all of the

properties. Food and beverage net profit margins increased to

37.0% for the fiscal year ended December 31, 1999 from

35.9% for the twelve months ended December 31, 1998.

Room. Room revenues for the fiscal year ended December 31,

2000 increased 7.9% as compared to the fiscal year ended

December 31, 1999. The increase in room revenues is primarily

due to the acquisition of Santa Fe Station and to average daily

room rates at Palace Station and Wild Wild West increasing

14.9% and 12.7%, respectively, over the prior year and

smaller increases at the other Nevada properties. At Palace

Station the room rates for all market segments were increased

as a result of room renovations completed during the summer.

The increase in average daily room rate at the Nevada proper-

ties was offset by a decrease in the average daily room rate at

Station Casino Kansas City to $106 in the fiscal year ended

December 31, 2000 from $109 in the fiscal year ended

December 31, 1999 due to new lower rate competitors that

entered the market during 1999.

The company-wide room occupancy decreased to 88%

in the fiscal year ended December 31, 2000 as compared to

89% in the fiscal year ended December 31, 1999 due to the

Company increasing room rates at the Nevada properties. The

company-wide average daily room rate increased to $58 in

the fiscal year ended December 31, 2000 as compared to $54

in the fiscal year ended December 31, 1999.

Room revenues for the fiscal year ended December 31,

1999 increased 8.0% over room revenues for the twelve

months ended December 31, 1998. The primary reason for

this increase was due to the acquisition of Wild Wild West in

July 1998, which contributed $2.3 million of room revenues

in the fiscal year ended December 31, 1999 as compared to

$1.1 million of room revenues in the twelve months ended

December 31, 1998. 
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The company-wide room occupancy decreased to 89%

in the fiscal year ended December 31, 1999 as compared to

90% in the twelve months ended December 31, 1998 due to

the Company increasing room rates at the properties. The

average daily room rate increased to $54 in the fiscal year

ended December 31, 1999 as compared to $51 in the twelve

months ended December 31, 1998.

Selling, General and Administrative (“SG&A”). As a percent of

net revenues, SG&A decreased to 18.2% in the fiscal year

ended December 31, 2000 as compared to 20.2% in the fis-

cal year ended December 31, 1999. This decrease is due pri-

marily to the continuing operating efficiencies in addition to

the elimination of the equipment lease at Sunset Station in

October 1999. Also, due to the fixed cost nature of some of

these expenses, they decrease on a percentage basis as the

Company continues to increase revenue.

As a percent of net revenues, SG&A decreased to 20.2%

in the fiscal year ended December 31, 1999 as compared to

21.5% in the twelve months ended December 31, 1998.

These decreases are due primarily to the fine tuning of opera-

tions at Sunset Station and Station Casino Kansas City. 

Corporate Expense. Corporate expense as a percent of net rev-

enues increased to 2.7% in the fiscal year ended December

31, 2000 as compared to 2.4% in the fiscal year ended

December 31, 1999. Corporate expense as a percent of net

revenues increased to 2.4% in the fiscal year ended

December 31, 1999 as compared to 1.8% in the twelve

months ended December 31, 1998. The Company has

increased its corporate infrastructure and spending on

Information Technology and Human Resources as it continues

to lay the foundation for future growth.

Depreciation and Amortization. Depreciation and amortization

decreased 10.4% in the fiscal year ended December 31, 2000

to $63.3 million as compared to $70.7 million in the fiscal

year ended December 31, 1999. This decrease is primarily due

to the write-down of assets at Station Casino St. Charles in

the fourth quarter of 1999 and also due to the assets at

Station Casino St. Charles and Station Casino Kansas City not

being depreciated during the last two months of the year.

Upon entering into the agreement to sell the Missouri proper-

ties, these assets were classified as “assets held for sale” and,

consequently, depreciation ceased. This decrease was offset

by an increase at Sunset Station due to the purchase of 

various leased equipment in October 1999 and due to the

acquisition of Santa Fe Station.

Depreciation and amortization increased $0.7 million in

the fiscal year ended December 31, 1999 to $70.7 million as

compared to $70.0 million in the twelve months ended

December 31, 1998. This increase is due to the completion of

the expansion projects at Sunset Station and Texas Station

which were completed in November 1998 and February

1999, respectively. This increase was offset by decreases at

Boulder Station and Station Casino St. Charles as a portion of

the original equipment became fully depreciated during the

fiscal year ended December 31, 1999, as both properties have

been open for five years. In addition, Palace Station had a

large purchase of slot machines in 1994 that became fully

depreciated during the fiscal year ended December 31, 1999. 

Impairment Loss. In accordance with SFAS No. 121,

“Accounting for the Impairment of Long-Lived Assets and for

Long-Lived Assets to be Disposed Of”, the Company

recorded an impairment loss of $137.4 million in the fiscal

year ended December 31, 1999 and $30.0 million in the

Transition Period 1998 to adjust the carrying value of its fixed

assets and land held for development to their estimated fair

value. In the fiscal year ended December 31, 1999, approxi-

mately $125.2 million of the impairment loss was related to

Station Casino St. Charles. In the fourth quarter of 1999, the

Company made a decision to reconfigure the existing Station

Casino St. Charles facility to a more efficient layout in

response to the new open boarding rules promulgated by the

Missouri Gaming Commission that began in September 1999

in the St. Louis market. In March 2000, all gaming operations

were moved to the existing barge and the existing riverboat

has been sold. In accordance with SFAS No. 121, the river-

boat and miscellaneous other fixed assets were written down

by approximately $15 million to their net realizable value.

In addition, the Company performed an evaluation of

the carrying values of the remaining assets in St. Charles and

determined a $110 million write-down of the asset values

was necessary. The write-down was deemed appropriate after

a review of the property’s asset valuations relative to the

Company’s near-term investment objectives. The balance of

the impairment loss in the fiscal year ended December 31,

1999 resulted primarily from the Company’s determination

that it would sell a 40-acre parcel of land in Henderson,

Nevada, that it had acquired. Future development of the

property will be limited to non-gaming purposes. The result-

ing write-down of the parcel was necessary to reflect the

value of the land as a non-gaming site. This land was sold in

the fiscal year ended December 31, 2000.
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In the Transition Period 1998, the impairment loss princi-

pally involves assets at the Station Casino St. Charles facility,

including a riverboat formerly used in the Missouri operations,

capitalized project costs associated with various parcels of

land determined to have no value, and several parcels of land

within close proximity to the St. Charles, Missouri site that

were being held for future development. The fair value of the

impaired assets was primarily determined through the mar-

ket’s interest in riverboats and barges, and on the comparable

sales prices on parcels of land in the St. Charles area. The

total amount of the impairment loss in the Transition Period

1998 related to this category of assets was approximately

$23.4 million. In addition to the assets described above, the

most significant portion of the remaining impairment loss in

the Transition Period 1998 relates to several parcels of land in

Nevada and Texas that the Company had acquired in the past

for either defensive or expansion purposes. The value of these

parcels was determined based on sales prices for comparable

parcels of land on the market. The following two circum-

stances led to the Company’s decision to write-down these

assets to their fair market value: (1) the passage, in Nevada,

of legislation which places significantly higher requirements

on land to be zoned for gaming purposes, and (2) the termi-

nation of the Plan of Merger with Crescent Real Estate

Equities.

Restructuring Charge. During the fiscal year ended December

31, 2000, the Company recorded a restructuring charge of

$1.2 million related to organizational changes to reduce costs

and improve efficiency which resulted primarily in employee

severance payments. The Nevada Operations were restruc-

tured to divide management responsibility between the east

side and west side of the Las Vegas valley. As a result, certain

functions that were operated on an individual property basis

have been consolidated.

Missouri/Nevada Investigations and Fines. During the fiscal year

ended December 31, 2000, the Company recorded $4.4 mil-

lion in costs related to litigation and fines stemming from

investigatory proceedings in Missouri and Nevada (see

Lazaroff Investigation below for additional information on the

Missouri investigation).

Preopening Expenses. Prior to December 31, 1998, the

Company capitalized preopening expenses associated with its

construction projects. Such amounts were expensed upon the

opening of the related project. Preopening expenses incurred

after January 1, 1999 have been expensed as incurred.

Preopening expenses during the fiscal year ended December 31,

2000 included $1.1 million related to costs incurred for the

acquisition of Santa Fe Station, $1.8 million related to the

expansion project at Texas Station, $0.7 million related to costs

incurred prior to the acquisition of the Fiesta, $0.1 million

related to costs incurred prior to the acquisition of The Reserve

and $0.2 million related to Green Valley Ranch.

Interest Expense, net. Interest costs incurred (expensed and

capitalized) increased 16.2% to $99.2 million for the fiscal

year ended December 31, 2000 as compared to $85.4 million

in the fiscal year ended December 31, 1999. This increase is

due in part to an increase of $47.1 million in total long-term

debt from the prior year. In addition, the Company issued

$375 million of 97⁄8% Senior Subordinated Notes in July 2000.

The proceeds of the notes were used to repay amounts out-

standing on the revolving credit facility and term loan which

carried lower interest rates.

Interest costs incurred (expensed and capitalized)

decreased 6.2% to $85.4 million for the fiscal year ended

December 31, 1999 as compared to $91.0 million in the

twelve months ended December 31, 1998. This decrease is

due to a decline of $17.2 million in total long-term debt from

the prior year and to a reduction in average interest rates on

long-term debt to 9.0% from 9.6% in the prior year.

Other Income/Expense. During the fourth quarter of the fiscal

year ended December 31, 1999, the Company wrote off $2.4

million of costs incurred related to the termination of the

Flamingo Hilton Kansas City acquisition.

In April 1999, the Company received a $15.0 million set-

tlement payment from Crescent Real Estate Equities, Inc.,

which is included in the “Merger settlement, net of related

legal costs” line on the accompanying Consolidated

Statements of Operations.

Extraordinary Item. During the fiscal year ended December 31,

2000, the Company recorded an extraordinary charge of $0.4

million (net of applicable tax benefit) related to the termina-

tion of the Company’s Term Loan and $0.1 million (net of

applicable tax benefit) related to the termination of the

Company’s bridge loan.

In 1999, the Company recorded an extraordinary

charge of $10.4 million (net of applicable tax benefit) to

reflect the write-off of the unamortized debt discount,

unamortized loan costs and the premium to redeem the

95⁄8% senior subordinated notes, which were repaid on

January 4, 1999. In addition, the Company also recorded an
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extraordinary charge of $0.3 million (net of applicable tax

benefit) related to the write-off of unamortized loan costs on

the Company’s $75.0 million secured term loan facility. 

L iqu i d i t y  and  Cap i t a l  Re sou r c e s

During the fiscal year ended December 31, 2000, the

Company generated cash flows from operating activities of

$163.7 million. At December 31, 2000, the Company had

total available borrowings of $380.8 million under the

Amended Bank Facility, of which $64.0 million was directly

outstanding. Total available borrowings will reduce each quar-

ter in accordance with the terms of the Amended Bank Facility

(see “Description of Certain Indebtedness and Capital Stock-

Amended Bank Facility”). The Company also had $256.0 mil-

lion in cash and cash equivalents. Included in the cash balance

was $194.2 million received from the sale of the Missouri

properties that was held to fund portions of the Fiesta and The

Reserve acquisitions, which were completed in January 2001,

as well as the purchase of land in North Las Vegas in January

2001. On December 20, 2000, the Company sold the Missouri

Operations to Ameristar Casinos, Inc. for $488 million.

During the year ended December 31, 2000, total capital

expenditures were approximately $358.8 million, of which

approximately (i) $205 million was associated with the acqui-

sition of Santa Fe Station, (ii) $65.5 million was associated

with the expansion project at Texas Station, (iii) $3.3 million

was associated with the reconfiguration of the Station

Casino St. Charles facility to a more efficient layout, (iv) $8.8

million was associated with the hotel room remodels at

Palace Station and Boulder Station, (v) $27.3 million was

associated with the renovation and retheming of Santa Fe

Station, (vi) $7.7 million was associated with the expansion

of the Sunset Station parking garage, (vii) $29.3 million was

for maintenance capital expenditures, and (viii) $9.5 million

was associated with various other projects. In addition to the

capital expenditures noted above, the Company also made

$32.0 million of equity contributions to Green Valley Ranch.

