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  CHAIRMAN DECKER: 1 

  We're back.   We're back in session, 2 

please.  Okay.   3 

OFF RECORD DISCUSSION 4 

  CHAIRMAN DECKER: 5 

  Okay.  Our next oral argument is going to 6 

be from Mt. Airy.  Mr. Donnelly, please. 7 

  ATTORNEY DONNELLY: 8 

  Good afternoon, Mr. Chairman, members of 9 

the Board, Staff.  My name's John Donnelly.  I'm 10 

appearing today on behalf of Mt. Airy Number One, LLC. 11 

This project is both real and tangible.  It is 12 

currently under construction.  The first part of Phase 13 

I will open its doors on October 2007 with your 14 

permission.  Ten months from now. 15 

  That will contain a 70,000 square foot 16 

casino, 2,500 slot machines, 196 hotel rooms, a spa 17 

and other amenities.  18 

  With your permission, we will be the 19 

first permanent Category II facility in Pennsylvania. 20 

Construction will continue during and through that 21 

opening until the following year, at the end of 2008, 22 

at which time there will be an additional 204 hotel 23 

rooms for a total of 400, and a casino expansion to 24 

accommodate an additional 500 slot machines for a 25 
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total of 3,000. 1 

  Funding of what I just outlined is 2 

committed at this time by JPMorgan Chase, and in 3 

additional, Louis DeNaples is personally committed to 4 

provide $101 million --- $102 million in financing for 5 

additional development, including up to 2,000 more 6 

slot machines as part of Phase II.  That money is 7 

committed and available for the expansion, based on 8 

market conditions. 9 

  Finally, a master plan providing for four 10 

residential villages on the Mt. Airy. site is planned. 11 

This build-out of the 890-acre site will have 550 12 

acres of greenway recreation open space and will 13 

contain planned communities, including condominiums, 14 

private homes and timeshares in a village atmosphere, 15 

which will greatly enhance our project, specifically, 16 

and the Poconos generally. 17 

  This project will deliver the funded and 18 

committed portions of our project, which I just 19 

outlined, omitting the Phase II and master plan, are 20 

what your financial taskforce designated as scenario B 21 

in the Poconos.  According to your taskforce's 22 

calculation, over a five-year period, scenario B 23 

generated at a minimum, $161 million in additional tax 24 

revenue to the Commonwealth and municipalities, as 25 
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compared with the temporary phased Pocono facilities 1 

  As you know, since April, we have been 2 

harping on ---. 3 

  MR. MARSHALL: 4 

  Excuse me. 5 

  ATTORNEY DONNELLY: 6 

  Yes? 7 

  MR. MARSHALL: 8 

  Before we leave scenario B ---. 9 

  ATTORNEY DONNELLY: 10 

  I'm sorry? 11 

  MR. MARSHALL: 12 

  I said before we leave. 13 

  ATTORNEY DONNELLY: 14 

  Yes. 15 

  MR. MARSHALL: 16 

  You were talking about financing 17 

JPMorgan, and then Mr. DeNaples, but then there was a 18 

phrase you used, assuming market conditions? 19 

  ATTORNEY DONNELLY: 20 

  That's with regard to the Phase II, the 21 

200 --- the additional $102 million, which is in 22 

place, available and financed, but it's not --- for 23 

example, if we did not go to 5,000 slot machines.  If 24 

the demand were not there, we wouldn't expand to 5,000 25 
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slot machines. 1 

  MR. MARSHALL: 2 

  So what you're absolutely committed to 3 

now, in terms of building, regardless --- is that 4 

scenario B? 5 

  ATTORNEY DONNELLY: 6 

  Yes.  And that includes the 3,000 slot 7 

machines.  It includes a 200 --- well, 400-room hotel. 8 

It includes a 70,000 square foot casino, which will be 9 

expanded.  So when we look at the statistics, scenario 10 

B looks exactly like us. 11 

  MR. MARSHALL: 12 

  Okay.  And what we're trying to get at 13 

is, just make sure that apples and apples.  This gets 14 

done regardless of market condition? 15 

  ATTORNEY DONNELLY: 16 

  Correct. 17 

  MR. MARSHALL: 18 

  Okay.  Thank you. 19 

  ATTORNEY DONNELLY: 20 

  Environment.  We've heard, probably --- 21 

ad nauseum, you've heard our emphasis on the 22 

environment.  The reason we have stressed that, 23 

because we know --- we know how difficult and time 24 

consuming, and sometimes impossible it is to obtain 25 
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permits in this environmentally sensitive Poconos.  1 

