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  CHAIRMAN DECKER: 1 

  Our next presentation is going --- our 2 

next oral argument is going to be from Sands 3 

Bethworks.  Thank you.  Please proceed. 4 

  ATTORNEY KRAUS: 5 

  Good afternoon, Mr. Chairman, members of 6 

the Board.  Fred Kraus on behalf of Sands Bethworks.  7 

Let me spend just a couple minutes talking about two 8 

of our competitors before I turn to our project.  9 

  First Crossroads, and this is really 10 

elicited by questions from Member Colins and Chairman 11 

Decker.  Crossroads says in their marketing report 12 

that --- at page six, that 65 percent of their revenue 13 

comes from the Maryland, D.C., Washington market.  But 14 

then they say, as Member Colins pointed out, that in 15 

the event that Maryland Gaming passes, that would only 16 

have a 17 percent impact.  In their closing brief, 17 

they reference the 2003 Innovation report prepared for 18 

the senate, Democratic appropriations committee, that 19 

indeed said that a location near the Maryland border 20 

would be a prime site, but then later in the report  21 

--- and of course Crossroads doesn't mention this in 22 

the brief.   23 

  At 29 pages --- pages 29 and 30 of the 24 

Innovation report in 2003, a location by the Maryland 25 
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border suffers a 50 percent impact with Maryland 1 

Gaming.   2 

  During the hearing last week, we had a 3 

virtual concession from one of the Crossroads 4 

representatives who conceded that Maryland is going to 5 

do something in the next three to five years.  And 6 

that is just a political reality.  Prior to this most 7 

recent election, they had a governor who's Republican, 8 

who favored casinos, of course, contrary to what 9 

Crossroads says in it's report, and the Senate was in 10 

favor of casinos.  The speaker of the house was not.  11 

Now we have a Democratic governor elect in Maryland, 12 

who has publicly announced his position on gaming, and 13 

we think the political realities of this situation, 14 

including the glooming budget deficits in Maryland 15 

mean that the prior opposition of the speaker of the 16 

house, a fellow Democratic --- Democratic party member 17 

will simply fade away.  And Maryland Gaming will be a 18 

reality. 19 

  What is also noteworthy about the 2003 20 

Innovation report is that it says a location in the 21 

Lehigh Valley is not adversely affected by gaming in 22 

Maryland.   23 

  Let me turn now to the Evansville versus 24 

Hollywood Aurora issue.  We raised in our comparative 25 
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presentation that Evansville, okay, which was 1 

championed by Tropicana, both at the public hearing 2 

and last week, had the --- was for the first eight 3 

months of 2006 was in last place, or next to last 4 

place on a win per unit, per day basis for slots. 5 

  That is a basic measurement in the casino 6 

industry of management efficiency.  There are only two 7 

factors.  Two principal factors that can affect win 8 

per unit per day.  One is not enough customers, and 9 

two is, too many machines.  You contrast the 10 

Evansville operation with the Hollywood Casino Aurora, 11 

which I mentioned last week also on the record, that 12 

Weidner developed along with Stone when they were 13 

still in Atlantic City.   14 

  It's not in the City of Chicago.  Okay.  15 

As I said last week, it's in the City of Aurora.  The 16 

City of Aurora is bifurcated by the Fox River.  And it 17 

just happens to be 35 miles west of Chicago, and at 18 

the end of a major highway that brings people to the 19 

Aurora site from the Chicago land area.  So I think a 20 

great contrast can be shown between the Evansville 21 

operation and the Aurora operation, it's in a smaller 22 

town.  It's a population in excess of a 100,000.  It's 23 

less than 150,000.  It's somewhere around the same 24 

size as Allentown.  But Aurora has been very 25 
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successful.  Evansville is at the bottom of the pile 1 