The Company’s primary capital requirements during fis-

cal year 2001 are expected to include (i) purchase of the

Fiesta Casino Hotel and costs of capital improvements,

expected to total approximately $175 million, (ii) purchase of

The Reserve Hotel & Casino, and costs of capital improve-

ments, expected to total approximately $80 million, (iii) the

remaining costs of the expansion project at Santa Fe Station,

estimated to be approximately $43.7 million, (iv) the remain-

ing equity contributions to Green Valley Ranch, expected to

be approximately $16 million, (v) investments in new slot

machines and a new slot system of approximately $40 mil-

lion, (vi) the purchases of land for approximately $33 million,

which includes the buyout of the land that is currently leased

by Sunset Station, (vii) strategic land purchases throughout

the Las Vegas area, (viii) opportunistic repurchases of the

Company’s Common Stock, (ix) maintenance capital expendi-

tures, and (x) principal and interest payments on indebtedness. 

In February 2001, the Company issued $300 million of

senior notes, the proceeds of which were used to pay down

the Revolving Facility and to repay $100 million of principal

amount of the 101⁄8% senior subordinated notes. The

Company believes that cash flows from operations, borrow-

ings under the Amended Bank Facility, vendor and lease

financing of equipment, and existing cash balances will be

adequate to satisfy the Company’s anticipated uses of capital

during fiscal year 2001. The Company, however, continually is

evaluating its financing needs. If more attractive financing

alternatives or expansion, development or acquisition oppor-

tunities become available to the Company, the Company may

amend its financing plans assuming such financing would be

permitted under its existing debt agreements (See

“Description of Certain Indebtedness and Capital Stock”) and

other applicable agreements.

Fu tu r e  Deve l opmen t

Green Valley Ranch

A 50/50 joint venture between the Company and GCR

Gaming, LLC (an affiliate of American Nevada Corporation) has

commenced construction of a new resort/casino, Green Valley

Ranch, on the south side of Interstate 215 at Green Valley

Parkway in Henderson, Nevada. The 40-acre resort site is part

of a 170-acre mixed-use commercial, retail and office project.

The Company expects to contribute approximately $50 mil-

lion in cash equity for a 50 percent equity ownership. As of

December 31, 2000, the Company has made cash equity con-

tributions of $34 million. The Company will be the managing

partner of Green Valley Ranch and will receive a management

fee for its services. Construction of the resort is expected to

be completed in the fourth quarter of 2001. The estimated

construction cost of this project is approximately $300 mil-

lion. The project is expected to be capitalized with total equity

contributions from the partners of approximately $100 million

and third party financing for the remainder. The joint venture

has received commitments from a group of banks for a $165
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million reducing revolving credit facility, subject to customary

conditions. The Company anticipates that it will be required

to enter into a completion guarantee and a make-well agree-

ment in connection with the Green Valley Ranch financing. In

addition, the joint venture anticipates obtaining $35 million

of equipment lease financing from a group of lenders. If the

third party financing cannot be obtained or is insufficient to

fund the construction costs, the Company and GCR Gaming,

LLC would be obligated to contribute amounts necessary to

finance the construction and opening of the project. The

Company has co-owned Barley’s with an affiliate of American

Nevada Corporation since January 1996.

United Auburn Indian Community

On October 12, 1999, the Company announced that it has

entered into a Development Services Agreement and a

Management Agreement with the United Auburn Indian

Community (the “UAIC”). Subject to the receipt of certain

governmental approvals, as well as voter approval of a pro-

posed amendment to the California constitution, the

Company and the UAIC intend to develop a gaming and

entertainment facility on 49 acres, located approximately

seven miles north of Interstate 80, in Placer County,

California, near Sacramento. Voter approval of the proposed

amendment to the California constitution was received in

March 2000, however there can be no assurances when or if

the necessary government approvals will be received. The

scope and timing of this project have yet to be determined.

Land Acquisition

In addition to Green Valley Ranch, the Company has pur-

chased or has options to purchase an additional 290 acres of

land for six additional gaming sites in the Las Vegas valley

which will be used for future development. The Rhodes

Ranch site consists of two parcels totaling 83 acres (the

Company owns 51 acres and has an option to purchase 32

acres), located at the intersection of Durango Road and the

Southern Beltway/I-215 located in the southwest quadrant of

Las Vegas. The Boulder/Tropicana site is a 68-acre site consist-

ing of two parcels at the intersection of Boulder Highway and

Tropicana Avenue in eastern Las Vegas. The Company is leas-

ing (with an option to purchase) 34 acres of the site and has

entered into an option to purchase the adjacent 34-acre par-

cel. The Company paid $30.2 million for the land mentioned

above. The Company has no immediate plans to develop

these sites.

On April 19, 2000, the Company announced that it had

secured a gaming site in North Las Vegas. The site is a 34-acre

parcel near the intersection of Martin Luther King Jr. Drive

and Craig Road in North Las Vegas, Nevada. The Company

has entered into a long-term ground lease with an option to

purchase the property. The parcel is already entitled for gam-

ing. As part of the transaction, the Company also placed a

deed restriction prohibiting casino gaming on an 18-acre par-

cel, approximately 1.5 miles east of this site, that was previ-

ously entitled for gaming. The Company is currently

evaluating the size, scope and timing of this project. In order

to maintain its gaming entitlements, the Company would be

required to complete the facility prior to the end of 2002.

In December 2000, the Company purchased for $42.0

million a 49-acre gaming-entitled parcel in southwest Las

Vegas at the intersection of Flamingo Road and the soon-to-

be-completed Interstate 215 Western Beltway. In January

2001, the Company purchased for $9.0 million a 29-acre

gaming-entitled parcel at the intersection of Smoke Ranch

Road and Rancho Road in North Las Vegas, adjacent to the

North Las Vegas airport. In addition, the Company owns a 27-

acre gaming entitled parcel at the intersection of Boulder

Highway and Nellis Boulevard.

The Company’s capital requirements in 2001 could also

include amounts necessary to fund the proposed develop-

ment of the project with the United Auburn Indian

Community to the extent development of such project is

commenced in 2001. In addition, the Company has in the

past, and may in the future, make acquisitions and enter into

joint ventures on an opportunistic basis. While the Company

has not entered into any agreement with respect to any such

future acquisition or joint venture other than as disclosed in

this report, the Company’s capital requirements in 2001 may

include amounts necessary to permit the Company to pursue

such expansion activities.

Lazaroff Investigation

In November the Company entered into a Settlement and

Final Order with the Missouri Gaming Commission (the

“MGC”). The settlement addressed all outstanding issues

between the MGC and the Company and its affiliates, includ-

ing (1) allegations relating to the activities of Michael

Lazaroff, an attorney who formerly represented the Company

in Missouri, and (2) other unrelated, pending disciplinary

actions which sought administrative penalties totaling

$400,000. Although denying any wrongdoing, the Company
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paid an administrative penalty of $1 million to the MGC as

part of the settlement after the closing of the sale of the

Company’s Missouri properties to Ameristar Casinos, Inc.

Regulation and Taxes

The Company is subject to extensive regulation by the Nevada

gaming authorities and will be subject to regulation, which

may or may not be similar to that in Nevada, by any other

jurisdiction in which it may conduct gaming activities in the

future. Changes in applicable laws or regulations could have

a significant impact on the Company’s operations. Pursuant

to legislation enacted in 1996, a federal commission con-

ducted a two-year study of the gaming industry in the United

States and reported its findings and recommendations to

Congress. To date there have been no changes to existing

laws or regulations as a result of this report.

The gaming industry represents a significant source of

tax revenue, particularly to the State of Nevada and its coun-

ties and municipalities. From time to time, various state and

federal legislators and officials have proposed changes in tax

law, or in the administration of such law, affecting the gam-

ing industry. Proposals in recent years that have not been

enacted included a federal gaming tax and increases in state

or local taxes, however, we have no assurances that future

proposals will not be enacted.

Management believes that the Company’s recorded tax

balances are adequate. However, it is not possible to deter-

mine with certainty the likelihood of possible changes in tax

law or in the administration of such law. Such changes, if

adopted, could have a material adverse effect on the

Company’s operating results.

Desc r i p t i on  o f  Ce r t a i n  Indeb t e dne s s  

and  Cap i t a l  S t o ck

Amended Bank Facility

In August 1999, the Company amended its existing bank

credit facility (the “Revolving Facility”) and entered into a new

secured term loan facility (the “Term Loan”) (collectively, “the

Amended Bank Facility”). The Amended Bank Facility is

secured by substantially all of the assets of Palace Station,

Boulder Station, Texas Station, Sunset Station, Station Casino

St. Charles and Station Casino Kansas City (the “Borrowers”).

The proceeds from the Term Loan were used to repay the

Company’s existing $75.0 million secured term loan facility

and to reduce outstanding borrowings under the Company’s

Revolving Facility. The Company recorded an extraordinary

charge of $0.3 million (net of applicable tax benefit) to reflect

the write-off of the unamortized loan costs on the refinanced

$75.0 million secured term loan facility. See discussion below

regarding the termination of the term loan.

In March 2000, the Company exercised its right to

increase the Revolving Facility by $50.0 million. The Revolving

Facility provides for borrowings up to an aggregate principal

amount of $380.8 million at December 31, 2000. The

Revolving Facility matures on September 30, 2003. The avail-

ability under the Revolving Facility was to reduce by $14.0

million on each March 31, 2001 and June 30, 2001; by $17.5

million on each fiscal quarter end until and including

September 30, 2002; by $30.6 million on each fiscal quarter

end until and including June 30, 2003; and by $173.4 million

on September 30, 2003. However, in February 2001, the

Company reduced the Revolving Facility to $300.8 million.

This reduction in the facility will eliminate substantially all the

scheduled amortization through March 31, 2002. Borrowings

under the Revolving Facility bear interest at a margin above

the Alternate Base Rate or the Eurodollar Rate (each, as

defined in the Revolving Facility), as selected by the Company.

The margin above such rates, and the fee on the unfunded

portions of the Revolving Facility, will vary quarterly based on

the Company’s combined consolidated ratio of debt to

EBITDA (each, as defined in the Revolving Facility). As of

December 31, 2000, the Borrower’s margin above the

Eurodollar Rate on borrowings under the Revolving Facility was

1.50%. The maximum margin for Eurodollar Rate borrowings is

2.75%. The maximum margin for Alternate Base Rate borrow-

ings is 1.50%. As of December 31, 2000, the fee for the

unfunded portion of the Revolving Facility was 35 basis points.

The Revolving Facility contains certain financial and

other covenants. These include a maximum funded debt to

Adjusted EBITDA ratio for the Borrowers combined of 2.50 to

1.00 for each fiscal quarter (reduced to 2.25 to 1.00 in

February 2001), a minimum fixed charge coverage ratio for

the preceding four quarters for the Borrowers combined of

1.50 to 1.00 for each fiscal quarter, limitations on indebted-

ness, limitations on asset dispositions, limitations on invest-

ments, limitations on prepayments of indebtedness and rent

and limitations on capital expenditures. As of December 31,

2000, the Borrowers combined funded debt to Adjusted

EBITDA ratio was 0.72 to 1.00 and their combined fixed

charge coverage ratio for the preceding four quarters ended

December 31, 2000 was 2.34 to 1.00. A tranche of the
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Revolving Facility contains a minimum tangible net worth

requirement for Palace Station and certain restrictions on dis-

tributions of cash from Palace Station to the Company. As of

December 31, 2000, Palace Station’s tangible net worth

exceeded the requirement by approximately $10.2 million.

These covenants limit Palace Station’s ability to make pay-

ments to the Company, a significant source of anticipated

cash for the Company. 

In addition, the Revolving Facility has financial and

other covenants relating to the Company. These include a

tangible net worth covenant and a covenant limiting the

consolidated funded debt to Adjusted EBITDA ratio to no

more than 4.50 to 1.00 on December 31, 2000. In February

2001, this ratio was increased to 5.25 to 1.00 and reducing

in various steps to 4.50 to 1.00 on September 30, 2003.

Other covenants limit prepayments of indebtedness or rent

(including, subordinated debt other than refinancings meet-

ing certain criteria), limitations on asset dispositions, limita-

tions on dividends, limitations on indebtedness, limitations

on investments and limitations on capital expenditures. The

Revolving Facility also prohibits the Company from holding

excess cash and cash equivalents. As of December 31, 2000,

the Company’s consolidated funded debt to Adjusted

EBITDA ratio was 3.99 to 1.00. As of December 31, 2001,

the Company has pledged the stock of all of its material sub-

sidiaries except Kansas City Station Corporation and St.