This is not a developed area with available municipal 2 

water or sewage.  3 

  We've been at it for two years, since 4 

January of '05, and have all of our permits in place 5 

for Phase I.  And as we entered the project, we had a 6 

huge advantage coming in.  The Mt. Airy project had a 7 

functioning sewage treatment plant in place, and it 8 

permitted discharge capacity in excess of what was 9 

needed for our entire Phase I facility. 10 

  Knowing the time lags for approvals, we 11 

have --- that is a huge plus to this project.  Our 12 

hands-on experience led us to retain HRG, an 13 

independent engineering firm to respond to the 14 

comparable evidence or comments that were filed 15 

against us by Pocono Manor.   16 

  In two reports that were filed with you 17 

and put into the record, HRG concluded that the 18 

proposed Pocono Manor project faces major obstacles 19 

and questionable feasibility regarding the 20 

availability of water in, the discharge of sewage out 21 

in the high quality streams and highway improvements. 22 

All of which, under the best case, will significantly 23 

delay that proposed project.  24 

  In contrast to these formidable and 25 
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unresolved obstacles, I emphasize, again, the Mt. Airy 1 

project is permitted, under construction, and with 2 

your permission, will open in October of '07. 3 

  The Mt. Airy project is what the Poconos 4 

community wants.  As you know, you have received over 5 

260 letters of support for this project.  At the April 6 

public input hearings, the public and the Poconos' 7 

business community supported the Mt. Airy project, and 8 

it's compliment not compete theme. 9 

  This support is based, we think, on many 10 

factors.  The project is in both scope and design 11 

compatible with the Poconos mountains.  Louis DeNaples 12 

himself is a lifelong resident of the area, who 13 

residents know and trust.   14 

  Every penny of profits generated by this 15 

project will stay in Pennsylvania.  Profits will not 16 

flow out of state from Mt. Airy.  And like the project 17 

itself, Mt. Airy's community outreach and diversity 18 

programs are in place and have been operating for 19 

nearly a year.  Vendors and job forums have been held. 20 

Agreements for training with a local community college 21 

are in place, and the company has a corporate sponsor, 22 

and this is a big deal.  That we announce the 23 

corporate sponsor of the minority-supplier council of 24 

Pennsylvania, New Jersey and Delaware, which is 25 
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located down in Philadelphia.   1 

  And this is not just words.  As you heard 2 

at our hearing, ten percent of the construction 3 

contracts awarded to date of going to WB/MB firms.  4 

And this, at the early stage of construction when long 5 

lead items like steel and steel erection are not 6 

generally --- did not have generally WB's and MB's 7 

available. 8 

  Moreover, the foundation, Mt. Airy 9 

foundation will directly benefit the community, 10 

including local charities, educational institutions, 11 

healthcare facilities, employee training facilities, 12 

and the proposed medical school for the northeast 13 

Pennsylvania. 14 

  Finally, I want to talk about the man, 15 

Louis DeNaples.  The requirement for licensure in the 16 

Commonwealth of Pennsylvania are similar to those in 17 

other jurisdictions.  Summed up, good character, 18 

honesty and integrity.  The words are difficult to 19 

measure, except by reviewing the deeds, habits and the 20 

activities of a man's lifetime.  By every measure, 21 

Louis DeNaples has that good character, honesty and 22 

integrity. 23 

  He believes and lives by the rule that 24 

his promise or his commitment is far greater and more 25 



 
 

Sargent's Court Reporting Service, Inc. 
(814) 536-8908 

 

