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  CHAIRMAN DECKER: 1 

  Again, I'll mention that Crossroads has 2 

notified us that they are waiving their oral argument, 3 

so our next presenter is Tropicana.  Please proceed. 4 

  ATTORNEY QUAGLIA: 5 

  Thank you, Mr. Chairman.  Good afternoon, 6 

members of the Board.  Ray Quaglia from the Ballard 7 

Spahr firm here on behalf of the Applicant, Tropicana 8 

Pennsylvania, LLC.  We submitted yesterday a 9 

comprehensive post-hearing brief, to which I would 10 

respectfully refer the Board.  My presentation today 11 

is simply intended to hit a few of the salient points 12 

from that brief, and obviously to take any questions 13 

the Board may have at this point. 14 

  And I want to focus today on the record, 15 

tying into a comment that Judge Colins had made during 16 

the Pinnacle hearing this morning.  We have styled our 17 

hearing on the theme that we are the perfect fit for 18 

the Lehigh Valley in terms of having relevant 19 

experience, presenting unique opportunities for the 20 

entire region in the Commonwealth and being ready to 21 

go by the end of 2007 and generating revenues.  And I 22 

just want to sort of underscore today the point that 23 

that is not speculation, that is not our best hope or 24 

heartfelt belief, although it is --- it is of record 25 
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and supported by independent evidence. 1 

  On the subject of relevant experience, 2 

Aztar Corporation has operated since 1995, the 3 

successful and award winning casino, Aztar Evansville 4 

in Evansville, Indiana.  A market that is for all 5 

intents and purposes, identical to Allentown in the 6 

Lehigh Valley.  The Board has had the chance to hear 7 

from Jim Brown, the President and general manager of 8 

Casino Aztar, who is staying on with the merged 9 

company to personally oversee the success of the 10 

Allentown facility.  11 

  In addition, the new owners of Aztar, the 12 

dominant merger partner at Columbia Entertainment, 13 

William Young, has his own substantial experience in 14 

the midsize metropolitan market, including such 15 

markets right here in Pennsylvania.  Again, the Board 16 

has had a chance to meet Mr. Young.  And to take the 17 

measure of a self-made billionaire, who has chosen to 18 

make his headquarters not in Las Vegas or Los Angeles, 19 

but in Fort Mitchell, Kentucky. 20 

  It is of record that our application will 21 

offer unique opportunities for Allentown, for the 22 

Lehigh Valley and for the Commonwealth as a whole.  23 

Like it or not, this Board has been cast in the role 24 

to some extent as social engineers.  And the record 25 
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shows that the best way to exercise that authority for 1 

the greatest good, for the greatest number in this 2 

case would be to award a license in the Lehigh Valley 3 

for Tropicana in Allentown. 4 

  Just a few points to hit on that, again, 5 

of record.  The Lehigh Valley is a single market with 6 

a single market value.  That is what the evidence of 7 

record shows.  And that evidence includes, not only 8 

the expert testimony Tropicana presented to the Board 9 

from Sebastian Sinclair of Christiansen Capital 10 

Advisors, but also the Board's own financial 11 

suitability taskforce, whose estimates were virtually 12 

identical to those of Christiansen Capital Advisors 13 

for a single Allentown/Bethlehem market.  And the 14 

numbers prepared by the Innovation Group, circa 2003 15 

on behalf of this state committee. 16 

  The benefit --- the added benefit that 17 

Tropicana brings is that we can generate that same 18 

amount of revenue sooner.  We can do it sooner because 19 

we are better positioned today to begin.  We have 20 

final unappealable land development use approval.  We 21 

have Act 2 environmental clearance.  We have all 22 

necessary third-party approvals.   23 

  Mr. Young is his own general contractor. 24 

He and his people can personally manage this 25 
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construction process to make sure we are not subject 1 

