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  CHAIRMAN DECKER: 1 

  Good morning.  I'm Tad Decker, and please 2 

excuse my voice.  I'm Chair of the Pennsylvania Gaming 3 

and Control Board.  Today we are holding oral 4 

arguments for applicants for Category 2 slot machine 5 

licenses.  It is vital the applicant's Counsel be able 6 

to speak without interruption and that the Board be 7 

able to hear and communicate freely with the 8 

attorneys. 9 

  The Board expects, and it is my 10 

responsibility --- it's our responsibility to ensure 11 

that courtesy prevails amongst the audience and the 12 

speakers.  I respectfully ask your assistance in 13 

complying with this essential courtesy.   14 

  We also welcome members of the media.  We 15 

ask that the media follow the same protocol that 16 

applies in a formal court setting, and the reporters 17 

and photographers not interfere with the arguments and 18 

that they conduct interviews with speakers outside the 19 

hearing room.  Finally, I want to remind the media 20 

that the Board will not be available for interviews 21 

during or after these hearings. 22 

  Prior to today, the Board held 13 public 23 

hearings for slot machine licenses to be issued under 24 

the Pennsylvania Race Horse Development and Gaming 25 
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Act, as Category 2 licenses.  We also have conducted 1 

final documentary hearings for six Category 1 licenses 2 

at racetrack locations.  3 

  Today the Board provides the final 4 

procedural step before voting on the issuance of these 5 

licenses, the Category 2 --- actually all three 6 

licenses.  Excuse me, Category 1 and 2 licenses.  7 

Under the provisions of the Board regulations, each 8 

applicant is being permitted a period of 15 minutes 9 

for their Counsel to make a final oral argument to the 10 

Board, establishing why under the law and based upon 11 

the evidentiary record, their applicant should be 12 

granted one of the available licenses. 13 

  The evidentiary record for all these 14 

applicants is closed.  Oral argument does not provide 15 

an opportunity to present new evidence, nor introduce 16 

new facts.  Instead it is simply an opportunity to 17 

establish why the applicant should be granted a 18 

license, based upon the evidence already introduced in 19 

the record. 20 

  Applicants do not have to present oral 21 

argument and may waive the opportunity to do so if 22 

they believe that they have already provided the Board 23 

with a convincing case for licensure under Act 71 24 

during their prior hearings and through their 25 
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documentary filings.   1 

  In this case, all of the Category 1 2 

applicants have chosen to waive oral arguments.  Each 3 

applicant who chooses to present oral argument is, 4 

again, provided 15 minutes to do so.  At the beginning 5 

of the argument, a green light will be illuminated, a 6 

yellow light will go on when 13 minutes have elapsed. 7 

At 15 minutes, a red light will appear, meaning the 8 

argument is concluded.   9 

  In order to keep these proceedings on 10 

schedule today, we request that Counsel promptly 11 

conclude their argument upon the red light coming on, 12 

unless we're asking you a question, which may or may 13 

not be the case.  Should an applicant use less time 14 

than allotted, we will call the next scheduled 15 

argument without delay.   16 

  We will begin today with the arguments 17 

for the five Philadelphia applicants followed by the 18 

three Pittsburgh applicants and conclude today with 19 

five at-large applicants.  20 

  With that explanation, we will now begin. 21 

And I believe our first presenter today is PNK, 22 

Pinnacle.  Thank you.  Please proceed. 23 

  ATTORNEY GIORGIONE: 24 

  Good morning, Mr. Chairman, members of 25 
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the Board.  My name is Andrew Giorgione.  I'm with 1 

Buchanan, Ingersoll & Rooney, and we represent 2 

Pinnacle Entertainment and its subsidiary PNK, PA. 3 

  I would like to take this opportunity to 4 

first thank the Board for its diligence throughout 5 

this licensing process.  While we acknowledge that 6 

you've previously provided us a lot of opportunity to 7 

present evidence, I guess as lawyers, we find it 8 

impossible to pass up opportunities to continue to 9 

advocate on behalf of our clients.  Particularly, in 10 

matters of this magnitude.  So I'm going to take my 11 

full 15 minutes, and maybe I'll be a little shorter. 12 

  But you know, my client wants to be in 13 

Philadelphia, and they want us here today in this 14 

context to make our final push for their license.  15 

  Based upon the evidence provided by the 16 

Board, the record overwhelmingly demonstrates the 17 

following.  Pinnacle has the proven ability to design, 18 

develop and operate successful gaming venues in 19 

competitive and highly regulated markets. 20 

  Number two, Pinnacle has designed the 21 

most comprehensive community friendly gaming and 22 

entertainment complex for the City of Philadelphia.   23 

  Number three, Pinnacle Entertainment's 24 

complex provides the greatest potential for across the 25 
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board job creation and economic growth.  Number four, 1 