10  10 

worthy than a written contract, and that must be 1 

honored.   2 

  Nearly all of the senior employees, and 3 

many of the rank and file have been with him years and 4 

years.  Simply put, he treats his employees right, and 5 

they respond with good work and loyalty.  He's 6 

generous and compassionate.  It's a poorly kept secret 7 

that he is often the anonymous benefactor who appears 8 

in the newspaper to bail out some less fortunate 9 

person. 10 

  He believes that he has to help others.  11 

In preparation for this hearing, Louis related to me a 12 

saying of his father instilled in him.  Any fool can 13 

take care of himself.  What you have to do is take 14 

care of others. 15 

  As to commitments, the one thing I think 16 

everyone in this room, including spectators know, that 17 

if Louis DeNaples says he'll do something, he will do 18 

it.  In April he committed that he would begin 19 

construction of a facility in the spring and summer, 20 

and that facility is now well underway.  He's equally 21 

committed to the Mt. Airy project, and he is 22 

determined to make it happen.  Although not permitted 23 

yet, he's determined to make a master plan village 24 

happen as well. 25 
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  He's humble and self-effacing.  He lives 1 

a simple life with his wife and kids.  He resides in 2 

the same house where his children grew up, and he 3 

neither desires nor displays any of the outside 4 

symbols of wealth.  If a quality of a person is 5 

measured by a lifetime, this lifetime has been 6 

exemplary by all measures.   7 

  At the recent hearing, Louis DeNaples 8 

told you that his facility would not be operated by 9 

him, and it won't be.  He pledged that it would be run 10 

by professionals who are the highest quality persons 11 

attainable, and that it would be run with complete 12 

honesty and integrity.   13 

  Currently working with Louis are persons 14 

like Paul Henderson, who operated two of the largest 15 

casinos in Atlantic City.  He also ran Caesars World, 16 

Inc.  It's hard for me to convey the magnitude of 17 

that, but at the time that --- Paul was right, it was 18 

the industry's premiere national marketing 19 

organization.   20 

  Jim McCarthy is a veteran casino 21 

financial officer from Atlantic City, who spent I 22 

think over 20 years with the Trump Organization.  Vic 23 

Weclew, Bill Callnin, George Carmona, Butch Witcher.  24 

These are people your staff knows from Atlantic City, 25 
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and they've opened dozens of casinos.   1 

  The team will be strengthened 2 

immediately, if licensed.  Louis has committed to you 3 

in this room, to develop and enpower a management team 4 

that is second to none in the industry, and he will 5 

immediately begin adding to that.  6 

  Again, as committed to you by Mr. 7 

DeNaples, Mt. Airy will form and empower an 8 

independent audit committee with the absolute 9 

authority and responsibility to monitor a report on 10 

operations and financial controls of the company. 11 

  The company's internal audit department 12 

will directly report to this independent audit 13 

committee, as will the director of surveillance and a 14 

director of compliance.  The audit committee will be 15 

comprised of independent persons of the highest 16 

integrity who will submit to the jurisdiction of the 17 

Pennsylvania Gaming Control Board.  18 

  They will have full access to all Mt. 19 

Airy's books, records and personnel.  They will 20 

privately meet with employees to assure candid 21 

reports, and they will issue written findings on 22 

operational and financial compliance that will be 23 

promptly provided to this Board. 24 

  In conclusion, the Mt. Airy project is 25 
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neither speculative nor grandiosely oversold.  It is 1 

real.  It is in progress.  It fits the heritage of the 2 

Poconos, and with your permission it will be done 3 

right and operated by a group of professionals, who 4 

will revive the tourism base of the Poconos. 5 

  We urge you to grant a Category II 6 

license to Mt. Airy, the casino project that people of 7 

the Pocono Mountains want and the project that will 8 

deliver on all the commitments made to you and to 9 

them.  Thank you. 10 

  CHAIRMAN DECKER: 11 

  Questions? 12 

  MR. MCCABE: 13 

  I have a question.  All these independent 14 

board of directors, auditors, management team, and Mr. 15 

DeNaples is not going to be involved with the running 16 

of the facility.  What is his role going to be then? 17 

  ATTORNEY DONNELLY: 18 

  Well, he's a financer and an 19 

entrepreneur.  He's going to develop it, put it 20 

together, hire the people and turn it over.  And 21 

knowing Louis DeNaples, he'll be in his truck driving 22 

over, saying what's going on, how are things going, 23 

when are you going to --- are the employees happy?  24 

He'll be watching it.  But he won't be running it.  25 
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And this audit committee that we're going to create is 1 