on a win per unit basis. 2 

  And site selection is a key ingredient of 3 

a management team.  The ability to look at a site and 4 

have a vision for the site.  Okay.  As Goldman Sachs 5 

said in the highly interested letter that we filed as 6 

part of our application, Las Vegas Sands has the 7 

industry leading management team. 8 

  And one of the characteristics of an 9 

industry leading management team is the ability to 10 

select a site.  We have the past history of what 11 

Tropicana selected in Evansville.  We have what 12 

Weidner selected in Illinois, and we have the results 13 

since then to show the difference.  14 

  We referred to the staff --- excuse me 15 

one second.  The staff report on financial stability 16 

taskforce.  That Bethworks' numbers are the highest in 17 

the at-large category, as reflected in the 18 

projections, which Bethworks submitted as part of its 19 

application.  It adds 2,000 slot machines six months 20 

out. 21 

  MS. COLINS: 22 

  Please, Mr. Chairman, if I could. 23 

  ATTORNEY KRAUS: 24 

  Yes. 25 
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  MS. COLINS: 1 

  With respect to the projections, I mean, 2 

I've raised this before with your vice president, the 3 

Las Vegas Sands vice president who was here.  And I 4 

mean, the Sands projections are by far way off of what 5 

our suitability task force projections are.  I 6 

believe, as I recall, it was almost a 55 percent 7 

difference.  And my questioning about that, the 8 

response to that was, well, you people are wrong.  And 9 

I expected really there to be a different approach to 10 

that.  And I wonder if you still maintain that just 11 

our suitability taskforce is way off base, and your 12 

numbers are, in fact, 55 percent --- the projections 13 

are, in fact, 55 percent --- the projection's 55 14 

percent greater, and that's accurate. 15 

  CHAIRMAN DECKER: 16 

  When you're answering that, they're also 17 

significantly higher than Allentown.  So you need to 18 

tell us, you know, about that a little bit. 19 

  ATTORNEY KRAUS: 20 

  Yes.  My answer would be twofold.  I 21 

think from the financial stability report, Member 22 

Colins said the number was 35 percent.  And I think 23 

what Mr. Weidner sought to say, and I know this was 24 

his intention, because we went over the financial 25 
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stability taskforce, of course, before he testified.  1 

He looks at the I-78 corridor as leading directly into 2 

North Jersey.  Okay.  And when he looked at the 113 3 

zone where the financial stability taskforce said --- 4 

we would achieve --- we would get $7 million worth of 5 

revenue.  Weidner thinks it's closer to $100 million. 6 

  So almost the entire difference is 7 

explained by his belief having flown into Newark, 8 

having taken I-78 down to the site.  That the North 9 

Jersey market is a prime market.  And the I-78 10 

corridor is a better access to Bethlehem.  I-78 hits 11 

Route 412 about a little over a mile from the site.  12 

It's not a comparable site in Allentown.  Allentown 13 

has the Route 22 corridor, and as your --- as the 14 

Board's traffic consultant has noted, they didn't 15 

address Route 22.  They didn't address the impacts on 16 

Route 22.  It's pretty well known that Route 22 has 17 

backups at that intersection during the peak morning 18 

and evening periods. 19 

  Now, the morning is not particularly in a 20 

significant for casino purposes, but the evening is, 21 

because you bring casino buses in for a daytrip, ten, 22 

11 o'clock in the morning, and they go back four or 23 

five o'clock in the evening.  Then you have another 24 

group of buses that comes in at five o'clock at night, 25 



 
 

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

 

