
While Melco International Development Ltd.’s ambitions to operate casinos in the Russian Far 
East and Spain have been drawing attention, early results from its first casino projects 
independent of its joint venture with Crown Ltd. are decidedly mixed 
  
Entertainment Gaming Asia Inc., a Nasdaq-listed company in which Melco holds a 38.2 percent stake, 
said this month that its first casino, which opened in May 2012 in Pailin, Cambodia, continues to lose 
money. A more modest property the company opened in March in Poipet, another town along Cambodia's 
border with Thailand, has started well. But the company has quietly decided to postpone development of 
a third Cambodian property which it had previously said would be opening later this year in Kampot 
province along the frontier with Vietnam. A project in Takeo province near Vietnam, which was actually 
the first the company announced, has gone even quieter.  
  
EGA, previously called Elixir Gaming Technologies Inc., has traditionally operated as a supplier of 
gambling equipment, especially slot machines, which it manages within other companies’ gaming halls in 
Cambodia and the Philippines in exchange for a share of revenue. 
  
The bulk of the company’s revenue - $3.7 million out of $5.8 million in the second quarter - comes from its 
average 25 percent share of the win on 460 gaming machines at NagaWorld casino, which has a 
monopoly on casino gambling within 200 kilometers of Phnom Penh.  
  
Three years ago, EGA said it would strike off in a new direction, using its experience as a supplier to push 
into operating its own gambling halls, initially along Cambodia’s borders, under the new brand 
Dreamworld. The new path would enable it to avoid having to share revenue and last year it pulled its 
machines out of one hall in Cambodia and two in the Philippines as Dreamworld Pailin ramped up 
operations. 
  
EGA however has yet to realize the goal of keeping its revenues to itself. At Dreamworld Pailin, the 
company turns over 20 percent of earnings before depreciation to the local owner of the casino site, 
according to its annual report.  
  
This has raised its threshold for earning a return on the $2.5 million property. EGA said this month that 
operating costs edged down $100,000 to $1.2 million in the second quarter from the previous three 
months. That was far above the $907,000 in revenue Dreamworld Pailin generated. 
  
“Dreamworld Pailin’s financial performance has been slow to ramp up,” the company admitted in outlining 
a strategic revamp to “better capitalize on the market conditions” which it projected would reduce 
operating costs by 30 to 40 percent and enable it to at least break even before interest, tax, depreciation 
and amortization (EBITDA) sometime this year.  
  
"The new strategy entails a shift in the primary focus to the VIP market,” EGA said, indicating it would 
reduce its table count to about 16 from 26. It said it had added five junket agents and would look to add 
more.  
  
“In place of the removed tables, the company intends to add semi-live electronic gaming tables with 
approximately 30 seats, which are intended to appeal to visiting individual mass market players” instead 
of higher cost tour groups, EGA said. The company plans to save on buying electronic tables by instead 
splitting revenue with a supplier. The casino already has 52 gaming machine seats. 
  
“Management [has] raised the white flag and they are already restructuring,” said Brian Langis, a 
consultant in Montreal with Leopard Capital LP, which operates a Cambodian investment fund.  “Traffic 
flow is the most important consideration. [The company] will be back on track if they can stop the bleeding 
at Pailin.” (Neither Langis nor Leopard hold shares in EGA.) 
  
EGA has chalked up the losses to growing pains. “As our first casino development project, Dreamworld 
Pailin has provided us a valuable learning experience with relatively low capital investment,” said 
Clarence Chung, EGA’s chairman and chief executive, said in the earnings announcement. “The 



challenges we have faced in our first year of operations have provided us a firm understanding of this 
market.” 
  
By contrast with Pailin, EGA said its $7.5 million slot hall in Poipet, whose opening was split into two 
phases in March and May, generated positive EBITDA in July, though it noted the company just needed 
to secure a net win per machine of $25 a day to break even. The property has 300 gambling machine 
seats. Here the company keeps just 40 percent of revenue, with the rest going to the owner of the casino 
to which Dreamworld Poipet is attached.  
  
“Our targeted marketing efforts have helped to begin building a quality player base for these operations,” 
EGA said without specifying revenues.  
  
The Kampot casino the company announced in March is to feature 14 tables and 25 gambling machines. 
In its detailed quarterly report this week, the company put the cost of development at $1.2 million as it will 
get use of the site for an annual lease payment of $1 but have to split revenues 60/40 with the 
landowner.  
  
“The development timeline for Dreamworld  Casino (Kampot) is presently under review,” it said. “We may 
defer construction of this project until the market has demonstrated a more developed player base and 
previously planned infrastructure improvements in the area are in place.”    
  
The Takeo project, which was originally to open in 2011 and target “mass market players from southern 
Vietnam”, was to include 20 tables, 150 machines and 50 hotel rooms in a property EGA said would cost 
$8 million-$10 million to develop. It said in its new quarterly report, “At the present time, we do not expect 
to commit significant capital to the project on this land in order to divert our available capital to the 
development of projects, which we believe will offer greater short and medium-term return potential.” 
  
EGA’s focus on Cambodia’s borders may be problematic. Ha Tien Vegas casino in Kampot closed its 
doors in December, citing a lack of customers.  EGA itself noted its machines at the Thansur Bokor 
casino, also in Kampot, generated less revenue in the second quarter than a year earlier.  
  
"The heyday on the border is gone,” a director at another regional casino operator told AGB. "There are 
too many casinos for too few players all over Cambodia.”  
  
The problem of excess capacity has been exacerbated by an increase in domestic gambling options for 
Thais, in particular the recent rise of illegal but tolerated casinos in Bangkok. Sungsidh Piriyarangsan of 
Chandrakasem Rajabha University in Bangkok counted more than 170 illegal casinos of varying sizes 
operating in the Thai capital in 2011, generating an estimated $1 billion in profit.  
  
Last year as Dreamworld Pailin ramped up operations, EGA’s stock price soared to $2.92 from 23 cents, 
but it has retrenched ever since, falling to $1.32 on the day the company released second-quarter 
figures.  
  
Yet Chung, who also heads up Melco Crown’s Philippine unit, said, “Casino development remains a 
primary component of our growth strategy”. Without providing detail beyond repeated mentions of “the 
high-growth economies of Indochina”, Chung added, “We are actively pursuing new projects in existing 
ready player markets that we believe will add meaningful scale to our operations.” 
  
Paul Sonz, a shareholder and investment advisor in Florida, said: “[EGA] got off to a bit of a slow start but 
I don't think that's indicative of the opportunity. I think that you've got a platform which is very nicely cash-
flow positive, that is at the forefront of gaming at a local level in Indochina,"  
  
Sonz though is more enthusiastic about Thansur Bokor than EGA’s own casinos, noting the company is 
well positioned to place machines in two additional casino hotels to be built on Bokor Mountain by local 
conglomerate Sokimex Corp. "The relationship they have with the people who own Bokor is very strong 
and that has the potential to be a big opportunity down the road," he said. 



  
The risk though is that EGA's move into its own gaming halls may annoy NagaCorp. or perhaps Sokimex. 
"The gaming market on the border is highly competitive," said Leopard Capital’s Langis, while noting that 
EGA's contract with NagaCorp is set to expire in 2016. "[EGA] better hope they didn't bite the hand that 
feeds them." 

 