going to be a committee that will make it certain that 2 

the facility is operated independently and with 3 

complete integrity.   4 

  MR. MCCABE: 5 

  How independent will they be?  Is he 6 

going to have the authority and power to fire these 7 

people if they don't do what he says? 8 

  ATTORNEY DONNELLY: 9 

  Those people will have contracts, and he 10 

will not be able to fire them for anything other than 11 

lack of performance.  Certainly not for integrity, 12 

certainly not for items having to do with --- anything 13 

to do with this Gaming Control Board.  But a person 14 

who cannot perform and employees don't like, for 15 

example, yes, he'll retain that. 16 

  I want to talk a little bit about this, 17 

so I can --- I've seen this model work before.  This 18 

is a very good model, because with the right people  19 

--- and I will assure you they will be the right 20 

people, because you will approve them.  Those people 21 

have unfettered control over this property.  And if 22 

anything untorrid goes on, they will be empowered to, 23 

in writing, to report that to this Gaming Board.   24 

  And it's most important that employees be 25 
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permitted to report to them directly and to meet with 1 

them privately, and that will happen.  And they will 2 

be empowered with and have the authority to protect 3 

any employee from anyone who tries to undermine them 4 

or terminate them for reasons other than bad 5 

performance. 6 

  MR. MCCABE: 7 

  But they'll have the authority and power 8 

to come directly to us with any issues, they don't 9 

have to go through him? 10 

  ATTORNEY DONNELLY: 11 

  Absolutely, and in writing.  Orally and 12 

in writing. 13 

  CHAIRMAN DECKER: 14 

  Commissioner Colins? 15 

  MS. COLINS: 16 

  Why the audit committee? 17 

  ATTORNEY DONNELLY: 18 

  Why the audit committee?  Because of so 19 

many questions that arose from this platform.  As 20 

Louis DeNaples, he's an entrepreneur, is he an 21 

operator, that's number one.  Number two, we know 22 

suitability issues were raised in the newspapers, 23 

we've read them.  And we want to assure the Board and 24 

the public at large, that this facility will be run, 25 
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not only correctly but will be run with oversight from 1 

an independent authority.  Third, Louis is an 2 

independent entrepreneur.  He doesn't have --- he's 3 

not a publicly-traded company, so he doesn't have a 4 

board of directors. 5 

  And by the way, board of directors 6 

oftentimes don't work, and as everybody up this dias 7 

knows, the trend has been toward independent directors 8 

and independent audit committees.  So because he 9 

doesn't have that embedded in his operation, we 10 

thought it was appropriate to create it, but we think 11 

it's important to create it. 12 

  MS. COLINS: 13 

  Thank you. 14 

  CHAIRMAN DECKER: 15 

  When you say independent, you're using 16 

the Securities and Exchange Commission. 17 

  ATTORNEY DONNELLY: 18 

  Absolutely, yes.  They won't be 19 

employees.  They won't be people like me or lawyers 20 

who work for totally independent --- precisely. 21 

  MR. MARSHALL: 22 

  Is that supposed to give us comfort? 23 

  ATTORNEY DONNELLY: 24 

  Well, you know ---. 25 
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  MR. MARSHALL: 1 

  We've gotten to know you Mr. Donnelly.   2 

  ATTORNEY DONNELLY: 3 

  Well, I appreciate that very much.  But 4 

it won't work.  It has to be people who are not 5 

financially holding to Louis DeNaples, and that's who 6 

it will be.  People he has no power over at all 7 

financially. 8 

  MR. MCCABE: 9 

  How will his other companies interact, or 10 

will his other companies interact with the gaming 11 

facility? 12 

  ATTORNEY DONNELLY: 13 

  They won't.  It's going to be separate 14 

accountants.  There's going to be separate auditing.  15 

It's going to be operated totally separately. 16 

  MR. MCCABE: 17 

  So he's not going to have the same people 18 

managing or overseeing or doing jobs for the landfill 19 

and then run over and do something over at the casino? 20 

  ATTORNEY DONNELLY: 21 

  Absolutely not.   22 

  MR. MCCABE: 23 

  You're commingling or intermingling 24 

funds, transferring money from one account to another? 25 



 
 

Sargent's Court Reporting Service, Inc. 
(814) 536-8908 

 