Charles Riverfront Station, Inc. and has agreed to pledge the

stock of these subsidiaries.

Senior Subordinated Notes

The Company has $916.5 million, net of unamortized dis-

count of $6.4 million, of senior subordinated notes outstand-

ing as of December 31, 2000, $198 million of these notes

bear interest, payable semi-annually, at a rate of 101⁄8% per

year, $150 million of these notes bear interest, payable semi-

annually, at a rate of 93⁄4% per year, $199.9 million of these

notes bear interest, payable semi-annually, at a rate of 87⁄8%

per year and $375 million of these notes bear interest,

payable semi-annually, at a rate of 97⁄8% per year (collectively

the “Notes”). The indentures governing the Notes (the

“Indentures”) contain certain customary financial and other

covenants, which limit the Company and its subsidiaries’ abil-

ity to incur additional debt and to pay dividends. At

December 31, 2000, the Company’s Consolidated Coverage

Ratio (as defined) was 2.34 to 1.00. The Indentures provide

that the Company may not incur additional indebtedness,

other than specified types of indebtedness, unless the

Consolidated Coverage Ratio is at least 2.00 to 1.00. In the

event the Consolidated Coverage Ratio is not at least 2.00 to

1.00, the covenant limits the Company’s ability to incur addi-

tional indebtedness for borrowings under the Amended Bank

Facility not to exceed the greater of $200 million or 1.5 times

Operating Cash Flow (as defined) for the four most recent

quarters, plus $15 million. On August 10, 2000, the

Company completed a consent solicitation with the holders

of the Notes to exclude the write-down of assets at Station

Casino St. Charles in December 1999 from the definition of

consolidated net income for the Consolidated Coverage

Ratio. The limitation on the incurrence of additional indebted-

ness and dividend restrictions in the Indentures significantly

restrict the Company’s ability to pay dividends on its capital

stock. The Indentures also give the holders of the Notes the

right to require the Company to purchase the Notes at

101% of the principal amount of the Notes plus accrued

interest thereon upon a Change of Control and Rating

Decline (each as defined in the Indentures) of the Company. 

Senior Notes

In February 2001, the Company issued $300 million of 83⁄8%

Senior Notes (the “Senior Notes”). The proceeds from the

Senior Notes were used to repay amounts outstanding on the

Revolving Facility and to redeem $100 million principal

amount (and the associated call premium) of the 101⁄8% sen-

ior subordinated notes. The Senior Note indenture contains

substantially the same covenants as the Indentures, as well as

a limitation on the amount of liens the Company can incur.

Sunset Operating Lease

The Company entered into an operating lease for furniture,

fixtures and equipment (the “Equipment”) with a cost of up

to $40.0 million, dated as of September 25, 1996 (the

“Sunset Operating Lease”) with First Security Trust Company

of Nevada. A total of $35.7 million of this facility had been

drawn. The Company incurred approximately $2.0 million of

rent expense per quarter related to the Sunset Operating Lease.

In October 1999, the Company exercised its option to purchase

the equipment for approximately $27 million. The purchase

price was funded with borrowings from the Company’s

Revolving Facility.

Common Stock

On May 23, 2000, the Company announced a 3-for-2 stock

split. The record date for the stock split was June 30, 2000

and the distribution date was July 17, 2000. Cash was paid

for all fractional shares. All share data has been adjusted
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retroactively in the accompanying consolidated financial

statements for the 3-for-2 stock split.

Adjusted for the stock split, the Company is authorized

to issue up to 135,000,000 shares of its common stock, $0.01

par value per share (the “Common Stock”), 63,919,530

shares of which were issued and 3,552,401 shares were held

in treasury as of December 31, 2000. Each holder of the

Common Stock is entitled to one vote for each share held of

record on each matter submitted to a vote of stockholders.

Holders of the Common Stock have no cumulative voting,

conversion, redemption or preemptive rights or other rights

to subscribe for additional shares other than pursuant to the

Rights Plan described below. Subject to any preferences that

may be granted to the holders of the Company’s preferred

stock, each holder of Common Stock is entitled to receive rat-

ably such dividends as may be declared by the Board of

Directors out of funds legally available therefore as well as any

distributions to the stockholders and, in the event of liquida-

tion, dissolution or winding up of the Company, is entitled to

share ratably in all assets of the Company remaining after

payment of liabilities.

Rights Plan

On October 6, 1997, the Company declared a dividend of

one preferred share purchase right (a “Right”) for each out-

standing share of Common Stock. The dividend was paid on

October 21, 1997. Each Right entitles the registered holder to

purchase from the Company one one-hundredth of a share of

Series A Preferred Stock, par value $0.01 per share

(“Preferred Shares”) of the Company at a price of $40.00 per

one one-hundredth of a Preferred Share, subject to adjust-

ment. The Rights are not exercisable until the earlier of 10

days following a public announcement that a person or group

of affiliated or associated persons have acquired beneficial

ownership of 15% or more of the outstanding Common

Stock (“Acquiring Person”) or 10 business days (or such later

date as may be determined by action of the Board of

Directors prior to such time as any person or group of affili-

ated persons becomes an Acquiring Person) following the

commencement of, or announcement of an intention to

make, a tender offer or exchange offer, the consummation of

which would result in the beneficial ownership by a person or

group of 15% or more of the outstanding Common Stock.

The Rights will expire on October 21, 2007. Acquiring

Persons do not have the same rights to receive Common

Stock as other holders upon exercise of the Rights. Because

of the nature of the Preferred Shares’ dividend, liquidation

and voting rights, the value of one one-hundredth interest in a

Preferred Share purchasable upon exercise of each Right should

approximate the value of one Common Share. In the event that

any person or group of affiliated or associated persons

becomes an Acquiring Person, the proper provisions will be

made so that each holder of a Right, other than Rights benefi-

cially owned by the Acquiring Person (which will thereafter

become void), will thereafter have the right to receive upon

exercise that number of shares of Common Stock having a

market value of two times the exercise price of the Right. In the

event that the Company is acquired in a merger or other busi-

ness combination transaction or 50% or more of its consoli-

dated assets or earning power are sold after a person or group

has become an Acquiring Person, proper provision will be

made so that each holder of a Right will thereafter have the

right to receive, upon exercise thereof, that number of shares

of Common Stock of the acquiring company which at the time

of such transaction will have a market value of two times the

exercise price of the Right. Because of the characteristics of the

Rights in connection with a person or group of affiliated or

associated persons becoming an Acquiring Person, the Rights

may have the effect of making an acquisition of the Company

more difficult and may discourage such an acquisition.

Preferred Stock

The Company is authorized to issue up to 5,000,000 shares

of its preferred stock, $0.01 par value per share (the

“Preferred Stock”). As of June 14, 1999, the Company

redeemed all 2,070,000 shares of its $3.50 Convertible

Preferred Stock in exchange for 10,112,448 shares of the

Company’s Common Stock. The Board of Directors, without

further action by the holders of Common Stock, may issue

shares of Preferred Stock in one or more series and may fix or

alter the rights, preferences, privileges and restrictions, includ-

ing the voting rights, redemption provisions (including sinking

fund provisions), dividend rights, dividend rates, liquidation

rates, liquidation preferences, conversion rights and the

description and number of shares constituting any wholly

unissued series of Preferred Stock. Except as described above,

the Board of Directors, without further stockholder approval,

may issue shares of Preferred Stock with rights that could

adversely affect the rights of the holders of Common Stock.

The issuance of shares of Preferred Stock under certain cir-

cumstances could have the effect of delaying or preventing a

change of control of the Company or other corporate action. 
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Treasury Stock

Adjusted for the stock split, the Company is authorized to

repurchase up to approximately 9.5 million shares of its

Common Stock. As of December 31, 2000, the Company had

purchased 3.6 million shares at a cost of $41.9 million. In July

2000, the Company entered into an equity forward contract

that allows for shares of the Company’s Common Stock to be

purchased by a financial institution and held on the

Company’s behalf. This contract expired in January 2001 and

the terms of the contract permitted settlement in cash,

shares, net cash or net shares. In January 2001, the Company

closed out the contract and purchased 3.2 million shares for

approximately $46 million.

Put Options

During the quarter ended March 31, 2000, the Company sold

put options, adjusted for the stock split, on 2.2 million shares

of its Common Stock. The Company had the option to settle

in cash or shares of Common Stock. On April 27, 2000,

options on 1.1 million shares expired unexercised. On July 27,

2000, the remaining options on 1.1 million shares were rolled

into another put option for 1.1 million shares, which was ter-

minated on August 4, 2000.

Quan t i t a t i v e  and  Qua l i t a t i v e  D i s c l o su r e s

Abou t  Ma rke t  R i sk

Market risk is the risk of loss arising from adverse changes in

market rates and prices, such as interest rates, foreign cur-

rency exchange rates and commodity prices. The Company’s

primary exposure to market risk is interest rate risk associated

with its long-term debt. The Company attempts to limit its

exposure to interest rate risk by managing the mix of its long-

term fixed-rate borrowings and short-term borrowings under

the Amended Bank Facility. Borrowings under the Amended

Bank Facility bear interest, at the Company’s option, at a

specified premium over the prime rate or at a specified pre-

mium over the one-, two-, three-, or six-month London

Interbank Offered Rate (“LIBOR”). However, the amount of

outstanding borrowings is expected to fluctuate and may be

reduced from time to time. The Revolving Facility matures in

September 2003.

The following table provides information about the Company’s long-term debt at December 31, 2000 (see also

“Description of Certain Indebtedness and Capital Stock”) (amounts in thousands):

Maturity Face Carrying Estimated

Date Amount Value Fair Value

Revolving Facility at a weighted average 

interest rate of approximately 9.41% September 2003 $ 64,000 $ 64,000 $ 64,000

97⁄8% senior subordinated notes July 2010 375,000 373,566 386,438

87⁄8% senior subordinated notes December 2008 199,900 199,900 196,622

93⁄4% senior subordinated notes April 2007 150,000 145,782 153,720

101⁄8% senior subordinated notes March 2006 198,000 197,205 204,098

Other notes, interest ranging from 8.50% to 9.00% Various to June 2007 9,172 9,172 9,172

Total $996,072 $989,625 $1,014,050
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December 31,
2000 1999

Asse t s
Current assets:

Cash and cash equivalents $ 255,984 $ 73,072
Receivables, net 11,128 12,346 
Income tax receivable 18,351 —
Inventories 3,975 6,013
Prepaid gaming tax 11,072 10,035
Prepaid expenses 5,276 8,219
Deferred income tax 7,248 8,023

Total current assets 313,034 117,708
Property and equipment, net 811,449 1,025,753
Goodwill, net 114,854 2,407
Land held for development 97,949 18,839
Investment in joint ventures 45,210 3,699
Deferred income tax, net — 24,319
Other assets, net 57,932 83,548

Total assets $1,440,428 $1,276,273

L i ab i l i t i e s  and  S t o ckho l d e r s ’  Equ i t y
Current liabilities:

Current portion of long-term debt $ 5,684 $ 8,647
Accounts payable 21,871 11,998
Accrued payroll and related 20,335 25,065
Construction contracts payable 5,476 750
Accrued interest payable 10,998 12,341
Accrued progressives 6,837 8,877
Accrued expenses and other current liabilities 53,541 50,011

Total current liabilities 124,742 117,689
Long-term debt, less current portion 983,941 933,833
Deferred income tax, net 31,336 —
Other long-term liabilities, net 11,522 7,950

Total liabilities 1,151,541 1,059,472

Commitments and contingencies (Note 6)
Stockholders’ equity:

Common stock, par value $.01; authorized 135,000,000 shares; 
63,919,530 and 63,683,999 shares issued 427 424

Treasury stock, 3,552,401 and 1,167,494 shares, at cost (41,882) (11,862)
Additional paid-in capital 288,794 282,294
Deferred compensation—restricted stock (6,050) (7,432)
Retained earnings (accumulated deficit) 47,598 (45,907)
Accumulated other comprehensive income — (716)