in every jurisdiction where Pinnacle does business, it 2 

has a proven record of meeting commitments to local 3 

agencies and community based organizations. 4 

  And number five, at every one of its 5 

existing properties, Pinnacle has a proven record of 6 

providing equal opportunity employment at every stage 7 

of construction and development and at every level of 8 

operations. 9 

  By executing an agreement that would 10 

permit Robert L. Johnson to purchase or a control up 11 

to 33 percent of the proposed project.  Pinnacle has 12 

also shown a commitment to equal opportunity and 13 

ownership, which is no small matter for a  14 

publicly-traded company.  Simply, Pinnacle has 15 

demonstrated with clear and convincing evidence that 16 

it meets or exceeds all the Board's licensing 17 

criterias.   18 

  Pinnacle has experienced tremendous 19 

success in the past five years marking its highest and 20 

strongest financial returns.  Pinnacle's vision is to 21 

create a network of premium gaming and entertainment 22 

venues.  Today Pinnacle owns and operates 11 23 

facilities, five in the United States, five in Central 24 

America and one in the Bahamas. 25 
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  In the United States it owns and operates 1 

Belterra Casino Resort and Spa in Indiana.  L'Auberge 2 

DuLac in St. Charles (sic).  Boomtown New Orleans, 3 

Boomtown Bossier City and Boomtown Reno.  In addition 4 

to its development proposal for Philadelphia, Pinnacle 5 

is in the process of building a $430 million 6 

casino/hotel complex in Downtown St. Louis, Missouri, 7 

a $375 million hotel complex in South St. Louis 8 

County, both of which licenses were awarded pursuant 9 

to a competitive process, where Pinnacle competed with 10 

Harrah's and Isle of Capri. 11 

  Pinnacle has also acquired continuous 12 

land in Downtown St. Louis, and is working with the 13 

Jerde Partnership to master plan a mixed-use 14 

residential, retail and entertainment project 15 

estimated at $400 million overlooking the Mississippi 16 

River. 17 

  Pinnacle has broken ground on a $45 18 

million 250 guestroom expansion to L'Auberge DuLac.  19 

Pinnacle has been approved by the Louisiana Gaming 20 

Control Board to build a second $350 million casino, 21 

which will be named Sugarcane Bay in Lake Charles 22 

adjacent to L'Auberge DuLac. 23 

  Pinnacle has purchased the Sands Hotel 24 

and continuous parcels in Atlantic City, New Jersey 25 
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where it intends to develop a premiere global gaming 1 

and entertainment destination.   2 

  Finally, just last week Pinnacle 3 

announced $145 million expansion renovation to its 4 

Boomtown New Orleans property, which will include a 5 

new dockside riverboat gaming complex, four star 6 

hotel, spa, restaurants, nightclubs, meeting spaces 7 

and a new employee dining area. 8 

  It is Pinnacle's ability to develop and 9 

expand gaming venues in these markets that has allowed 10 

the company to generate and more importantly grow 11 

gaming revenues with tremendous success.  Pinnacle's 12 

corporate philosophy is to build and operate the 13 

highest quality projects at each market Pinnacle 14 

enters. 15 

  This history of expansion and operating 16 

successes should be critically noted by this board.   17 

  CHAIRMAN DECKER: 18 

  Can I interrupt you for a second? 19 

  ATTORNEY GIORGIONE: 20 

  Yes. 21 

  CHAIRMAN DECKER: 22 

  With all that going on, what assurance 23 

can you give the Board that they'll be able to do all 24 

these things at once, or in the alternative --- I know 25 
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there's a proposal to build a temporary, that this 1 

permanent is just going to get delayed while these 2 

other things go on? 3 

  ATTORNEY GIORGIONE: 4 

  I think there's two responses to that 5 

question.  First, all the projects are going to be 6 

staged.  As the CFO testified at our hearing, they 7 

have $300 million in cash on-hand, and they just 8 

increased their credit facility to $1 billion.  So 9 

they have the financing capability, and they're 10 

staging their projects. 11 

  St. Louis is being developed right now.  12 

Both of those projects are in the pipeline ---. 13 

  CHAIRMAN DECKER: 14 

  Do they have the manpower to do this?  I 15 

mean, --- I think they clearly --- they showed us they 16 

have the money to do it.  17 

  ATTORNEY GIORGIONE: 18 

  They do.  Along with the staging, they 19 

do.  And they continue to expand.  The last of the 20 

projects is going to be Atlantic City, all the others 21 

are going to come in between, including the project in 22 

Philadelphia.  But they feel fully confident that 23 

they're going to continue to increase their employees 24 

and to stage all these projects. 25 
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  I think the second question dealing with 1 