18  18 

  ATTORNEY DONNELLY: 1 

  There may be circumstances where one 2 

company would loan monies to another company.  That 3 

may happen.  If that happens, that will be accounted 4 

for ---.  I can't see that happening for the first 5 

phase, because the first phase is funded up to $500 6 

million, and included in that is working capital.  So 7 

I can't see that happening.  8 

  But once again, the audit committee.  The 9 

audit committee --- and I say again, I've seen this 10 

work.  The audit committee meets with the CFO.  They 11 

meet behind closed doors without Louis DeNaples in the 12 

room and say what's going on.  And under Sarbanes 13 

Oxley's days, today that works, because these people 14 

realize that, look, my job and my career, based on 15 

working with this audit committee and being entirely 16 

honest with them.  And I think that model will work, 17 

and I think to answer Judge Colins, I think it's 18 

absolutely appropriate when you have an entrepreneur 19 

like this involved in ---. 20 

  MR. MCCABE: 21 

  And then he realizes that at any time we 22 

can come in and inspect the books, inspect the 23 

operation of the facility without question? 24 

  ATTORNEY DONNELLY: 25 
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  Yes, sir.  He approved every word I said 1 

to you today. 2 

  MR. MCCABE: 3 

  Figuring how he is, I believe that. 4 

  MR. RIVERS: 5 

  Mr. Chairman? 6 

  CHAIRMAN DECKER: 7 

  Please. 8 

  MR. RIVERS: 9 

  Following along the question that 10 

Commissioner McCabe just related, does Mr. DeNaples  11 

--- does he possess any companies that might be asked 12 

to perform some type of work on this plan in any of 13 

the phases? 14 

  CHAIRMAN DECKER: 15 

  Well, for example, the construction 16 

phase.  I mean, I don't know if that would make a 17 

difference.  Is that what you're getting at? 18 

  MR. RIVERS: 19 

  Yeah, exactly. 20 

  ATTORNEY DONNELLY: 21 

  No, he doesn't.  He hired ---. 22 

  CHAIRMAN DECKER: 23 

  Yeah. 24 

  ATTORNEY DONNELLY: 25 



 
 

Sargent's Court Reporting Service, Inc. 
(814) 536-8908 

 

20  20 

  No, he hired a contractor who --- with a 1 

lot of experience to do that.  I'm thinking, the only 2 

thing I can think is that --- I would bet you the 3 

trash from this place goes to his landfills.  But 4 

other than that, I don't think he has any operating 5 

entities that would be involved in this business at 6 

all. 7 

  MR. MARSHALL: 8 

  And forgive me.  We're going through a 9 

lot of stuff.  Could you just give me what makes up 10 

scenario --- what is absolutely going to happen to --- 11 

I know there's a 400-room hotel.  Is it 70,000 square 12 

feet of ---? 13 

  ATTORNEY DONNELLY: 14 

  Yeah.  Here's what it is.  In October of 15 

2007, we're going to have a slot facility with 2,500 16 

slot machines with 196 rooms, hotel rooms.  It's going 17 

to be 1,337 --- well, you don't know that.  That's 18 

food and beverage, parking spaces and so on.  That is 19 

the first part of Phase I.   20 

  Then in --- way before December of '08, 21 

probably in the spring and summer of '08, we will move 22 

those slot machines up to 3,000.  By the end of ---. 23 

  MR. MARSHALL: 24 

  This is committed now? 25 
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  ATTORNEY DONNELLY: 1 

  Yes.  This is absolutely committed. 2 

  MR. MARSHALL: 3 

  No market conditions? 4 

  ATTORNEY DONNELLY: 5 

  No market conditions at all.  By the end 6 

of 2008, say, December, we will have an additional 204 7 

rooms, that's for a total of 400 rooms.  And putting 8 

working capital aside, that's essentially --- that 9 

working capital includes $400 million, but that's 10 

essentially the $400 million that I spoke of.   11 

  Then the Phase II, the additional $102 12 

million, which is committed money.  It's on the table. 13 

It's there, but it's subject to market conditions, has 14 

an additional 2,000 slot machines, more food and 15 

beverage, more parking and so on.  And that's 16 

scheduled for completion in the beginning of March 17 

2009, September --- completion September 2012. 18 

  MR. MARSHALL: 19 

  Mt. Airy Hotel, or whatever we're calling 20 

it, will have 400 --- there will be a 400-room hotel. 21 

  ATTORNEY DONNELLY: 22 

  Yes. 23 

  MR. MARSHALL: 24 

  There will be enough space to operate 25 
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3,000 slot machines. 1 