Total stockholders’ equity 288,887 216,801

Total liabilities and stockholders’ equity $1,440,428 $1,276,273

The accompanying notes are an integral part of these consolidated statements.
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For the Years Ended Transition
December 31, Period

2000 1999 1998

(see Note 1)

Operating revenues:
Casino $ 807,880 $ 764,089 $ 509,149
Food and beverage 137,198 141,116 104,538
Room 46,260 42,870 30,040
Other 67,999 62,286 47,663

Gross revenues 1,059,337 1,010,361 691,390
Promotional allowances (67,659) (67,892) (49,176)

Net revenues 991,678 942,469 642,214

Operating costs and expenses:
Casino 372,826 356,365 249,353
Food and beverage 83,879 88,898 66,121
Room 16,416 15,860 11,515
Other 37,077 30,616 19,463
Selling, general and administrative 180,659 190,753 136,649
Corporate expense 26,974 23,007 11,431
Depreciation and amortization 63,346 70,664 52,975
Gain on sale of Missouri assets (41,731) — —
Missouri/Nevada investigations and fines 4,388 — —
Preopening expenses 3,858 — —
Restructuring charge 1,174 — —
Impairment loss — 137,435 30,011

748,866 913,598 577,518

Operating income 242,812 28,871 64,696

Other income (expense):
Interest expense, net (94,098) (84,618) (66,127)
Merger settlement, net of related legal costs — 12,824 (2,943)
Other (565) (4,300) (5,490)

(94,663) (76,094) (74,560)

Income (loss) before income taxes and extraordinary item 148,149 (47,223) (9,864)
Income tax (provision) benefit (54,098) 14,929 871

Income (loss) before extraordinary item 94,051 (32,294) (8,993)
Extraordinary item—loss on early retirement of debt, 

net of applicable income tax benefit (546) (10,653) (3,104)

Net income (loss) 93,505 (42,947) (12,097)
Preferred stock dividends — (1,811) (5,434)

Net income (loss) applicable to common stock $ 93,505 $ (44,758) $ (17,531)

Basic and diluted earnings (loss) per common share:
Earnings (loss) applicable to common stock, before extraordinary item:

Basic $ 1.55 $ (0.58) $ (0.27)
Diluted $ 1.49 $ (0.58) $ (0.27)

Earnings (loss) applicable to common stock:
Basic $ 1.55 $ (0.76) $ (0.33)
Diluted $ 1.48 $ (0.76) $ (0.33)

Weighted average common shares outstanding:
Basic 60,519,046 58,692,141 52,967,573
Diluted 63,116,113 58,692,141 52,967,573

The accompanying notes are an integral part of these consolidated statements.

C O N S O L I D A T E D  S T A T E M E N T S  O F  O P E R A T I O N S

(amounts in thousands, except share data)
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Deferred Retained Accumulated

Additional Compensation- Earnings Other Total

Preferred Common Treasury Paid-in Restricted (Accumulated Comprehensive Stockholders’

Stock Stock Stock Capital Stock Deficit) Income Equity

Balances, March 31, 1998 $ 103,500 $353 $ — $167,180 $ (528) $ 16,382 $ — $286,887

Exercise of stock options — — — 36 — — — 36

Amortization of deferred

compensation — — — — 369 — — 369

Preferred stock dividends — — — — — (5,434) — (5,434)

Purchase of treasury stock, 

at cost (320 shares) — — (2,006) — — — — (2,006)

Other — — — 1,651 — — — 1,651

Net loss — — — — — (12,097) — (12,097)

Balances, December 31, 1998, 

(see Note 1) 103,500 353 (2,006) 168,867 (159) (1,149) — 269,406

Exercise of stock options — 1 — 827 — — — 828

Issuance of restricted stock — 3 — 7,510 (7,513) — — —

Amortization of deferred 

compensation — — — — 240 — — 240

Preferred stock dividends — — — — — (1,811) — (1,811)

Preferred stock conversion (103,500) 67 — 103,746 — — — 313

Purchase of treasury stock, at 

cost (848 shares) — — (9,856) — — — — (9,856)

Other — — — 1,344 — — — 1,344

Asset held for sale market 

valuation adjustment — — — — — — (716) (716)

Net loss — — — — — (42,947) — (42,947)

Balances, December 31, 1999 — 424 (11,862) 282,294 (7,432) (45,907) (716) 216,801

Exercise of stock options — 3 — 3,146 — — — 3,149

Cancellation of restricted stock — — — (631) 631 — — —

Amortization of deferred

compensation — — — — 751 — — 751

Purchase of treasury stock, at 

cost (2,384 shares) — — (30,020) — — — — (30,020)

Sale of put options — — — 2,085 — — — 2,085

Other — — — 1,900 — — — 1,900

Asset held for sale market

valuation adjustment — — — — — — 716 716

Net income — — — — — 93,505 — 93,505

Balances, December 31, 2000 $ — $427 $(41,882) $288,794 $(6,050) $ 47,598 $ — $288,887

The accompanying notes are an integral part of these consolidated statements
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For the Years Ended Transition
December 31, Period

2000 1999 1998

(see Note 1)

Cash flows from operating activities:
Net income (loss) $ 93,505 $ (42,947) $  (12,097)

Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 63,346 70,664 52,975
Amortization of debt discount and issuance costs 2,979 2,659 4,254
Loss on early retirement of debt 840 16,389 4,775
Impairment loss — 137,435 30,011
Gain on sale of Missouri assets (41,731) — —
Changes in assets and liabilities:

(Increase) decrease in receivables, net (19,613) 6,026 (5,598)
Decrease (increase) in inventories and prepaid expenses and other 432 (3,113) (2,839)
Increase (decrease) in deferred income tax 56,430 (32,733) (6,410)
Increase (decrease) in accounts payable 9,873 (6,893) 2,138
(Decrease) increase in accrued expenses and other current liabilities (321) 25,170 9,531

Other, net (2,044) 401 (48)

Total adjustments 70,191 216,005 88,789

Net cash provided by operating activities 163,696 173,058 76,692

Cash flows from investing activities:
Capital expenditures (358,763) (76,344) (96,482)
Proceeds from sale of property and equipment and Missouri assets 511,576 5,025 5,998
Purchase of land held for development (79,596) (1,947) (580)
Investment in joint ventures (58,837) (2,643) —
Assets held for sale — (37,468) —
Increase (decrease) in construction contracts payable 4,726 (9,649) (135)
Other, net (11,810) (8,627) (2,572)

Net cash provided by (used in) investing activities 7,296 (131,653) (93,771)

Cash flows from financing activities:
(Payments) borrowings under bank facility, net (313,300) (1,700) 55,000
Principal payments on notes payable (13,695) (16,004) (11,780)
Proceeds from the issuance of senior subordinated notes 373,522 — 199,900
Defeasance of 95⁄8% senior subordinated notes — (201,670) —
Purchase of treasury stock (30,020) (9,856) (2,006)
Sale of put options 2,085 — —
Dividends paid on preferred stock — (1,811) (5,434)
Exercise of stock options 3,149 828 36
Debt issuance costs and other, net (9,821) 457 (7,372)

Net cash provided by (used in) financing activities 11,920 (229,756) 228,344

Cash and cash equivalents:
Increase (decrease) in cash and cash equivalents 182,912 (188,351) 211,265
Balance, beginning of year 73,072 261,423 50,158

Balance, end of year $ 255,984 $ 73,072 $ 261,423

Supplemental cash flow disclosures:
Cash paid for interest, net of amounts capitalized $ 93,582 $ 85,176 $ 65,275
Cash paid for income taxes, net $ 16,550 $ 15,202 $ 519
Property and equipment purchases financed by debt $ — $ 35 $ 2,978
Preferred stock converted to common stock and additional paid-in capital $ — $ 100,131 $ —
Market valuation adjustment for asset held for sale $ — $ 716 $ —

The accompanying notes are an integral part of these consolidated statements.

C O N S O L I D A T E D  S T A T E M E N T S  O F  C A S H  F L O W S

(amounts in thousands)
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1 . Summary  o f  S i gn i f i c an t  Accoun t i n g  Po l i c i e s

and  Ba s i s  o f  P r e s en t a t i on

Basis of Presentation and Organization

Station Casinos, Inc. (the “Company”), a Nevada Corporation,

is a gaming company that owns and operates seven distinctly

themed hotel/casino properties and two smaller casino proper-

ties throughout the Las Vegas metropolitan area. The

Company also owns and provides slot route management

services in southern Nevada. On October 2, 2000, the

Company consummated the purchase of substantially all of

the assets of the Santa Fe Hotel & Casino for an aggregate

purchase price of $205 million and renamed the property

Santa Fe Station. Until December 20, 2000, the Company

owned and operated St. Charles Riverfront Station, Inc.

(“Station Casino St. Charles”) located in St. Charles, Missouri

and Kansas City Station Corporation (“Station Casino Kansas

City”) located in Kansas City, Missouri. On December 20,

2000, the Company consummated the sale of substantially all

of the assets of Station Casino St. Charles and Station Casino

Kansas City (collectively the “Missouri Properties”) to

Ameristar Casinos, Inc. for an aggregate purchase price of

approximately $488 million.

On January 4, 2001, the Company consummated the

purchase of substantially all of the assets of the Fiesta Casino

Hotel for a purchase price of $170 million. On January 30,

2001, the Company consummated the purchase of substan-

tially all of the assets of The Reserve Hotel & Casino for an

aggregate purchase price of $71.8 million.

The accompanying consolidated financial statements

include the accounts of the Company and its wholly-owned sub-

sidiaries, Palace Station Hotel & Casino, Inc. (“Palace Station”),

Boulder Station, Inc. (“Boulder Station”), Texas Station, Inc.

(“Texas Station”), Sunset Station, Inc. (“Sunset Station”), Santa

Fe Station, Inc. (“Santa Fe Station”), St. Charles Riverfront

Station, Inc. (“Station Casino St. Charles”), Kansas City Station

Corporation (“Station Casino Kansas City”), Southwest Gaming

Services, Inc. (“SGSI”) and Tropicana Station, Inc., the operator of

the Wild Wild West Gambling Hall & Hotel (“Wild Wild West”).

The Company also owns a 50% interest in Town Center

Amusements, Inc. d.b.a. Barley’s Casino & Brewing Company

(“Barley’s”). All significant intercompany accounts and transac-

tions have been eliminated. 

Change in Fiscal Year

On November 6, 1998, the Company filed a Form 8-K

announcing its change in fiscal year end from March 31 of

each year to December 31 of each year. This change is effec-

tive for the nine month period ended December 31, 1998

(the “Transition Period 1998”). Selected consolidated finan-

cial data for the twelve months ended December 31, 1998 is

presented below, for comparison purposes only (amounts in

thousands, unaudited).

Net revenues $847,015

Operating income 92,380

Loss before income taxes and extraordinary item (10,092)

Income tax benefit 453

Extraordinary item, net of applicable income tax benefit (5,146)

Net loss (14,785)

Net loss applicable to common stock (22,030)

Loss per common share applicable to common stock (0.42)

Use of Estimates

The preparation of financial statements in conformity with

generally accepted accounting principles requires manage-

ment to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and

expenses during the reporting period. Actual results may dif-

fer from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include investments purchased

with an original maturity of 90 days or less.

Inventories

Inventories are stated at the lower of cost or market; cost

being determined on a first-in, first-out basis.

Property and Equipment

Property and equipment are stated at cost. Depreciation and

amortization are computed using the straight-line method

over the estimated useful lives of the assets or the terms of

the capitalized lease, whichever is less. Costs of major

improvements are capitalized, while costs of normal repairs

and maintenance are charged to expense as incurred. 
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Goodwill

In connection with the acquisition of Santa Fe Station, the

excess of the purchase price over the fair market value of the

net assets acquired was $113.3 million and is being amor-

tized over a period of 40 years.

Capitalization of Interest

The Company capitalizes interest costs associated with debt

incurred in connection with major construction projects.

Interest capitalization ceases once the project is substantially

complete or no longer undergoing construction activities to

prepare it for its intended use. When no debt is specifically

identified as being incurred in connection with such construc-

tion projects, the Company capitalizes interest on amounts

expended on the project at the Company’s weighted average

cost of borrowed money. Interest capitalized was approxi-

mately $3.8 million for the fiscal year ended December 31,

2000, was approximately $0.4 million for the fiscal year

ended December 31, 1999 and was approximately $1.2 mil-

lion for the Transition Period 1998.

