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Station Casinos Seeks Prepackaged Bankruptcy
New York Times…Station Casinos announced late Tuesday that it will seek bondholders’ approval for a prepackaged bankruptcy, as the highly indebted casino operator skipped a $14.6 million interest payment due Tuesday.

In its press release, Station said that its owners, the private equity firm Colony Capital and members of the Fertitta family, will invest an additional $244 million into the company if investors holding $2.3 billion in bonds approve the plan. Among the Fertitta family members who would contribute money are Frank J. Fertitta III, Station’s chairman and chief executive, and Lorenzo J. Fertitta, its vice chairman.

Colony, the Fertitta family members and Station’s senior secured lenders have already approved the plan.

Station has hired Lazard and the law firm Milbank Tweed Hadley McCloy, people with knowledge of the matter told DealBook.

Hit by the twin blows of a recession and tight credit markets, many gaming companies have been squeezed hard. Tropicana Entertainment, another large casino operator, filed for bankruptcy last spring amid mounting debt woes.

Station has had to contend not only with falling revenues — it expects to announce a 19 percent drop in fourth-quarter revenue from the same time in 2007 — but with the debt it accrued in its $8.8 billion leveraged buyout in 2007. The banks who led the financing arrangement for the deal were Deutsche Bank and JPMorgan Chase.

The company sought a debt exchange in December, but failed to garner the 60 percent approval of bondholders.

Under the terms of the plan, Station would dramatically cut the amount of debt it owes to bondholders. Institutional investors who tender their existing bonds will receive a far smaller amount in new notes and cash. If the plan is approved, the company may file for bankruptcy protection in what is known in restructuring lingo as a prepack and reemerge shortly after.

“We believe the proposed restructuring plan is in the best interest of all of our constituents,” Frank Fertitta said in a statement. “It is no secret that current economic conditions in our country have had an adverse effect on Las Vegas in general and the casino business in particular. However, we believe that the steps we have taken and those we are proposing to take will result in our company being well positioned for the future.”

Votes are due by midnight on March 2.

–Michael J. de la Merced