to the vagaries of a third-party general contractor. 2 

We can get this done by the end of 2007. 3 

  Our location is the best in the Lehigh 4 

Valley, or the best available in the Lehigh Valley.  5 

We are adjacent to Route 22, which is the backbone of 6 

the Valley's transportation system.  We are near the 7 

airport.  We are a stone's throw from cultural 8 

attractions and from all other activities that would 9 

make us accessible. 10 

  We have a robust surrounding highway 11 

network, including Route 22, including American 12 

Parkway, including Union Boulevard.  These are  13 

four-lane arterials that will not require substantial 14 

improvement to accommodate our planned uses.   15 

  I want to talk generally about this idea 16 

that the Sands Bethworks has floated, that they are 17 

going to basically just bring a --- they're going to 18 

make more money than we are, and that the taskforce 19 

did not properly evaluate the market, et cetera.  The 20 

only --- when Judge Colins put the question to Mr. 21 

Weidner, the chief operating officer at the Sands 22 

hearing as to why the Sands' numbers were so much 23 

higher than the taskforce's numbers, Mr. Weidner's 24 

response was that the taskforce was just wrong, in his 25 
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words, because they failed to take into account 1 

customers from northern New Jersey, the I-78 corridor. 2 

  Now, assuming that Mr. Weidner is correct 3 

and the taskforce is wrong, Tropicana is also adjacent 4 

to I-78.  So we would pick up on that same business. 5 

So that fact, the only answer given by Mr. Weidner to 6 

the question does not account for any discrepancy 7 

between the Sands' numbers and Tropicana's numbers. 8 

  Ultimately, what we come back to is this 9 

idea that the Sands has floated, that they will be a 10 

destination resort.  By virtue of that status, they 11 

will make more money.  They will build a bigger 12 

project.  They will have more people.  They can afford 13 

to have more machines, because they'll have more 14 

bodies to fill those machines.   15 

  But the key point to remember is, there's 16 

no evidence in the comparative record.  No evidence 17 

other than the speculation of the Sands' own people to 18 

support the idea that that is a legitimate or feasible 19 

goal.   20 

  There is no report.  There is no witness 21 

testimony.  There is nothing to say that this 22 

property, the Sands property can become a destination 23 

resort.  The only evidence of record, expert evidence 24 

of record on that crucial issue comes from Sebastian 25 
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Sinclair at Christiansen Capital Advisors. 1 

  And what Mr. Sinclair said to the Board 2 

was, there are only four places in the United States 3 

that have destination resorts.  Las Vegas, Atlantic 4 

City, the Gulf Coast pre-Katrina, and the Indian 5 

facilities up in New England.  All four of those 6 

jurisdictions have a markedly low tax structure.  7 

Three of those four jurisdictions have multiple 8 

facilities within walking distance of each other.  9 

Neither of those characteristics exist in the Lehigh 10 

Valley.  11 

  What the Sands is proposing, what their 12 

entire proposal is premised upon, is literally 13 

unprecedented in this country.  And there is nothing 14 

in the record to suggest that it will happen here.  15 

  MR. COY: 16 

  Mr. Quaglia, why would --- if the City of 17 

Allentown didn't think that the other casino could 18 

succeed dramatically, why would they have signed a 19 

revenue-sharing agreement? 20 

  ATTORNEY QUAGLIA: 21 

  The short answer, Commissioner Coy, is, I 22 

can't get inside the City of Allentown's head, but I 23 

would submit that they wouldn't have anything to lose 24 

by signing it, if they thought that the casino might  25 
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--- there might be a casino in Bethlehem. 1 

  But turning to the City of Allentown --- 2 

and thank you for the segue.  Again, looking at the 3 

record ---. 4 

  MR. COY: 5 

  That was not planned. 6 

  ATTORNEY QUAGLIA: 7 

  Thank you.  I appreciate that.  Looking, 8 

again, at the record, we introduced or presented at 9 

our hearing testimony by an urban planning expert and 10 

an economist to the effect that the City of Allentown 11 

needs this casino more than the City of Bethlehem. 12 

That by any number of objective measures; the 13 

financial, the economic and fiscal condition of the 14 

City of Allentown is significantly more dire than that 15 

of Bethlehem. 16 

  MR. MARSHALL: 17 

  Excuse me.  Will you tie that into the 18 

statute for us, at this point? 19 

  ATTORNEY QUAGLIA: 20 

  The statute speaks of --- and forgive me 21 

for not quoting it verbatim, but the statute speaks 22 

generally of providing or maximizing economic 23 

opportunities for the greatest number, or the largest 24 

number of Pennsylvanians. 25 
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  MR. MARSHALL: 1 