Investments in Joint Ventures

The Company has investments in two joint ventures that are

accounted for under the equity method. Under the equity

method, original investments are recorded at cost and

adjusted by the Company’s share of earnings, losses and dis-

tributions of the joint ventures. The investment balance also

includes interest capitalized during the construction period

which will be amortized against the earnings of the joint ven-

ture when operations begin. In addition, the Company has an

investment in a joint venture in which it owns a 6.7% inter-

est, and therefore, is accounted for on the cost method.

Under the cost method, earnings will be recognized only to

the extent that cash is distributed from the joint venture.

Debt Issuance Costs

Debt issuance costs incurred in connection with the issuance

of long-term debt are capitalized and amortized to interest

expense over the terms of the related debt agreements.

Preopening Expenses

Effective January 1, 1999, Statement of Position 98-5,

“Reporting on the Costs of Start-up Activities”, changed the

manner in which the Company accounts for preopening

expenses. Preopening expenses incurred after January 1,

1999 have been expensed as incurred. The construction phase

typically covers a period of 12 to 24 months. The majority of pre-

opening costs are incurred in the three months prior to opening.

During the fiscal year ended December 31, 2000, the Company

incurred preopening expenses of $3.9 million related to the

expansion of Texas Station, the remodeling of Santa Fe Station

and ongoing construction of Green Valley Ranch. During the fiscal

year ended December 31, 1999 and the Transition Period 1998,

the Company had no preopening expenses.

Revenues and Promotional Allowances

In accordance with industry practice, the Company recognizes

as casino revenues the net win from gaming activities, which

is the difference between gaming wins and losses. All other

revenues are recognized as the service is provided. Revenues

include the retail value of accommodations and food and

beverage provided on a complimentary basis to customers.

The estimated departmental costs of providing such promo-

tional allowances are included in casino costs and expenses

and consist of the following (amounts in thousands):

For the Years Ended Transition

December 31, Period

2000 1999 1998

Food and beverage $51,545 $51,916 $38,816

Room 3,126 2,527 1,877

Other 3,242 3,106 1,932

Total $57,913 $57,549 $42,625

Earnings (Loss) Applicable to Common Stock

In accordance with the provisions of Statement of Financial

Accounting Standards (“SFAS”) No. 128, “Earnings Per

Share”, basic EPS is computed by dividing net income (loss)

applicable to common stock by the weighted average com-

mon shares outstanding during the period. Diluted EPS

reflects the additional dilution for all potentially dilutive secu-

rities such as stock options and convertible preferred stock.
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The weighted average number of common shares used

in the calculation of basic and diluted earnings per share con-

sisted of the following:
Year Ended

December 31,

2000

Weighted average common shares outstanding

(used in calculation of basic earnings per share) 60,519,046

Potential dilution from the assumed exercise

of stock options 2,597,067

Weighted average common and common

equivalent shares outstanding (used in 

calculation of diluted earnings per share) 63,116,113

The assumed exercise of stock options for the year

ended December 31, 1999 and the Transition Period 1998

was anti-dilutive and, therefore, not included in the calcula-

tion above.

Recently Issued Accounting Standards

The Financial Accounting Standards Board issued Statement of

Financial Accounting Standards (“SFAS”) No. 133, “Accounting

for Derivative Instruments and Hedging Activities”. This state-

ment establishes accounting and reporting standards for

derivative instruments for fiscal years beginning after June 15,

2000. Management estimates that SFAS No. 133 will not have

a significant impact on the Company’s results of operations or

financial position.

Reclassifications

Certain amounts in the December 31, 1999 and the

Transition Period 1998 consolidated financial statements have

been reclassified to conform to the December 31, 2000 pres-

entation. These reclassifications had no effect on the previ-

ously reported net loss.

2 . Rec e i v ab l e s

Components of receivables are as follows (amounts in

thousands):
December 31,

2000 1999

Casino $ 7,376 $ 7,496

Hotel 2,546 2,546

Other 4,144 5,263

14,066 15,305

Allowance for doubtful accounts (2,938) (2,959)

Receivables, net $11,128 $12,346

3 . P rope r t y  and  Equ i pmen t

Property and equipment consists of the following as of

December 31, 2000 and 1999 (amounts in thousands): 

Estimated December 31,

Life (years) 2000 1999

Land — $ 57,956 $ 36,737

Land leases acquired 48-52 4,995 4,995

Buildings and leasehold 

improvements 31-45 675,696 765,042

Boats and barges 20-45 — 67,009

Furniture, fixtures and 

equipment 3-7 258,058 284,167

Construction in progress — 19,022 119,353

1,015,727 1,277,303

Accumulated depreciation 

and amortization (204,278) (251,550)

Property and equipment, net $ 811,449 $1,025,753

At December 31, 2000 and 1999, substantially all prop-

erty and equipment of the Company is pledged as collateral

for long-term debt.
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Construction in Progress

Since December 31, 1997, construction on the Station Casino

St. Charles expansion project has been halted. Included in con-

struction in progress at December 31, 1999 is approximately

$101.0 million related to the Station Casino St. Charles expan-

sion project (see Asset Impairment discussion below).

Asset Impairment

In accordance with SFAS No. 121, “Accounting for the

Impairment of Long-Lived Assets and for Long-Lived Assets to

be Disposed Of”, the Company recorded an impairment loss

of $137.4 million in the fiscal year ended December 31, 1999

and $30.0 million in the Transition Period 1998 to adjust the

carrying value of its fixed assets and land held for develop-

ment to their estimated fair value. In the fiscal year ended

December 31, 1999, approximately $125.2 million of the

impairment loss was related to Station Casino St. Charles. In

the fourth quarter of 1999, the Company made a decision to

reconfigure the existing Station Casino St. Charles facility to a

more efficient layout in response to the new open boarding

rules promulgated by the Missouri Gaming Commission that

began in September 1999 in the St. Louis market. In March

2000, all gaming operations were moved to the existing

barge and the existing riverboat has been sold. In accordance

with SFAS No. 121, the riverboat and miscellaneous other

fixed assets were written down by approximately $15 million

to their net realizable value. In December 2000, the Company

sold its Missouri assets (see Note 6).

In addition, the Company performed an evaluation of

the carrying values of the remaining assets in St. Charles and

determined a $110 million write-down of the asset values

was necessary. The write-down was deemed appropriate after

a review of the property’s asset valuations relative to the

Company’s near-term investment objectives. The balance of

the impairment loss in the fiscal year ended December 31,

1999, resulted primarily from the Company’s determination

that it would sell a 40-acre parcel of land in Henderson,

Nevada, that it had acquired. Future development of the

property will be limited to non-gaming purposes. The result-

ing write-down of the parcel was necessary to reflect the

value of the land as a non-gaming site. This land was sold in

the fiscal year ended December 31, 2000.

In the Transition Period 1998, the impairment loss princi-

pally involves assets at the Station Casino St. Charles facility,

including a riverboat formerly used in the Missouri operations,

capitalized project costs associated with various parcels of

land determined to have no value, and several parcels of land

within close proximity to the St. Charles, Missouri site that

were being held for future development. The fair value of the

impaired assets was primarily determined through the mar-

ket’s interest in riverboats and barges, and on the comparable

sales prices on parcels of land in the St. Charles area. The

total amount of the impairment loss in the Transition Period

1998 related to this category of assets was approximately

$23.4 million. In addition to the assets described above, the

most significant portion of the remaining impairment loss in

the Transition Period 1998 relates to several parcels of land in

Nevada and Texas that the Company had acquired in the past

for either defensive or expansion purposes. The value of these

parcels was determined based on sales prices for comparable

parcels of land on the market. The following two circum-

stances led to the Company’s decision to write-down these

assets to their fair market value: (1) the passage, in Nevada,

of legislation which places significantly higher requirements

on land to be zoned for gaming purposes, and (2) the termi-

nation of the Plan of Merger with Crescent Real Estate

Equities Company.

Palace Station Fire and Flood

On July 20, 1998, Palace Station suffered damage to its casino

and hotel tower as a result of a thunderstorm in the Las Vegas

valley. In November 1998, repairs were completed to the casino

and all of the rooms in the 21-story hotel tower became fully

functional. Losses associated with the property damage and

business interruption were covered under the Company’s insur-

ance policies. As of December 31, 1998, the Company had

recorded $6.8 million in other revenues in the Consolidated

Statements of Operations for the Transition Period 1998

related to the business interruption claim. During the quarter

ended March 31, 1999, the Company received its final payment

from its insurance company on these claims.

4 . Land  He l d  f o r  Deve l opmen t

The Company has acquired several parcels of land in the Las

Vegas valley as part of the Company’s development activities.

The Company’s decision on whether to proceed with any new

gaming opportunity is dependent upon future economic and

regulatory factors, the availability of financing and competi-

tive and strategic considerations. As many of these considera-

tions are beyond the Company’s control, no assurances can

be made that the Company will be able to obtain appropriate

licensing or be able to secure additional, acceptable financing

in order to proceed with any particular project. As of
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December 31, 2000, the Company has $97.9 million of land

held for development. Land held for development consists

primarily of five sites that are owned or leased which comprise

195 acres. In addition, the Company has options to purchase

a total of 66 acres adjacent to two of the sites.

5 . Long - t e rm  Deb t

Long-term debt consists of the following (amounts in

thousands): 
December 31,

2000 1999

Amended and restated reducing 

revolving credit facility, $380.8 

million limit at December 31, 2000, 

due September 30, 2003, interest 

at a margin above the bank’s prime 

rate or the Eurodollar Rate (9.41% at 

December 31, 2000) $ 64,000 $177,300

Secured term loan facility — 200,000

97⁄8% senior subordinated notes, 

interest payable semi-annually, 

principal due July 1, 2010, net of 

unamortized discount of $1.4

million at December 31, 2000 373,566 —

87⁄8% senior subordinated notes, 

interest payable semi-annually, 

principal due December 1, 2008 199,900 199,900

93⁄4% senior subordinated notes, 

interest payable semi-annually, principal 

due April 15, 2007, net of unamortized 

discount of $4.2 million at 

December 31, 2000 145,782 145,326

101⁄8% senior subordinated notes, 

interest payable semi-annually, principal 

due March 15, 2006, net of unamortized 

discount of $0.8 million at 

December 31, 2000 197,205 197,087

Other long-term debt, collateralized 

by various assets, including slot 

machines, furniture and equipment, 

and land, monthly installments including 

interest ranging from 8.50% to 9.00% 

at December 31, 2000 9,172 22,867

Total long-term debt 989,625 942,480

Current portion of long-term debt (5,684) (8,647)

Total long-term debt, less 

current portion $983,941 $933,833

In August 1999, the Company amended its existing

bank credit facility (the “Revolving Facility”) and entered into a

new secured term loan facility (the “Term Loan”) (collectively,

“the Amended Bank Facility”). The Amended Bank Facility is

secured by substantially all of the assets of Palace Station,

Boulder Station, Texas Station, Sunset Station, Station Casino

St. Charles and Station Casino Kansas City (the “Borrowers”).

The proceeds from the Term Loan were used to repay the

Company’s existing $75.0 million secured term loan facility and

to reduce outstanding borrowings under the Company’s

Revolving Facility. The Company recorded an extraordinary

charge of $0.3 million (net of applicable tax benefit) to reflect

the write-off of the unamortized loan costs on the refinanced

$75.0 million secured term loan facility. See discussion below

regarding the termination of the Term Loan.

Subsequent to December 31, 2000, the Company

amended the Revolving Facility to amend certain covenants

discussed below including the scheduled amortization and

the consolidated funded debt to adjusted EBITDA ratio. See

discussion of amendment in Note 12.