the permanent and temporary casinos, Pinnacle has the 2 

distinct advantage of having an existing facility, a 3 

55,000 square foot building that's on its property.  4 

And it's actually located at one of the far corners of 5 

the property.  They are going to open that casino in 6 6 

to 12 months.  It has surface parking, but it will 7 

not, in any way, impede the final development of its 8 

permanent casino.  So it will be developing both 9 

contemporaneously.  The temporary casino will be 10 

operating and no way will impede the construction of 11 

the permanent casino facility. 12 

  More over here, like in other 13 

jurisdictions, the Board should be aware of Pinnacle's 14 

corporate philosophy of under promising and over 15 

delivering.  For example, in Downtown St. Louis, 16 

Pinnacle promised during the competitive process to 17 

spend $200 million on the project.  It recently 18 

revised its commitment to $430 million, and as stated, 19 

acquired 20 acres of contiguous property that its 20 

developing at the cost of $400 million.  That is a 21 

total investment in Downtown St. Louis of $830 million 22 

and $630 million more than what was committed to 23 

during the process. 24 

  Likewise, for St. Louis County, its 25 
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estimate was originally $300 million, it's now at 1 

$375.  By way of final example for L'Auberge DuLac, 2 

its commitment was $255 million, and it's spent $355 3 

million.  In Philadelphia you should expect the same. 4 

  Pinnacle is built upon financial 5 

successes and recently has posted very positive 6 

financial results.  We've provided to you their latest 7 

SEC filings for the period ending September 30th.  8 

Revenues have grown from $415 million to $926 million. 9 

During that same period, Pinnacle's operating cash 10 

flows increased from $41 million to $214 million.  As 11 

the CFO testified, Pinnacle has $300 million cash  12 

on-hand and has a credit facility of $1 billion.   13 

  Pinnacle does not design homogenous 14 

Pinnacle-themed properties.  To the contrary, Pinnacle 15 

has achieved financial success by implementing 16 

innovative community-base designs.  17 

  In Lake Charles, despite an initial brand 18 

name --- lack of brand name recognition, in less than 19 

two years, L'Auberge DuLac is now the leading casino 20 

in the State of Louisiana out of 12 casinos.  And even 21 

more impressive, it has begun to return a profit in 22 

that time. 23 

  Simply, Pinnacle put forth a good gaming 24 

concept designed in the right manner for that market 25 
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and combined it with impeccable operations and 1 

service.   2 

  While, it's undeniable that any new 3 

casino in Philadelphia has the potential to generate 4 

some revenues in the immediate term, it's the ability 5 

to sustain and grow revenues in a fiercely competitive 6 

and highly regulated environment that will dictate 7 

long-term results.  8 

  Pinnacle's comprehensive entertainment 9 

proposal will provide the Commonwealth with the 10 

greatest potential to grow economic development in the 11 

surrounding communities while enriching the 12 

surrounding neighborhoods with a well manicured, well 13 

appointed entertainment complex that is designed to 14 

bring the community back to the Delaware River.  15 

Situated on 33 acres in a fish town section of 16 

Philadelphia, the site will accommodate both the 17 

temporary casino with surface parking and concurrent 18 

development as permanent complex.  I discussed that 19 

earlier. 20 

  Indeed, the land is much larger than any 21 

of its competitors, which provides many advantages, 22 

including the ability to place its assets on the land 23 

in proper magnitude, including the need to have --- 24 

and including avoiding the need to have a massive 25 
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vertical parking garage along Delaware Avenue. 1 

  If awarded a license, Pinnacle will 2 

convert an existing on-site 55,000 square foot brick 3 

building in a temporary casino with up to 2,000 slot 4 

machines within one year, as compelled by Section 1210 5 

of the Act.   6 

  While some argue a temporary facility 7 

would not generate maximum revenues and while others 8 

argue that an exception should be granted, because 9 

building a temporary facility would unnecessarily 10 

impede the development of the permanent structures.  11 

Pinnacle can open a temporary facility and begin 12 

generating revenue before any other proposal without 13 

impeding its ability to build its permanent complex. 14 

  Phase I of Pinnacle's guaranteed 15 

permanent facility will include the following: an 16 

80,000 square foot casino, featuring 3,000 slot 17 

machines with the ability to expand to 130,000 square 18 

feet and 5,000 machines.  3,000 parking spaces with 19 

the ability to expand to 5,000.  Five restaurants, a 20 

food court, an upscale floating restaurant on the 21 

property's water feature.  A premium nightclub 22 

overlooking the river.  A 12 to 14 screen multiplex 23 

movie theatre.  30,000 square feet of retail and 24 

entertainment outlets with room for expansion.  A much 25 
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heralded publicly accessible central water feature 1 