  Right.  But there's no --- your position 2 

isn't that somehow we're bound to find who's the 3 

neediest; is it? 4 

  ATTORNEY QUAGLIA: 5 

  My position is not, Commissioner, that 6 

you're bound to put it where --- to neediest, but I 7 

believe you would have some obligation to locate a 8 

casino wherever it would do maximum good for maximum 9 

number. 10 

  MR. MARSHALL: 11 

  But if we believed that that was 12 

Crossroads or Bethworks, under the statute that would 13 

be a finding we would make that would then require us 14 

to go to either one of those, not offset the need 15 

argument.  I mean --- you know, the mayor was very 16 

persuasive and struck me as the mayor's doing a 17 

wonderful job.  But what's been troubling me since the 18 

presentation is, I can't find the need argument in the 19 

statute. 20 

  ATTORNEY QUAGLIA: 21 

  I appreciate that, Commissioner, and 22 

that's why I'm here, to answer your questions.  And I 23 

think the best answer I can give you is that, it ties 24 

in to the testimony by Mr. Mullin, our economist, that 25 
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said basically that why need is relevant here.  Is 1 

that making a --- giving an added boost to a 2 

successful Bethlehem will not address the fundamental 3 

problem of the Lehigh Valley as a whole, which is the 4 

structural imbalance and dire economic condition of 5 

its largest City of Allentown.   6 

  That in effect, if you give a license to 7 

Allentown, you address the fundamental problem of the 8 

entire Lehigh Valley and by a greater association, the 9 

Commonwealth as a whole, whereas if you give it to 10 

Bethlehem, you certainly help Bethlehem, but you do 11 

not help the Lehigh Valley as a whole. 12 

  MR. MARSHALL: 13 

  So you don't think that if Bethworks in 14 

this case was fabulously successful, that that 15 

wouldn't help the Lehigh Valley? 16 

  ATTORNEY QUAGLIA: 17 

  I have no doubt it would help to some 18 

extent, by virtue of the revenue-sharing agreement.  19 

But it would not help enough with respect to the 20 

structural imbalance and ongoing economic and fiscal 21 

problems of the largest city in the Lehigh Valley, the 22 

City of Allentown. 23 

  CHAIRMAN DECKER: 24 

  Go ahead, please finish. 25 
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  MR. MARSHALL: 1 

  But Allentown is not synonymous with the 2 

Lehigh Valley.  The Lehigh Valley is an area --- it 3 

was sort of similar to what we talked about this 4 

morning, the notion that people in north Philadelphia, 5 

they can go to south Philadelphia to the river to get 6 

jobs.  You're not suggesting that we would be somehow 7 

penalizing Allentown; right?  I mean, that a 8 

successful project at the Bethworks wouldn't be good 9 

for the Lehigh Valley? 10 

  ATTORNEY QUAGLIA: 11 

  I'm not suggesting you would be 12 

penalizing ---. 13 

  MR. MARSHALL: 14 

  I'm sorry, there's like a quadruple 15 

negative there. 16 

  ATTORNEY QUAGLIA: 17 

  I think I'm going to have to fall back on 18 

Mr. Mullin's testimony as accurately summarized by 19 

Commissioner Rivers, which is, Allentown is in more 20 

dire straights than Bethlehem.  And if we located a 21 

casino in Allentown, everybody benefits, because 22 

Bethlehem is still going to have, because of their 23 

location and whatever else they bring to the table, 24 

they are still going to flourish.  So therefore, 25 
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everyone wins. 1 