In March 2000, the Company exercised its right to

increase the Revolving Facility by $50.0 million. The Revolving

Facility provides for borrowings up to an aggregate principal

amount of $380.8 million at December 31, 2000. The

Revolving Facility matures on September 30, 2003. The avail-

ability under the Revolving Facility will reduce by $14.0 million

on each of March 31, 2001 and June 30, 2001; by $17.5 mil-

lion each fiscal quarter end until and including September 30,

2002; by $30.6 million on each fiscal quarter end until and

including June 30, 2003; and by $173.4 million on September

30, 2003. Borrowings under the Revolving Facility bear inter-

est at a margin above the Alternate Base Rate or the

Eurodollar Rate (each, as defined in the Revolving Facility), as

selected by the Company. The margin above such rates, and

the fee on the unfunded portions of the Revolving Facility, will

vary quarterly based on the Company’s combined consoli-

dated ratio of debt to EBITDA (each, as defined in the

Revolving Facility). As of December 31, 2000, the Borrower’s

margin above the Eurodollar Rate on borrowings under the

Revolving Facility was 1.50%. The maximum margin for

Eurodollar Rate borrowings is 2.75%. The maximum margin

for Alternate Base Rate borrowings is 1.50%. As of December

31, 2000, the fee for the unfunded portion of the Revolving

Facility was 35 basis points.
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The Revolving Facility contains certain financial and other

covenants. These include a maximum funded debt to Adjusted

EBITDA ratio for the Borrowers combined of 2.50 to 1.00 for

each fiscal quarter, a minimum fixed charge coverage ratio for

the preceding four quarters for the Borrowers combined of

1.50 to 1.00 for each fiscal quarter, limitations on indebted-

ness, limitations on asset dispositions, limitations on invest-

ments, limitations on prepayments of indebtedness and rent

and limitations on capital expenditures. As of December 31,

2000, the Borrowers combined funded debt to Adjusted

EBITDA ratio was 0.72 to 1.00 and their combined fixed

charge coverage ratio for the preceding four quarters ended

December 31, 2000 was 2.34 to 1.00. A tranche of the

Revolving Facility contains a minimum tangible net worth

requirement for Palace Station and certain restrictions on dis-

tributions of cash from Palace Station to the Company. As of

December 31, 2000, Palace Station’s tangible net worth

exceeded the requirement by approximately $10.2 million.

These covenants limit Palace Station’s ability to make pay-

ments to the Company, a significant source of anticipated cash

for the Company.

In addition, the Revolving Facility has financial and

other covenants relating to the Company. These include a

tangible net worth covenant and a covenant limiting the

consolidated funded debt to Adjusted EBITDA ratio to no

more than 4.50 to 1.00 on December 31, 2000 and reducing

quarterly to 4.00 to 1.00 on September 30, 2001. Other

covenants limit prepayments of indebtedness or rent (includ-

ing, subordinated debt other than refinancings meeting cer-

tain criteria), limitations on asset dispositions, limitations on

dividends, limitations on indebtedness, limitations on invest-

ments and limitations on capital expenditures. The Revolving

Facility also prohibits the Company from holding excess cash

and cash equivalents. As of December 31, 2000, the

Company’s consolidated funded debt to Adjusted EBITDA

ratio was 3.99 to 1.00. As of December 31, 2000, the

Company has pledged the stock of all of its material 

subsidiaries except Kansas City Station Corporation and 

St. Charles Riverfront Station, Inc. and has agreed to pledge

the stock of these subsidiaries.

In July 2000, the Company completed an offering of

$375.0 million of senior subordinated notes due in July 2010,

that have equal priority with the other senior subordinated

notes. The $375.0 million senior subordinated notes bear

interest payable semi-annually at a rate of 97⁄8%. The discount

on the $375.0 million senior subordinated notes was

recorded as a reduction to long-term debt. Proceeds from the

sale of the $375.0 million senior subordinated notes were

used to repay all amounts outstanding under the Term Loan

and the Term Loan was terminated. The remaining proceeds

were used to reduce amounts outstanding under our

Revolving Facility. The Company recorded an extraordinary

charge of $0.4 million (net of applicable tax benefit) to reflect

the write-off of the unamortized loan costs related to the

termination of the Term Loan.

In December 1998, the Company completed an offering

of $199.9 million of senior subordinated notes due in

December 2008 that have equal priority with the Company’s

other senior subordinated notes. The $199.9 million senior

subordinated notes bear interest payable semi-annually, at a

rate of 87⁄8% per year (the “87⁄8% Notes”). At December 31,

1998, the Company had deposited the net proceeds from the

sale of the 87⁄8% Notes and a portion of the funds borrowed

under the Amended Bank Facility in a separate trust account

with the trustee under the indenture relating to the 95⁄8%

senior subordinated notes (the “95⁄8% Notes”) to redeem and

to pay accrued interest and redemption premiums related to

the 95⁄8% Notes on the redemption date. The redemption

occurred on January 4, 1999. The Company recorded an

extraordinary charge of $10.4 million (net of applicable tax

benefit) to reflect the write-off of the unamortized debt dis-

count, unamortized loan costs and the premium to redeem

the 95⁄8% Notes.

In April 1997, the Company completed an offering of

$150 million of senior subordinated notes due in April 2007,

that have equal priority with the other senior subordinated

notes. The $150 million senior subordinated notes have a

coupon rate of 93⁄4% and were priced to yield 10.37% to

maturity. The discount on the $150 million senior subordi-

nated notes has been recorded as a reduction to long-term

debt in the accompanying consolidated balance sheets.

In March 1996, the Company completed an offering of

$198 million of senior subordinated notes due in March

2006, that have equal priority with the other senior subordi-

nated notes. The $198 million senior subordinated notes have

a coupon rate of 101⁄8% and were priced to yield 10.24% to

maturity. The discount on the $198 million senior subordi-

nated notes has been recorded as a reduction to long-term

debt in the accompanying consolidated balance sheets. 

The indentures governing the Company’s senior subordi-

nated notes (the “Indentures”) contain certain customary

financial and other covenants which limit the Company and
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its subsidiaries’ ability to incur additional debt and to pay div-

idends. At December 31, 2000, the Company’s Consolidated

Coverage Ratio (as defined in the Indentures) was 2.34 to

1.00. The Indentures provide that the Company may not

incur additional indebtedness, other than specified types of

indebtedness, unless the Consolidated Coverage Ratio is at

least 2.00 to 1.00. As a result, the covenant limits the

Company’s ability to incur additional indebtedness for bor-

rowings under the Amended Bank Facility not to exceed the

greater of $200 million or 1.5 times Operating Cash Flow (as

defined) for the four most recent quarters, plus $15 million.

The limitation on the incurrence of additional indebtedness

and dividend restrictions in the Indentures significantly restrict

the Company’s ability to pay dividends on its capital stock. On

August 10, 2000, the Company completed a consent solicita-

tion with the holders of the Notes to exclude the write-down

of assets at Station Casino St. Charles in December 1999

from the definition of consolidated net income for the

Consolidated Coverage Ratio. The Indentures also give the hold-

ers of the Notes the right to require the Company to purchase

the Notes at 101% of the principal amount of the Notes plus

accrued interest thereon upon a Change of Control and Rating

Decline (each as defined in the Indentures) of the Company.

The estimated fair value of the Company’s long-term

debt at December 31, 2000, was approximately $1,014.0 mil-

lion, compared to its book value of approximately $989.6 mil-

lion. The estimated fair value amounts were based on quoted

market prices on or about December 31, 2000, for the

Company’s debt securities that are publicly traded. For the

Amended Bank Facility, the fair value approximates the carry-

ing amount of the debt due to the short-term maturities of

the individual components of the debt.

Scheduled maturities of long-term debt are as follows

(amounts in thousands): 

Year ending December 31,

2001 $ 5,684

2002 257

2003 66,901

2004 121

2005 126

Thereafter 916,536

Total $989,625

6 . Commi tmen t s  and  Con t i n g enc i e s

Boulder Station Lease

The Company entered into a ground lease for 27 acres of land

on which Boulder Station is located. The Company leases this

land from a trust pursuant to a long-term ground lease. The

trustee of this trust is Bank of America NT&SA, the beneficiary

of which is KB Enterprises, an affiliated company owned by

Frank J. Fertitta, Jr. and Victoria K. Fertitta (the “Related

Lessor”), the parents of Frank J. Fertitta III, Chairman of the

Board and Chief Executive Officer of the Company. The lease

has a maximum term of 65 years, ending in June 2058. The

lease provides for monthly payments of $135,525 through

June 2008. In July 2008, and every ten years thereafter, the

rent will be adjusted by a cost of living factor. In July 2003,

and every ten years thereafter, the rent will be adjusted to the

product of the fair market value of the land and the greater of

(i) the then prevailing annual rate of return for comparably sit-

uated property or (ii) 8% per year. In no event will the rent for

any period be less than the immediately preceding period.

Pursuant to the ground lease, the Company has an option,

exercisable at five-year intervals beginning in June 1998, 

to purchase the land at fair market value. The Company’s

leasehold interest in the property is subject to a lien to secure

borrowings under the Amended Bank Facility.

Texas Station Lease

The Company entered into a ground lease for 47 acres of

land on which Texas Station is located. The Company leases

this land from a trust pursuant to a long-term ground lease.

The trustee of this trust is Bank of America NT&SA, the bene-

ficiary of which is Texas Gambling Hall & Hotel, Inc., an affili-

ate company of the Related Lessor. The lease has a maximum

term of 65 years, ending in July 2060. The lease provides for

monthly rental payments of $287,500 through June 2010. In

July 2010, and every ten years thereafter, the rent will be

adjusted to the product of the fair market value of the land

and the greater of (i) the then prevailing annual rate of return

being realized for owners of comparable land in Clark County

or (ii) 8% per year. The rent will be further adjusted by a cost

of living factor after the first ten years and every ten years

thereafter. In no event will the rent for any period be less than

the immediately preceding period. Pursuant to the ground

lease, the Company has an option, exercisable at five-year 
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intervals beginning in May 2000, to purchase the land at fair

market value. The Company did not exercise its May 2000

option. The Company’s leasehold interest in the property is

subject to a lien to secure borrowings under the Amended

Bank Facility. 

Sunset Station Lease

In June 1994, the Company entered into a lease agreement for

approximately 48 acres of land on which Sunset Station is

located. The lease has a term of 65 years with monthly rental

payments of $120,000, adjusted on each subsequent five-year

anniversary by a cost of living factor. In June 2001, the

Company has an option to purchase this land for $23.8 million.

Equipment Lease

In connection with the loan agreement to fund the construc-

tion of Sunset Station, the Company entered into an operat-

ing lease for furniture, fixtures and equipment (the

“Equipment”) with a cost of up to $40 million, dated as of

September 25, 1996, (the “Sunset Operating Lease”) with

First Security Trust Company of Nevada. A total of $35.7 mil-

lion of this facility had been drawn. The Company incurred

approximately $2.0 million of rent expense per quarter related

to the Sunset Operating Lease. In October 1999, the

Company exercised its option to purchase the equipment for

approximately $27.0 million. The purchase price was funded

with borrowings from the Company’s Revolving Facility.

Operating Leases

The Company leases several parcels of land and equipment

used in its operations at Palace Station, Boulder Station, Texas

Station, Sunset Station and Wild Wild West. Leases on various

parcels ranging from 13 acres to 47 acres have terms expiring

between March 2006 and July 2063. Future minimum lease

payments required under these operating leases and other

noncancelable operating leases are as follows (amounts in

thousands): 

Year ending December 31,

2001 $ 11,943

2002 12,781

2003 12,656

2004 12,537

2005 11,879

Thereafter 584,636

Total $646,432

Rent expense totaled approximately $10.9 million,

$14.6 million and $12.1 million for the fiscal years ended

December 31, 2000 and 1999 and the Transition Period

1998, respectively. 

Green Valley Ranch

A 50/50 joint venture between the Company and GCR

Gaming, LLC (an affiliate of American Nevada Corporation)

has commenced construction of a new resort/casino, Green

Valley Ranch, on the south side of Interstate 215 at Green

Valley Parkway in Henderson, Nevada. The 40-acre resort site

is part of a 170-acre mixed-use commercial, retail and office

project. The Company expects to contribute approximately

$50 million in cash equity for a 50 percent equity ownership.

As of December 31, 2000, the Company has made cash

equity contributions of $34 million. The Company will be the

managing partner of Green Valley Ranch and will receive a

management fee for its services. Construction of the resort is

expected to be completed in the fourth quarter of 2001. The

estimated construction cost of this project is approximately

$300 million. The project is expected to be capitalized with

total equity contributions from the partners of approximately

$100 million and third party financing for the remainder. The

joint venture has received commitments from a group of

banks for a $165 million reducing revolving credit facility, sub-

ject to customary conditions. The Company anticipates that it

will be required to enter into a completion guarantee and a

make-well agreement in connection with the Green Valley

Ranch financing. In addition, the joint venture anticipates

obtaining $35 million of equipment lease financing from a

group of lenders. If the third party financing cannot be

obtained or is insufficient to fund the construction costs, the

Company and GCR Gaming, LLC would be obligated to con-

tribute amounts necessary to finance the construction and

opening of the project. The Company has co-owned Barley’s

with an affiliate of American Nevada Corporation since

January 1996.