9  9 

5:00 to 7:00, and stays for four, five, six hours and 1 

goes back late at night.  So they have a major --- 2 

they have a major traffic issue.  3 

  I'm interested --- every time I hear 4 

about their superior access.  But what Weidner saw on 5 

I-78 was the same thing he saw years ago in Hollywood 6 

Casino or Aurora.   7 

  MS. COLINS: 8 

  But do you feel like that --- assume that 9 

their access is not as good as yours, do you think 10 

that shuts the amount of that $100 million market that 11 

you're relying upon? 12 

  ATTORNEY KRAUS: 13 

  We have many more things at our site that 14 

would attract people.  We have four not-for profits.  15 

We have the National Museum of Industrial History.  We 16 

have Arts Quest.  We have PBS 39.  And those are 17 

contrary to what Tropicana said last week, okay.  The 18 

conditions on our land use approval that we honor 19 

those agreements in accordance with their terms.  20 

Those agreements are already executed.  They're part 21 

of this record.  They were filed a year ago.   22 

  We also have an agreement to lease land 23 

at a nominal sum to the --- to an affiliate not-for 24 

profit of the City of Bethlehem for a visitor center. 25 
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And we have a multipurpose space, entertainment space, 1 

meeting exhibition space, which is 46,000 feet.  I 2 

think Tropicana's got --- you know, proposes 15 or 20. 3 

We have twice the number --- we have twice the square 4 

footage of restaurants, and we have 200,000 square 5 

feet of retail. 6 

  You know, Tropicana is located entirely 7 

distant from Downtown Allentown.  And I think it's 8 

fanciful to think that a site approximately five miles 9 

from Downtown Allentown on what is now an open vacant 10 

field is going to have any appreciable affect on 11 

Downtown Allentown.  On the other hand, 200,000 square 12 

feet of retail energized by the economic engine of a 13 

casino facility, there will be synergies from all 14 

those combined activities.   15 

  And I listened to my colleague, who 16 

preceded me say that there weren't any experts to 17 

talking about building destination resorts.  Well, you 18 

can have experts --- expert marketing consultants.  19 

You hire and bring them in and they offer testimony, 20 

or you can have somebody like Bill Weidner, who has 21 

built them, built a number of destination resorts.  22 

And when he came to this site, he looked at it.  He 23 

looked at the I-78 corridor --- and if I could just 24 

have --- I have two slides. 25 
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  I-78 is a direct route into our site, 1 

okay.  It goes right to 412.  412 will be a four-lane 2 

road.  There's $70 million appropriated.  It's a 3 

funded expansion project.  It's exactly the same 4 

vision he had when he went out to Aurora and saw a 5 

highway leading out from Downtown Chicago right to the 6 

doorstep of the Fox River. 7 

  So we think it's the synergy that is 8 

mentioned also by the Innovation Group in the 9 

marketing report that they prepared for us in this 10 

part of the record.  It's the synergy.  It's the ease 11 

of access.  It's the knowledge of the market and it's 12 

the number of slot machines that we would put in. 13 

  You know, Weidner was already emphatic 14 

about that.  We build the core and shell for 5,000 15 

machines as part of Phase I, and our projections show 16 

5,000 machines at six months.  If the Board lets us 17 

put them in earlier, we'll put them in earlier, but I 18 

think there's a statutory prescription there, but 19 

we're committed to the 5,000 slot machines.   20 

  And even with the financial suitability 21 

taskforce numbers, which we think are conservative, as 22 

it respects us, because just simply based on the 23 

qualifications that they state in their report, they 24 

don't --- they don't make any allowance for 25 
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management, for the type of site.  It's a generic set 1 

of projections, but we're still ahead.  We're at $346 2 

million, or the highest among the Category 2 at-large 3 

applicants, even though we think that those numbers 4 

are conservative as to our site, and we rely on the 5 

experience of Weidner and Stone. 6 

  CHAIRMAN DECKER: 7 

  Go ahead, Ken. 8 

  MR. MCCABE: 9 

  I have a question.  One of the arguments 10 

we've been hearing is that Allentown needs this more 11 

than Bethlehem.  What are your thoughts on that? 12 

We had the mayor come in here that said we need this, 13 

please give it to us.  We didn't hear that from the 14 

mayor of Bethlehem. 15 

  ATTORNEY KRAUS: 16 

  Well, I think what you did hear from 17 

Barry Gossin, is actually the debt load in Bethlehem 18 

is larger than it is in Allentown.  So the debt per 19 

capita in Bethlehem is larger.  You know, Councilman 20 

Balinski, that was one of the main reasons for her 21 

vote in Bethlehem.   22 

  Allentown gets $3 and a half million 23 

under the revenue sharing, okay.  This is a --- a huge 24 

brown field site that is begging for just this type of 25 
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opportunity, where people can walk to work or take the 1 