  ATTORNEY DONNELLY: 2 

  Yes. 3 

  MR. MARSHALL: 4 

  Any retail space? 5 

  ATTORNEY DONNELLY: 6 

  Yes.  There's --- let me see what I've 7 

got.  I got retail by November of --- or October of 8 

2007, 1,500 square feet retail, a pool and spa, a 9 

14,500 conference ---. 10 

  MR. MARSHALL: 11 

  You were talking about retail space. 12 

  ATTORNEY DONNELLY: 13 

  Yes. 14 

  MR. MARSHALL: 15 

  How much? 16 

  ATTORNEY DONNELLY: 17 

  1,500 by October of '07. 18 

  MR. MARSHALL: 19 

  1,500 feet? 20 

  ATTORNEY DONNELLY: 21 

  1,500 square feet by October of '07.  And 22 

then in Phase II, in September of '12, another 41,500 23 

square feet.  That's the retail bridge we talked 24 

about. 25 
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  MR. MARSHALL: 1 

  And is there a golf course or anything? 2 

  ATTORNEY DONNELLY: 3 

  There's already a championship --- 4 

there's an interesting championship golf course that 5 

was laid out in the --- I think, the '60s where they 6 

took every hole and modeled it against a famous hole 7 

around the world.  And the only thing I've heard about 8 

it --- I heard all these compliments about the golf 9 

course --- I'm not a golfer --- except people say it's 10 

a beautiful golf course, these holes are very 11 

fantastic, but it's too hard.  So we're going to have 12 

to make it easier. 13 

  MR. MARSHALL: 14 

  But it exists? 15 

  ATTORNEY DONNELLY: 16 

  It's there.  Eighteen (18) hole golf 17 

course.  The only thing left from the old Mt. Airy 18 

Lodge was this world famous golf course and the sewage 19 

treatment plant.  Everything else was leveled. 20 

  MR. MARSHALL: 21 

  Okay.  But there will be an 18-hold golf 22 

course --- 23 

  ATTORNEY DONNELLY: 24 

  Yes. 25 
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  MR. MARSHALL: 1 

  --- as part of the committed part ---? 2 

  ATTORNEY DONNELLY: 3 

  That's operating right now. 4 

  MR. MARSHALL: 5 

  And you have the sewage treatment ---- 6 

and there's a second golf course; isn't there? 7 

  ATTORNEY DONNELLY: 8 

  Not at our facility, no. 9 

  MR. MARSHALL: 10 

  So golf course, hotel room, retail space, 11 

slot machines.  Okay.  Thank you. 12 

  MR. MCCABE: 13 

  I have a question on that.  When we first 14 

heard at the beginning of the very first proposal, Mr. 15 

DeNaples said he wasn't going to be competing with the 16 

local restaurants, the local stores.  Now it appears 17 

with this plan that there will be competition there, 18 

that he is bringing in restaurants, he is bringing in 19 

retail store.  What's changed? 20 

  ATTORNEY DONNELLY: 21 

  Well, there's some, but it's not 22 

overwhelming.  It's the 200 rooms and then additional 23 

200 rooms.  We're talking about 400 rooms.  Now, I 24 

don't want to be quoted on the exact number, but I 25 
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think we --- when we did our survey I think it was 1 

about 3,500 rooms that were available in a 15, 20-mile 2 

radius of our facility.  So the rooms are very, very 3 

modest.  And I don't think we're --- in fact, I think 4 

quite the contrary, it will be a very, very helpful to 5 

the hoteliers out there. 6 

  The restaurant space is not overwhelming 7 

to anyone either.  Again, if we have the draw like we 8 

think we will, it will help the restaurateurs.  And 9 

we're contrasting ourselves, quite frankly, to our 10 

competitor, who is going after the Atlantic City model 11 

that, you know, you're inside and you don't get out. 12 

We won't have that scope of facility up there.   13 

  And even the build-out for the master 14 

plan.  We thought pretty --- very carefully about 15 

that.  It's going to be four residential villages with 16 

timeshares, condos and so on.  But that, too, will be 17 

a different market.  We foresee it as a retirement 18 

village in large part, and timeshares, people coming 19 

up.  And there is shopping in there, but it's modest. 20 

It's sundries, drug stores, you know, Starbucks, 21 

things like that.  We're not trying to push out the 22 

people in the Poconos at all.  And even with the 23 

master plan, we don't intend to do that. 24 

  MS. COLINS: 25 
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  Mr. Chairman? 1 