United Auburn Indian Community

On October 12, 1999, the Company announced that it has

entered into a Development Services Agreement and a

Management Agreement with the United Auburn Indian

Community (the “UAIC”). Subject to the receipt of certain gov-

ernmental approvals, as well as voter approval of a proposed

amendment to the California constitution, the Company and
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the UAIC intend to develop a gaming and entertainment

facility on 49 acres, approximately seven miles north of

Interstate 80, in Placer County, California, near Sacramento.

Voter approval of the proposed amendment to the California

constitution was received in March 2000, however, there can

be no assurances when or if the necessary government

approvals will be received. The scope and the timing of this

project have yet to be determined.

Missouri Properties Sale

On December 20, 2000, the Company sold the Missouri

Properties for an aggregate purchase price of $488 million. The

sale of the Missouri Properties is subject to a post-closing pur-

chase price adjustment related to the current assets purchased

and the current liabilities assumed by Ameristar. The amount

of any payments required related to the post-closing purchase

price adjustment has yet to be determined. In addition, the

Company has agreed to indemnify Ameristar for any  losses

resulting from breaches by the Company of representations

or warranties contained in the purchase agreements subject

to applicable caps and thresholds with respect to such losses.

7 . S t o ckho l d e r s ’  Equ i t y

Common Stock

On May 23, 2000, the Company announced a 3-for-2 stock

split. The record date for the stock split was June 30, 2000

and the distribution date was July 17, 2000. Cash was paid

for all fractional shares. All share data has been adjusted

retroactively in the accompanying consolidated financial

statements for the 3-for-2 stock split.

Adjusted for the stock split, the Company is authorized

to issue up to 135,000,000 shares of its common stock, $0.01

par value per share (the “Common Stock”), 63,919,530

shares of which were issued and 3,552,401 shares were held

in treasury as of December 31, 2000. Each holder of the

Common Stock is entitled to one vote for each share held of

record on each matter submitted to a vote of stockholders.

Holders of the Common Stock have no cumulative voting,

conversion, redemption or preemptive rights or other rights to

subscribe for additional shares other than pursuant to the

Rights Plan described below. Subject to any preferences that

may be granted to the holders of the Company’s preferred

stock, each holder of Common Stock is entitled to receive rat-

ably such dividends as may be declared by the Board of

Directors out of funds legally available therefore as well as any

distributions to the stockholders and, in the event of liquida-

tion, dissolution or winding up of the Company, is entitled to

share ratably in all assets of the Company remaining after

payment of liabilities.

Preferred Stock

The Company is authorized to issue up to 5,000,000 shares of

its preferred stock, $0.01 par value per share (the “Preferred

Stock”). As of June 14, 1999, adjusted for the stock split, the

Company redeemed all 2,070,000 shares of its $3.50

Convertible Preferred Stock in exchange for 10,112,448 shares

of the Company’s Common Stock. The Board of Directors,

without further action by the holders of Common Stock, may

issue shares of Preferred Stock in one or more series and may

fix or alter the rights, preferences, privileges and restrictions,

including the voting rights, redemption provisions (including

sinking fund provisions), dividend rights, dividend rates, liquida-

tion rates, liquidation preferences, conversion rights and the

description and number of shares constituting any wholly unis-

sued series of Preferred Stock. Except as described above, the

Board of Directors, without further stockholder approval, may

issue shares of Preferred Stock with rights that could adversely

affect the rights of the holders of Common Stock. The issuance

of shares of Preferred Stock under certain circumstances could

have the effect of delaying or preventing a change of control of

the Company or other corporate action. 

Treasury Stock

Adjusted for the stock split, the Company is authorized to

repurchase up to approximately 9.5 million shares of its

Common Stock. As of December 31, 2000, the Company had

purchased 3.6 million shares at a cost of $41.9 million. In July

2000, the Company entered into an equity forward contract

that allows for shares of the Company’s Common Stock to be

purchased by a financial institution and held on the

Company’s behalf. This contract expired in January 2001 and

the terms of the contract permitted settlement in either net

shares or cash. In January 2001, the Company closed out the

contract and purchased 3.2 million shares for approximately

$46 million.

Put Options

During the quarter ended March 31, 2000, the Company sold

put options, adjusted for the stock split, on 2.2 million shares

of its Common Stock. The Company had the option to settle

in cash or shares of Common Stock. On April 27, 2000,

options on 1.1 million shares expired unexercised. On July 27,

2000, the remaining options on 1.1 million shares were rolled

into another put option for 1.1 million shares, which was ter-

minated on August 4, 2000.
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Rights Plan

On October 6, 1997, the Company declared a dividend of

one preferred share purchase right (a “Right”) for each out-

standing share of Common Stock. The dividend was paid on

October 21, 1997. Each Right entitles the registered holder

to purchase from the Company one one-hundredth of a

share of Series A Preferred Stock, par value $0.01 per share

(“Preferred Shares”) of the Company at a price of $40.00 per

one one-hundredth of a Preferred Share, subject to adjust-

ment. The Rights are not exercisable until the earlier of 10

days following a public announcement that a person or group

of affiliated or associated persons have acquired beneficial

ownership of 15% or more of the outstanding Common

Stock (“Acquiring Person”) or 10 business days (or such later

date as may be determined by action of the Board of

Directors prior to such time as any person or group of affili-

ated persons becomes an Acquiring Person) following the

commencement of, or announcement of an intention to

make, a tender offer or exchange offer, the consummation of

which would result in the beneficial ownership by a person or

group of 15% or more of the outstanding Common Stock. 

The Rights will expire on October 21, 2007. Acquiring

Persons do not have the same rights to receive Common

Stock as other holders upon exercise of the Rights. Because of

the nature of the Preferred Shares’ dividend, liquidation and

voting rights, the value of one one-hundredth interest in a

Preferred Share purchasable upon exercise of each Right

should approximate the value of one Common Share. In the

event that any person or group of affiliated or associated per-

sons becomes an Acquiring Person, the proper provisions will

be made so that each holder of a Right, other than Rights

beneficially owned by the Acquiring Person (which will there-

after become void), will thereafter have the right to receive

upon exercise that number of shares of Common Stock hav-

ing a market value of two times the exercise price of the

Right. In the event that the Company is acquired in a merger

or other business combination transaction or 50% or more of

its consolidated assets or earning power are sold after a per-

son or group has become an Acquiring Person, proper provi-

sion will be made so that each holder of a Right will

thereafter have the right to receive, upon exercise thereof,

that number of shares of Common Stock of the acquiring

company which at the time of such transaction will have a

market value of two times the exercise price of the Right.

Because of the characteristics of the Rights in connection with

a person or group of affiliated or associated persons becom-

ing an Acquiring Person, the Rights may have the effect of

making an acquisition of the Company more difficult and

may discourage such an acquisition. 

8 . Bene f i t  P l an s

Stock Compensation Programs

The Company has adopted a Stock Compensation Program

which includes (i) an Incentive Stock Option Plan for the grant

of incentive stock options, (ii) a Compensatory Stock Option

Plan providing for the grant of nonqualified stock options,

(iii) a Restricted Shares Plan providing for the grant of

restricted shares of common stock and (iv) a Nonemployee

Director Stock Option Plan, providing for the grant of non-

qualified stock options. The Company has also adopted the

1999 Stock Compensation Program (combined with the Stock

Compensation Program “the Programs”), which includes (i)

the 1999 Compensatory Stock Option Plan providing for the

grant of nonqualified stock options to employees who are not

officers or directors of the Company and (ii) the 1999 Share

Plan which grants shares of common stock to employees

based on their length of service with the Company. Officers,

key employees, directors (whether employee directors or non-

employee directors) and independent contractors or agents of

the Company and its subsidiaries are eligible to participate in

the programs. However, only employees of the Company and

its subsidiaries are eligible to receive incentive stock options. 

A maximum of 17,710,500 shares of common stock

have been reserved for issuance under the Program. Options

are granted at the current market price at the date of grant.

The plan provides for a variety of vesting schedules, including

immediate, twenty percent per year for five years, and a cliff

vest at the vesting date, to be determined at the time of

grant. All options have an exercise period of ten years from

the date of grant.
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The Programs will terminate ten years from the date of adoption, unless terminated earlier by the Board of Directors, and

no options or restricted shares may be granted under the Programs after such date. Summarized information for the Programs

is as follows: 
For the Year For the Year

Ended December 31, Ended December 31, Transition Period

2000 1999 1998

Weighted Weighted Weighted

Average Average Average

Exercise Exercise Exercise

Options Price Options Price Options Price

Outstanding at beginning of the year 9,908,493 $ 9.01 9,004,995 $ 8.29 7,601,178 $ 8.87

Granted 1,820,250 $13.93 1,126,149 $14.37 1,557,459 $ 5.13

Exercised (277,884) $ 6.18 (107,224) $ 7.72 (1,684) $ 8.00

Canceled (685,267) $ 8.93 (115,427) $ 5.75 (151,958) $ 5.27

Outstanding at end of the year 10,765,592 $ 9.91 9,908,493 $ 9.01 9,004,995 $ 8.29

Exercisable at end of year 6,479,932 $ 9.82 5,652,665 $10.09 2,927,391 $11.07

Options available for grant 5,808,296 6,914,195 169,917

The following table summarizes information about the options outstanding at December 31, 2000:

Options Outstanding Options Exercisable

Range of Number Weighted Average Weighted Number Weighted

Exercise Outstanding at Remaining Average Exercisable at Average

Prices December 31, 2000 Contractual Life Exercise Price December 31, 2000 Exercise Price

$ 3.29–$ 3.58 98,250 7.7 $ 3.57 21,750 $ 3.53

$ 5.00–$ 6.58 3,041,728 7.2 $ 5.12 1,186,318 $ 5.12

$ 7.75–$11.54 3,368,517 5.0 $ 9.42 3,328,617 $ 9.41

$12.00–$16.92 4,257,097 6.5 $13.89 1,943,247 $13.46

10,765,592 6.2 $ 9.91 6,479,932 $ 9.82

Restricted stock grants of 6,000 and 495,000 shares

were issued during the fiscal years ended December 31, 2000

and 1999, respectively. The effect of these grants is to

increase the issued and outstanding shares of the Company’s

common stock and decrease the number of shares available

for grant in the plan. Deferred compensation is recorded for

the restricted stock grants equal to the market value of the

Company’s common stock on the date of grant. The deferred

compensation is amortized over the period the restricted

stock vests and is recorded as compensation expense in the

accompanying consolidated statements of operations. 

The Company applies APB Opinion No. 25 and related

interpretations in accounting for the Programs. Accordingly,

compensation expense recognized was different than what

would have been otherwise recognized under the fair value

based method defined in SFAS No. 123, “Accounting for

Stock-Based Compensation”. Had compensation expense for

the plans been determined in accordance with SFAS No. 123,
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the effect on the Company’s net income (loss) applicable to

common stock and basic and diluted earnings (loss) per com-

mon share would have been as follows (amounts in thousands,

except per share data): 
For the Years Ended Transition

December 31, Period

2000 1999 1998

Net income (loss) applicable 

to common stock:

As reported $93,505 $(44,758) $(17,531)

Pro forma $89,949 $(48,526) $(19,201)

Basic earnings (loss) per 

common share:

As reported $ 1.55 $ (0.76) $ (0.33)

Pro forma $ 1.49 $ (0.83) $ (0.36)

Diluted earnings (loss) per 

common share:

As reported $ 1.48 $ (0.76) $ (0.33)

Pro forma $ 1.43 $ (0.83) $ (0.36)

The fair value of each option grant is estimated on the

date of grant using the Black-Scholes option-pricing method

with the following assumptions: 

For the Years Ended Transition

December 31, Period

2000 1999 1998

Expected dividend yield — — —

Expected stock price volatility 52.00% 50.00% 51.90%

Risk-free interest rate 6.12% 5.90% 4.51%

Expected average life of 

options (years) 4.36 3.91 3.87

Expected fair value of 

options granted $ 6.68 $ 6.31 $ 2.23

Because the SFAS No. 123 method of accounting has

not been applied to options granted prior to April 1, 1995,

the resulting pro forma net income may not be representative

of that to be expected in future years.