  If we locate it in Bethlehem, Allentown 2 

suffers.  I mean, I think that's where we come out.  3 

And again, in looking at the greatest good to the 4 

greatest number, there's no question that whatever 5 

coast community gets the casino will benefit and that 6 

there will be some spillover benefit, but the 7 

spillover benefit will have much more effect relative 8 

to Allentown, because Allentown does not have any 9 

other options, and Bethlehem has other options. 10 

  MR. MCCABE: 11 

  But isn't our obligation to the 12 

Commonwealth to select a site that's going to do the 13 

best for all of Pennsylvania, all the people in 14 

Pennsylvania, not just a small part of Pennsylvania. I 15 

mean, shouldn't we be looking at what is --- to do 16 

what's best for the entire state, region and then 17 

maybe locale? 18 

  ATTORNEY QUAGLIA: 19 

  I don't know that I disagree with that, 20 

Commissioner McCabe.  I don't know that there's 21 

necessarily an inconsistency.  I mean, Allentown is 22 

the third largest city in the Commonwealth.  I submit 23 

to you that anything the Board can do that would make 24 

a material difference in the fiscal and economic 25 
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prospects of Allentown would per se be good for the 1 

Commonwealth.  I don't know how --- I don't know how 2 

successful you could have a Bethlehem casino be, 3 

particularly given the evidence of record about market 4 

size and market potential that would overcome the 5 

advantage to the whole Commonwealth of benefiting 6 

Allentown. 7 

  CHAIRMAN DECKER: 8 

  Commissioner Colins? 9 

  MS. COLINS: 10 

  Mr. Quaglia, if I may.  If we go back to 11 

the record. 12 

  ATTORNEY QUAGLIA: 13 

  Yes. 14 

  MS. COLINS: 15 

  Based on the commitments as to the 16 

different phases of the projects that we have on the 17 

record.  How is the Tropicana project different from 18 

the Bethworks project, or how do they differ and what 19 

are their similarities?  But give me the differences. 20 

  ATTORNEY QUAGLIA: 21 

  I'm not --- in terms of the commitment, I 22 

mean, we both --- we both have committed to a Phase I, 23 

which is a 3,000 slot machine casino and amenities.  I 24 

think the difference there, certainly the difference 25 
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that Bethworks has highlighted is that they are 1 

introducing substantial retail space.  We have not 2 

introduced retail space.  And again, I will --- as you 3 

heard at the hearing, that is a --- that was a 4 

philosophical difference between us, and that was an 5 

intentional decision. 6 

  I'm not aware of --- I am not aware of 7 

any --- once again, getting back to the record, I'm 8 

not aware of any evidence of record that has said that 9 

this retail space would itself make a difference 10 

without being offset by the loss of some other retail 11 

jobs in the community, which is what motivated us not 12 

to have retail space in an area that needs 13 

revitalization. 14 

  CHAIRMAN DECKER: 15 

  Let me ask you one question before we let 16 

you go.  If we had a crystal ball, and knowing our 17 

obligations under the Act, how would you advise us if 18 

we felt that the Sands, over a period of time was 19 

going to produce more revenue, in terms of the 20 

grandness of the project versus --- and could become a 21 

destination resort versus the Allentown project?  How 22 

would you advise the Board --- I mean, what would be 23 

our responsibility under the Act? 24 

  ATTORNEY QUAGLIA: 25 
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  I would submit, Mr. Chairman --- again, 1 

to get back, that your responsibility would be to make 2 

the decision that does the greatest good for the 3 

greatest number of the Commonwealth. 4 

  CHAIRMAN DECKER: 5 

  I realize there are a lot of presumptions 6 

in that question. 7 

  ATTORNEY QUAGLIA: 8 

  Yes. 9 

  CHAIRMAN DECKER: 10 

  All right.  Anything else?  Thank you.  I 11 

hope we didn't get you too far off track. 12 

  ATTORNEY QUAGLIA: 13 

  Thank you very much.  That's what I'm 14 

here for. 15 

  CHAIRMAN DECKER: 16 

  We have your brief anyway. 17 

  ATTORNEY QUAGLIA: 18 

  Thank you. 19 

  CHAIRMAN DECKER: 20 

  Thank you very much. 21 

* * * * * * * * 22 

HEARING CONCLUDED AT 1:45 P.M. 23 

* * * * * * * * 24 

 25 