that will hold live performances on a stage during the 2 

summer and will be converted to a public skating rink 3 

in the winter.  And substantially, publicly accessible 4 

manicured green space, which will include a promenade 5 

on the river's edge, all fully accessible to the 6 

public at large. 7 

  Finally, Pinnacle's 33 acres lie between 8 

the Delaware River and the fish town section of I-95, 9 

serving as a general buffer between its site and the 10 

residential community without, however, cutting off 11 

pedestrian access from the community to the complex. 12 

  Ideally, Pinnacle's property is situated 13 

closest to I-95, Girard Avenue Interchange, where most 14 

traffic coming to and from the casino will access 15 

Pinnacle's site.  In fact, upon completion of the I-95 16 

Girard Avenue Interchange upgrades, Pinnacle's 17 

property will sit virtually at the bottom of the 18 

interstate's newer on and off ramps, allowing patrons 19 

to enter and exit the property without ever having to 20 

drive down local roads. 21 

  To this end, it's imperative that 22 

Pinnacle, if selected, and the Commonwealth make every 23 

reasonable effort to coordinate the completion of the 24 

proposed I-95 Interchange with the completion of 25 
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Pinnacle's permanent facility, so that optimal traffic 1 

conditions exist as soon as possible.  Indeed, 2 

Pinnacle does not want construction outside its front 3 

door at the same time it's trying to open its 4 

permanent facility. 5 

  That just won't work.  Pinnacle knows it. 6 

And it's similar to St. Louis where it's dealing with 7 

similar traffic upgrade issues.  Pinnacle knows how to 8 

manage such issues in an urban regulatory environment. 9 

  MR. COY: 10 

  Mr. Girogione, --- 11 

  ATTORNEY GIORGIONE: 12 

  Yes. 13 

  MR. COY: 14 

  --- I'm concerned that I won't be able to 15 

ask a question before we run out of time, so let me 16 

just --- I was intrigued by your statement about under 17 

promising, and what was it, over --- 18 

  ATTORNEY GIORGIONE: 19 

  Delivering. 20 

  MR. COY: 21 

  --- delivering.  So what's the real 22 

figure for Pinnacle?  What should we really expect 23 

that you're going to spend, if what you've told us so 24 

far is an understatement. 25 
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  ATTORNEY GIORGIONE: 1 

  Well, Pinnacle is committed --- Pinnacle 2 

is committed anywhere between $300 and $350 million.  3 

It has currently advised the Board that its estimate 4 

for the construction that it envisions is closer to 5 

$400 million.  But the commitment that they have now 6 

is in the $300 and $350 range.   7 

  MR. COY: 8 

  And one other question, and I anticipate 9 

that I might ask it of the other applicants, too, 10 

particularly in Philadelphia.  Are your plans or are 11 

your intentions changed at all depending upon what 12 

other license might be approved in addition to yours? 13 

In other words, does it matter which one, how close it 14 

is?  Talk to us about that. 15 

  ATTORNEY GIORGIONE: 16 

  No, no impacts.  We're fully confident to 17 

compete with whomever you choose. 18 

  MR. COY: 19 

  Okay.  Thank you. 20 

  ATTORNEY GIORGIONE: 21 

  Finally, on diversity, Pinnacle has 22 

provided ample evidence of its diversity program, 23 

goals and other markets, including St. Louis and how 24 

those will apply here.  As for ownership, we've talked 25 



 
 

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

 

18  18 

a little bit about the prospective investment with Mr. 1 

Johnson, which we believe, as a sophisticated 2 

entertainment industry entrepreneur, it meets not only 3 

Pinnacle's vision, but he's a good match for the 4 

company and the City of Philadelphia. 5 

  Let me conclude, in addition to its 6 

project being well received by the community, it has 7 

also been endorsed by Councilman DiCicco, who presides 8 

over all the applicants along the Delaware River.  9 

Councilman DiCicco stated, and I quote, of the four 10 

sites located along the Delaware River, I believe this 11 

proposal will have the least impact on neighboring 12 

communities, has the most experience in operating 13 

gaming facilities and could have the least impact on 14 

local traffic patterns. 15 

  Pinnacle was further endorsed by the 16 

Philadelphia Inquirer, as Inga Saffron wrote in her 17 

article, Changing Skylines, Surprising Worthy Winners, 18 

Pinnacle wins hands down in every relevant category.  19 

Site, traffic, amenities and overall design.  Its 33 20 

acres on the Delaware River are just a few hundred 21 

feet from Interstate 95's Girard Avenue exit.  It's 22 

the biggest of the sites.  It's the closest to a 23 

highway ramp.  Pinnacle maximized those advantages by 24 

hiring Jerde Partnership, one of America's top 25 
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designers of entertainment spaces.   1 