401(k) Plan

The Company has a defined contribution 401(k) plan, which

covers all employees who meet certain age and length of

service requirements and allows an employer contribution up

to 50 percent of the first four percent of each participating

employee’s compensation. Effective October 1, 1998, the

employer contribution was increased from 25 percent of

the first four percent of each participating employee’s com-

pensation. Plan participants can elect to defer before tax

compensation through payroll deductions. These deferrals

are regulated under Section 401(k) of the Internal Revenue

Code. The Company’s matching contribution was approxi-

mately $2,187,000, $2,103,000 and $678,000 for the fis-

cal years ended December 31, 2000 and 1999 and the

Transition Period 1998, respectively. 

9 . Exe cu t i v e  Compen s a t i on  P l an s

The Company has employment agreements with certain of its

executive officers. These contracts provide for, among other

things, an annual base salary, supplemental long-term disabil-

ity and supplemental life insurance benefits in excess of the

Company’s normal coverage for employees. In addition, the

Company has adopted a Supplemental Executive Retirement

Plan for its Chief Executive Officer and a Supplemental

Management Retirement Plan for certain key executives as

selected by the Human Resources Committee of the

Company’s Board of Directors. Other executive plans include

a Deferred Compensation Plan and a Long-Term Stay-On

Performance Incentive Plan.

10 . In come  Taxe s

The Company files a consolidated federal income tax return.

The benefit (provision) for income taxes for financial reporting

purposes consists of the following (amounts in thousands):

For the Years Ended Transition

December 31, Period

2000 1999 1998

Income tax benefit 

(provision) from 

continuing operations $(54,098) $14,929 $ 871

Tax benefit from 

extraordinary loss on 

early retirement of debt 294 5,736 1,671

Total income taxes $(53,804) $20,665 $2,542

The benefit (provision) for income taxes attributable to

the net loss consists of the following (amounts in thousands): 

For the Years Ended Transition

December 31, Period

2000 1999 1998

Current $(22,266) $(14,960) $ 3,953

Deferred (31,538) 35,625 (1,411)

Total income taxes $(53,804) $ 20,665 $ 2,542
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The income tax benefit (provision) differs from that com-

puted at the federal statutory corporate tax rate as follows: 

For the Years Ended Transition

December 31, Period

2000 1999 1998

Federal statutory rate 35.0% 35.0% 35.0%

Lobbying and political 0.3 (1.2) (16.8)

Meals and entertainment 0.6 (0.9) (1.2)

Credits earned, net (0.3) 0.8 2.5

Other, net 0.9 (1.2) (2.1)

Effective tax rate 36.5% 32.5% 17.4%

The tax effects of significant temporary differences rep-

resenting net deferred tax assets and liabilities are as follows

(amounts in thousands):
December 31,

2000 1999

Deferred tax assets:

Current:

Accrued vacation, bonuses 

and group insurance $ 6,088 $ 7,358

Prepaid gaming taxes (2,911) (2,880)

Other 4,071 3,545

Total current 7,248 8,023

Long-term:

Preopening and other costs, 

net of amortization 1,857 7,135

Accrued benefits 5,640 2,496

FICA credits — 2,947

State deferred taxes — 2,023

Net operating loss — 2,690

Alternative minimum tax credits 16,086 27,725

Total long-term 23,583 45,016

Total deferred tax assets 30,831 53,039

Deferred tax liabilities:

Long-term:

Temporary differences related 

to property and equipment (45,920) (19,963)

Other (8,999) (734)

Total deferred tax liabilities (54,919) (20,697)

Net $(24,088) $ 32,342

The excess of the alternative minimum tax over the reg-

ular federal income tax is a tax credit which can be carried

forward indefinitely to reduce future regular federal income

tax liabilities. The Company did not record a valuation

allowance at December 31, 2000 or 1999 relating to

recorded tax benefits because all benefits are more likely than

not to be realized. 

11 . Le g a l  Ma t t e r s

The Company is a litigant in legal matters arising in the nor-

mal course of business. In the opinion of management, all

pending legal matters are either adequately covered by 

insurance or, if not insured, will not have a material adverse

effect on the financial position or the results of operations of

the Company.

On December 20, 2000, the Company and Kansas City

Station Corporation were named as defendants in an action

styled Fitzgerald Sugar Creek, Inc. v. Kansas City Station Corp.

et al., No. 00CV230480 (Circuit Court of Jackson County,

Missouri). The Company and its subsidiary responded to this

lawsuit on January 19, 2001 and moved to remove the case

to bankruptcy court in Nevada. The plaintiff alleges that the

defendants are liable for unspecified actual punitive damages

and other relief, based on alleged tortious interference with

the plaintiff’s business expectancy of receiving a Missouri

gaming license in the Kansas City metropolitan area. The alle-

gations of the petition appear to be based on the same issues

involved in the investigation by the Missouri Gaming

Commission related to activities of Michael Lazaroff, an attor-

ney who formerly represented the Company in Missouri. The

plaintiff also alleges claims based on fraudulent concealment

and civil conspiracy. Although no assurance can be made with

respect to any litigation, the Company believes that the plain-

tiffs claims are without merit and does not expect that the

lawsuit will have a material adverse effect on the Company’s

financial position or results of operations.

12 . Sub s equen t  Even t s

On January 4, 2001, the Company consummated the pur-

chase of substantially all of the assets of the Fiesta Casino

Hotel for $170 million. Fiesta is strategically located on

approximately 25 acres at the intersection of Lake Mead

Boulevard and Rancho Road in North Las Vegas, Nevada,

across from Texas Station. The property will retain the Fiesta

name and theme.
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On January 30, 2001, the Company consummated the

purchase of substantially all of the assets of The Reserve Hotel &

Casino for $71.8 million. The Reserve is strategically located on

approximately 46 acres at the intersection of Interstate 215 and

Interstate 515 in Henderson, Nevada. The property will retain its

name and theme pending further evaluation.

In February 2001, the Company completed an offering

of $300 million of senior notes due in February 2008 (the

“Senior Notes”). The Senior Notes have a coupon rate of

83⁄8% and were priced at par. The indentures governing the

Senior Notes contain substantially the same covenants as the

Company’s senior subordinated notes along with a limitation

on the amount of liens the Company can incur. The proceeds

from the Senior Notes were used to repay amounts outstand-

ing on the Revolving Facility and to redeem $100 million in

principal amount of the 101⁄8% senior subordinated notes due

2006. The redemption of the senior subordinated notes was

completed on March 15, 2001. The Company will record an

extraordinary charge of approximately $4.2 million, net of the

applicable tax benefit, related to the redemption of the senior

subordinated notes.

In February 2001, the Company reduced the commit-

ments under its Revolving Facility to $300.8 million. The $80

million reduction will eliminate substantially all the scheduled

amortization described in Note 5 through March 31, 2002. In

addition, on March 12, 2001, the Company amended the

Revolving Facility. The amendment affects various covenants

in the Revolving Facility, including raising the maximum con-

solidated funded debt to Adjusted EBITDA ratio to 5.25 to

1.00 through September 30, 2001 and reducing in steps to

4.50 to 1.00 on September 30, 2003.

13 . Qua r t e r l y  F i n anc i a l  I n f o rma t i on  (Unaud i t e d )

Income (loss) Net Income Diluted

Before Income (loss) Earnings

Net Operating Taxes and Applicable to (loss) per

Revenues Income (loss) Extraordinary Item Common Stock Common Share

(amounts in thousands, except per share amounts)

Year ended December 31, 2000 

First quarter $254,843 $ 58,306 $ 35,453 $ 22,336 $ 0.35

Second quarter 244,328 55,074 32,638 20,725 0.33

Third quarter 249,062 47,301 24,844 15,569 0.25

Fourth quarter 243,445 82,131 55,214 34,875 0.55

Year ended December 31, 1999

First quarter $229,931 $ 35,776 $ 12,997 $ (4,045) $(0.08)

Second quarter 235,371 41,552 34,525 21,592 0.39

Third quarter 237,531 42,235 20,976 13,143 0.21

Fourth quarter 239,636 (90,692) (115,721) (75,448) (1.20)

Transition Period 1998

First quarter $206,250 $ 29,179 $ 5,528 $ 1,488 $ 0.03

Second quarter 213,448 31,622 5,090 1,033 0.02

Third quarter 222,516 3,895 (20,482) (20,052) (0.38)
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To the Board of Directors and Stockholders of 
Station Casinos, Inc.:

We have audited the accompanying consolidated balance
sheets of Station Casinos, Inc. (a Nevada corporation) and
subsidiaries as of December 31, 2000 and 1999, and the
related consolidated statements of operations, stockholders’
equity and cash flows for the years ended December 31,
2000 and 1999 and for the nine months ended December
31, 1998. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing
standards generally accepted in the United States. Those stan-
dards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examin-
ing, on a test basis, evidence supporting the amounts and dis-
closures in the financial statements. An audit also includes
assessing the accounting principles used and significant 

estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to
above present fairly, in all material respects, the financial
position of Station Casinos, Inc. and subsidiaries as of
December 31, 2000 and 1999, and the results of their oper-
ations and their cash flows for the years ended December 31,
2000 and 1999 and for the nine months ended December 31,
1998, in conformity with accounting principles generally
accepted in the United States.

Arthur Andersen LLP

Las Vegas, Nevada
January 23, 2001
(except for Note 12, as to which the 
date is March 15, 2001)

The Common Stock trades on the New York Stock Exchange
under the symbol “STN”. Prior to September 5, 1996, the
common stock traded on the Nasdaq� Stock Market under
the symbol “STCI”. On May 23, 2000, the Company
announced a 3-for-2 stock split. The record date for the stock
split was June 30, 2000 and the distribution date was July 17,
2000. Cash was paid for all fractional shares. All share data
has been adjusted retroactively for the 3-for-2 stock split. The
following table sets forth, for the periods indicated, the high
and low sale price per share of the Common Stock as
reported on the New York Stock Exchange, adjusted for the
stock split:

High Low

Fiscal Year Ending December 31, 2000

First Quarter $16.17 $11.79

Second Quarter 20.00 13.50

Third Quarter 17.92 12.13

Fourth Quarter 19.13 14.00

Fiscal Period Ending December 31, 1999

First Quarter $ 9.92 $ 5.29

Second Quarter 13.59 8.17

Third Quarter 16.42 11.33

Fourth Quarter 18.25 11.00

As of March 15, 2001, there were 617 holders of record
of the Company’s common stock.

The Company has never paid cash dividends on any
shares of Common Stock. The Company does not intend to
pay cash dividends in the foreseeable future so that it may
reinvest its earnings in the development of its business. The
payment of dividends in the future will be at the discretion of
the Board of Directors of the Company. Restrictions imposed
by the Company’s debt instruments and other agreements
limit the payment of dividends by the Company (see
“Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Description of Certain
Indebtedness and Capital Stock”).
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Forward-Looking Statements
When used in this report and elsewhere by management from
time to time, the words “believes,” “anticipates,” and “expects”
and similar expressions are intended to identify forward-looking
statements with respect to the financial condition, results of oper-
ations and the business of Station Casinos, Inc. (the “Company”)
and its subsidiaries including the expansion, development and
acquisition projects, legal proceedings and employee matters of
the Company and its subsidiaries. Certain important factors,
including but not limited to, financial market risks, could cause
the Company’s actual results to differ materially from those
expressed in the Company’s forward-looking statements. Further
information on potential factors which could affect the financial
condition, results of operations and business of the Company and
its subsidiaries, including, without limitation, the ability to main-
tain existing management, integration of acquisitions, competi-
tion within the gaming industry, the cyclical nature of the hotel
business and gaming business, economic conditions, develop-
ment and construction risk, regulatory matters and litigation are
included in the filings of the Company with the Securities and
Exchange Commission. Readers are cautioned not to place undue
reliance on any forward-looking statements, which speak only as
of the date thereof. The Company undertakes no obligation to
publicly release any revisions to such forward-looking statements
to reflect events or circumstances after the date hereof.
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