bus to work, including, as reflected in our impact 2 

study, including the transit study, there are four bus 3 

routes that serve the site, including one to Allentown 4 

and another one to Allentown at night.  So there's no 5 

impediment ---. 6 

  CHAIRMAN DECKER: 7 

  So you would hire people --- you think 8 

you might hire some people from Allentown? 9 

  ATTORNEY KRAUS: 10 

  I think we would.  There'd be plenty of 11 

economic opportunity.  So there's more regional growth 12 

coming from a project that is committed to spend a 13 

quarter of a billion dollars more, okay, than a 14 

project seven or eight miles away.  And I think it's 15 

not reasonable to assume that their revenue 16 

projections could come anywhere near ours when we have 17 

the site that we do. 18 

  CHAIRMAN DECKER: 19 

  Okay. 20 

  MR. COY: 21 

  Counselor, it's not the --- you talked 22 

about the synergies developed when retail is expanded 23 

near the casino that would help folks in Allentown 24 

also.  Give us three or four more reasons --- I mean, 25 
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help the Board with the feeling that Bethlehem is 1 

really going to be helpful to Allentown. 2 

  ATTORNEY KRAUS: 3 

  Well, I think that the Allentown site, if 4 

it's not developed by Tropicana will eventually get 5 

developed anyway.  It's a relatively easy site to 6 

develop, as the mayor said, it's one of the last  7 

sites ---. 8 

  MR. COY: 9 

  That won't happen in Bethlehem. 10 

  ATTORNEY KRAUS: 11 

  If the license is not granted, you have 12 

124 acre brown field site.  It's --- you know, we 13 

tried our best to recreate what it looked like in our 14 

model.  But you know, Barry Gossin says that he will  15 

--- you know, that he thinks that he'll do the steel 16 

general office, or what is called the SGO building.  17 

Well, that's a big square building that fronts on the 18 

main street in front of the project.   19 

  Now, good luck to him if he thinks he can 20 

develop that SGO site and sell that as a residential 21 

housing with all those deteriorating and dilapidated 22 

buildings falling down behind him.  Our position has 23 

always been that what leads to development of this 24 

site --- it's been vacant for over ten years.  As the 25 
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mayor has said and as all the politicians who 1 

testified on our behalf, the state representative, 2 

T.J. Rooney, the president of City Council, Mike 3 

Schweder, the Mayor, John Callahan, nothing has worked 4 

for this site.   5 

  This is the most unique urban opportunity 6 

to re-develop a brown field site and turn it around, 7 

integrate it into a community, and that economic spin 8 

off from all that income, from all those jobs will 9 

have a much greater impact on the Lehigh Valley, 10 

including Allentown.   11 

  And I would give you still another 12 

reason, okay.  You don't solve the problems of an 13 

urban community, especially where --- if I show the 14 

slide where --- you see where the Allentown site is 15 

located, it's distant from Downtown Allentown.  In 16 

Atlantic City, where I spent 19 years, plopping 17 

casinos down along the boardwalk, it didn't do 18 

anything for Atlantic Avenue, which was the business 19 

district, you know, pretty close by.  20 

  Allentown, with the site --- with the 21 

site out where it is, that's not going to help 22 

Downtown Allentown.  We're right in Downtown 23 

Bethlehem.  We can have people walk to work, okay.  24 

And it's just logical that spending --- we're 25 
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committed to spend more than a quarter billion dollars 1 