  For all these reasons and those provided 2 

in the record before the Board, we respectfully 3 

request the Board grant --- thank you. 4 

  CHAIRMAN DECKER: 5 

  The commitment with respect to traffic we 6 

talked about, I think our traffic expert --- just to 7 

set the record correct, our traffic expert suggested 8 

some additional things, other than 95.  And I think 9 

when I asked that question I got to see what the cash 10 

flow is.  And then the second question I asked was 11 

with respect to community --- what's your commitment 12 

on community.  I know some people have been talking 13 

about putting in money or certain activities or 14 

certain other things, and we're going to see what the 15 

cash flow is, but we have a track record.  Can you 16 

respond to that? 17 

  ATTORNEY GIORGIONE: 18 

  Yes.  Let me deal with ---. 19 

  CHAIRMAN DECKER: 20 

  I remember the discussion very well. 21 

  ATTORNEY GIORGIONE: 22 

  Okay.  Let me deal with the traffic issue 23 

first.  It's my understanding from my client that 24 

whatever traffic upgrades are necessary, they are 25 
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going to make those traffic upgrades.  They are 1 

committed to doing that. 2 

  CHAIRMAN DECKER: 3 

  Was that the testimony at the hearing? 4 

  ATTORNEY GIORGIONE: 5 

  Well, admittedly, I was there.  I don't 6 

recall the issue being we're going to wait and see the 7 

cash flow on the traffic issue.  I don't recall that. 8 

  CHAIRMAN DECKER: 9 

  Okay. 10 

  ATTORNEY GIORGIONE: 11 

  In a letter to --- let me deal with the 12 

community issue.  In a letter to the City of 13 

Philadelphia this week, Pinnacle is committed to 14 

working with the community on a special service 15 

district or some sort of community plan.  They're 16 

committed to do that.  They're just --- weren't 17 

prepared to do it right now.   18 

  They believe that comprehensively, this 19 

should be a type of agreement that's done with the 20 

community and the City of Philadelphia 21 

comprehensively, one program to deal with all the 22 

issues, and just felt because of timing, it just 23 

couldn't be accomplished.   24 

  But in the letter, we specifically 25 
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advised the city and the communities that if we are 1 

awarded a license, we will sit down and we will make 2 

those commitments. 3 

  CHAIRMAN DECKER: 4 

  Okay.  Commissioner Colins? 5 

  MS. COLINS: 6 

  Counsel, you would agree that the Board 7 

must make its decisions based on the record as its 8 

been established; correct? 9 

  ATTORNEY GIORGIONE: 10 

  Correct. 11 

  MS. COLINS: 12 

  And the newspaper or the media articles 13 

that you elude to, that's not part of the record, 14 

those are opinions; are they not?  And are you using 15 

those opinions --- are you offering them to us as part 16 

of the record to consider or merely opinion? 17 

  ATTORNEY GIORGIONE: 18 

  Maybe I'm asking for you to take judicial 19 

notice of them, Judge.  To take judicial notice ---. 20 

  MS. COLINS: 21 

  Of media articles? 22 

  ATTORNEY GIORGIONE: 23 

  Yes. 24 

  MS. COLINS: 25 
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  You can ask, sir. 1 

  ATTORNEY GIORGIONE: 2 

  I don't know if I have another choice.  3 

I'll ask. 4 

  MS. COLINS: 5 

  I just wanted to ask you to clarify that 6 

certain things are actually in the record, and that's 7 

how we base our decision, as opposed to extraneous 8 

opinions that are not part of the record. 9 

  ATTORNEY GIORGIONE: 10 

  Well, in terms of that, we did attach 11 

both of those articles to documents we did submit as 12 

part of the record. 13 

  MS. COLINS: 14 

  Okay.  Good.  Well, that responds to my 15 

question.  Thank you. 16 

  CHAIRMAN DECKER: 17 

  Any other questions?  Thank you, Counsel. 18 

  ATTORNEY GIORGIONE: 19 

  Thank you. 20 

* * * * * * * * 21 

HEARING CONCLUDED AT 10:45 A.M. 22 

* * * * * * * * 23 

 24 

 25 