  CHAIRMAN DECKER: 2 

  Please. 3 

  MS. COLINS: 4 

  I would like to explore the concept of 5 

the independent audit committee some more with you.  6 

In order to test just how independent this committee 7 

will be, I want to ask, how will they be paid?  Who 8 

will pay them? 9 

  ATTORNEY DONNELLY: 10 

  They'll be paid by Mt. Airy.  A fixed --- 11 

what I've talked with ---. 12 

  MS. COLINS: 13 

  Because that's usually an issue with 14 

independent committees.  I mean, it's ---. 15 

  CHAIRMAN DECKER: 16 

  I don't think that's true.  I think --- 17 

I'm a director.  And I'm considered independent under 18 

the SEC definition, but the company still pays me. 19 

  MS. COLINS: 20 

  Pardon me? 21 

  CHAIRMAN DECKER: 22 

  The company still pays me. 23 

  MS. COLINS: 24 

  Right.  Well, I want to explore that.  I 25 
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want to hear his response to it. 1 

  ATTORNEY DONNELLY: 2 

  Yeah.  We would pay them.  The model that 3 

I've seen work as the Chairman said, that they are 4 

paid by the --- in this case, it's an LLC, by the LLC 5 

they are given a fixed payment.  They do not get paid 6 

for performance.  They get a fixed fee.  I am 7 

contemplating --- an ex regulator, I think has to be 8 

on, an ex gaming regulator.  I think we need a person 9 

very strong with finance, and I think we need someone 10 

with strong law enforcement background.  That's my 11 

contemplation. 12 

  And I was contemplating the three-person 13 

committee.  The committee would meet periodically, and 14 

those meetings would be scheduled --- again, having 15 

worked with these, we generally see the CFO of the 16 

company being responsible for taking care of the 17 

agenda for the audit committee and working with a 18 

chairperson of that audit committee, who tells the CFO 19 

what they want to see.   20 

  And then after examining the CFO and the 21 

CEO of the entity, again, behind closed doors and 22 

private meetings, then we'd have --- as I said, 23 

surveillance and internal audit as well as --- as well 24 

as a CFO, report directly to that person and report 25 
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directly.  So the reporting line would be directly for 1 

three entities.   2 

  The internal audit will report directly 3 

to the audit committee, so that they will be 4 

independent of the CFO and independent of the CEO.  5 

Surveillance will report directly to the audit 6 

committee, again, to keep them completely independent. 7 

And finally, we are going to have a director of 8 

compliance, which will be some human being whose 9 

responsibility will be compliance with Gaming 10 

regulations and other regulations, again, who will 11 

report directly to that audit committee. 12 

  And that audit committee will have life 13 

and death approval over those three people.  The audit 14 

committee will be the only person who can fire those 15 

three people. 16 

  MS. COLINS: 17 

  Thank you. 18 

  CHAIRMAN DECKER: 19 

  And did you say something about our --- 20 

as part of the conditions that any license that Mt. 21 

Airy might be granted, that we would have --- we would 22 

have approval over who got picked to be on the audit 23 

committee? 24 

  ATTORNEY DONNELLY: 25 
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  Approval, and those people will have to 1 

file for applications, yes.  And they will report to 2 

you when --- again, the model I see, when they report 3 

to us, they report to you.  You get the same report we 4 

get. 5 

  CHAIRMAN DECKER: 6 

  Questions?  Mr. Donnelly, I thank you 7 

very much. 8 

  ATTORNEY DONNELLY: 9 

  Thank you very much. 10 

  CHAIRMAN DECKER: 11 

  Your time is up.  We've exceeded it 12 

greatly.  I'm sorry about that. 13 

* * * * * * * * 14 

HEARING CONCLUDED AT 2:35 P.M. 15 

* * * * * * * * 16 
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