more than Tropicana will.  We'll have a regional spill 2 

over effect with simply the amount of income, the 3 

amount of jobs, the amount of construction workers, 4 

and the tourist enhancing activities of those four 5 

not-for profits.   6 

  And to boot, Allentown gets a $3 and a 7 

half million revenue share that is a result of the 8 

most recent legislation. 9 

  CHAIRMAN DECKER: 10 

  Let me ask you one question before you 11 

go.  And it's the opposite of the question I asked the 12 

Counsel for Allentown.  Which is, if your numbers 13 

aren't right, maybe they're somewhere in between ours 14 

and yours, right --- or our staff's numbers, where 15 

does that leave you with the rest of the project, 16 

because this project, although there is some 17 

additional retail space, which is, you know, great, 18 

but the rest of the project is really the grand piece 19 

of this project; right?  Wouldn't you agree to that? 20 

  ATTORNEY KRAUS: 21 

  Well, the first part of this site is an 22 

excess ---. 23 

  CHAIRMAN DECKER: 24 

  The west side of the project is pretty  25 
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--- is the interesting part of that, in addition to 1 

what you're building. 2 

  ATTORNEY KRAUS: 3 

  Yeah, but also --- but part of that gets 4 

built by the non-profits.  I mean, we've donated, 5 

okay, contingent upon getting a casino license, 6 

approximately nine to ten acres, okay, that will be 7 

used by the National Museum of Industrial History. 8 

  CHAIRMAN DECKER: 9 

  That stuff will get built --- that will 10 

get built even if you don't do your third and forth 11 

phase? 12 

  ATTORNEY KRAUS: 13 

  Because we donated the land to them. 14 

  CHAIRMAN DECKER: 15 

  Okay.  So that's another added bonus to 16 

this project? 17 

  ATTORNEY KRAUS: 18 

  Yes.  Yes. 19 

  CHAIRMAN DECKER: 20 

  But in terms of that --- so we would be 21 

comparing that to what Allentown offers? 22 

  ATTORNEY KRAUS: 23 

  Yes. 24 

  CHAIRMAN DECKER: 25 



 
 

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

 

18  18 

  Unless you can assure us that --- which 1 

you can't really, that the rest of the project that's 2 

in your hands is going to get built? 3 

  ATTORNEY KRAUS: 4 

  Well, what we can assure is that we will 5 

build the 200,000 square feet of retail, which is in 6 

addition to the limited retail in the casino complex. 7 

And what we can assure you is that we begin with 5,000 8 

slot machines if the Board approves it six months 9 

after opening. 10 

  MR. MARSHALL: 11 

  Just so we're clear, Mr. Kraus, the $250 12 

million addition you're talking about is in committed 13 

Phase I? 14 

  ATTORNEY KRAUS: 15 

  One, yes.  Phase I. 16 

  MR. MARSHALL: 17 

  That gets spent? 18 

  ATTORNEY KRAUS: 19 

  Yes.  Approximately $616 ---. 20 

  MR. MARSHALL: 21 

  With that high, who quibbles over a 22 

couple. 23 

  ATTORNEY KRAUS: 24 

  Well, --- and I don't include in the --- 25 
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and that's just the way the Weidner thinks about it, 1 

you know.  2,000 slot machines is probably an 2 

investment of another $35 or $40 million on top of 3 

that $616.  And it's not a big investment when you 4 

look at it in terms of a --- you know, a margin 5 

against the --- in a six and a quarter.  So it's --- 6 

the slot machines are there for --- I mean, you put in 7 

enough slot machines in your facility to make sure 8 

that you always satisfy the peak demand.  Okay.  5,000 9 

slot machines is going to be excess capacity on a 10 

Monday afternoon, but we believe on weekends we need 11 

that capacity. 12 

  CHAIRMAN DECKER: 13 

  Okay.  Any other questions?  Thank you 14 

very much for your presentation. 15 

 16 

* * * * * * * * 17 

HEARING CONCLUDED AT 2:05 P.M. 18 

* * * * * * * * 19 

   20 

   21 

 22 

 23 

 24 

 25 


