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CHAI RVAN Di G ACOMD COLINS:  Next matter is the
Val | ey Vi ew Downs petition

Al'l right. Good norning everyone.

MR. LAMB: Good norning, Judge Colins.

CHAI RMAN Di G ACOMO COLINS:  How are you,
Justice?

MR LAMB: Bill Lanmb from Lanb MErl ane on
behal f of Valley View Downs. | have with ne, Mureen
McBride, ny partner and Adrian King, partner at Ballard
Spahr. Collectively, we hope to nmake our presentation
to you this norning.

CHAI RVAN Di G ACOMD COLINS:  WI I there be
testinony fromw tnesses today?

MR. LAMB: They're here indeed. You want to
have them all sworn?

CHAI RMAN Di G ACOMD COLINS: | think this would
be a good thing to do right now If all of the
wi t nesses woul d stand, please, the stenographer wll
adm ni ster an oat h.

(Wtnesses sworn en nasse.)

MR. LAMB: Please don't be overwhel ned. They
will be as brief as we can.

CHAI RVAN Di G ACOMO COLINS:  The record is
yours.

MR LAMB: May | be seated?
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CHAl RVAN Di G ACOMO COLINS:  Yes, of course.

MR LAMB: First, let me thank the Board for
expeditiously agreeing to having this hearing today. W
know how busy you are. That's not a solicitous coment.
We do thank you

| also want to thank your staff, specifically,
Acting Director Donaghue and your Acting Counsel Doug
Sherman, M. Pitre, and others for being as cooperative
as they have been in this matter.

Let nme give you an overview of the presentation
this norning and then M. King and Ms. McBride will fil
in the holes.

W are here today to ask you under Section 1315
of the Gaming Act to issue a Category 1 Conditiona
Li cense. W do so for a very basic and specific reason

Qur financing nust settle by July 15th of this
year. |If we do not, then we will be in default of our
financing and this whole project could go up in snoke.

Now, | believe, wi thout bel aboring the point,
that we have satisfied your staff that that is an
accurate representation.

I can tell you having been on conference calls
with the lenders, with Credit Suisse, who is the | ead
lender in this -- who put the group together that

t hey' re not ki ddi ng.
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her e.

doesn't

Condi ti

enpl oye

fi nanci

I don't think it helps us to ask how we got

The fact of the matter is, we are here.

CHAI RMAN Di G ACOMD COLINS: | agree.
MR. LAMB: Pardon?
CHAI RVAN Di G ACOMO COLINS: | agree.

hel p to ask how we got here

We have

MR. LAMB: W are here to ask you to issue a

onal License, to authorize as a Key Enpl oyee one

e, Jeff Smth, so that we can get going with our

ng.

Now, | can assure you that we have researched

this issue thoroughly and our lenders are obligated to

i ssue t

Board t
Condi ti

all alo

i nvesti
poi nt y

and con

you t he

matter?

he financing if we get a Conditional License.

Now, nmay | respectfully suggest to the Gam ng

hat that is a plus for all of us. |If you issue a

onal License, you then maintain contro

over us

ng the way.
And as M. Pitre and his BIE continues their
gation and brings nore people on-1line,

if at any

ou find a problem then you have the authority

trol to deal with that. Now, let ne --

COMM SSI ONER G NTY:  Justice, let ne interrupt

re. How would we deal with that as a practi cal
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MR. LAMB: Cbviously, Conmi ssioner Gnty, it
woul d depend on what you found; but if you found a
violation, let us say, of a contribution | aw or you
found someone had a background that did not cone to
light, you would then either renove that person or fine
as this Board has done and | have sone know edge of
that, you would fine the particul ar individual and
Val | ey Vi ew.

So, it would really depend on what the
circunstances were. W're confident -- and the reason
we cone before you today is we are so confident that
there's not going to be a problem

A we're willing to put up the $50 nillion
today. W realize that we're assuning a huge risk in
doing that, but we are so confident. You're going to
hear briefly fromRod Ratcliff, who is the -- he's to ny
left here, next to Adrian King. He is the CEO --

Chai rman and CEO of Centaur. These people are
experienced gam ng people in Indiana.

They have been through -- Jeff Smith has been
t hrough extensive investigations. Let us not forget, so
have we because we have a harness racing license, which
we had to get before we could conme to you, fromthe
Har ness Raci ng Comm ssi on.

So, we're confident that you're not going to
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find a glitch; but ny point to youis, if there is a
glitch, you'll deal with it; and we'll deal with it.

You have that control now unlike other
situations that this Board has been through where you
may not have had as rmuch control

Ckay. Let's not forget, as | said just a
nonent ago, and we all -- if we can harken back to
renenber the purpose of Act 71, which was to help an
i ndustry and ny county, Chester County, depends heavily
on that industry of horse racing, harness racing, and
that's the purpose.

This is the last facility, the |ast horse
racing facility in the Comobnweal th of Pennsylvania. W
have people here today and |"'mgoing to -- I"mgoing to
keep quiet in a mnute.

W have people here today from Law ence County,
fromthe local township, citizens in the community.
We're going to present a booklet to you where there are
a nunber of letters and articles and that kind of thing
wi t hout boring you or reading those letters into the
record. We'll ask you -- Mss MBride will ask you at
sonme point to take notice of those letters.

These people want this facility built. W have
a conmunity that is depending upon this facility. So

that's really why we are here.
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Let nme dispel one other -- | think what has
happened is an unfortunate notion. W got here because
the Suprene Court of Pennsylvania, a case, | argued --

COW SSI ONER COY:  Before you were on the
Court.

MR. LAMB: No, actually after.

COW SSI ONER COY: After.

MR LAMB: | didn't sit on ny own case.

COW SSI ONER COY:  |'msorry.

MR. LAMB: And that's what enabled us to get
our harness racing license here. There has been a
suggestion sonmewhere along the line here that we are --
maybe it's because we went to the Suprene Court and got
relief that we are a litigious group.

Far fromthe truth. W have no interest in
l[itigation in this matter. | used to do a lot of zoning
in one of my prior lives.

When you went before a Board of Supervisors or
Conmmi ssi oners, you went with your hat in your hand and
you said please. That's why we're here. W' re saying
pl ease give us relief so we can go ahead with this
proj ect .

Thank you and let nme turn it over to Adrian and
Maur een.

MR KING Actually, | think --
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MR. LAMB: Rod is going to nmake a brief
statenent. Rod Ratcliff, already been sworn.

MR. RATCLI FF:  Thank you. Judge Coli ns,
Conmmi ssi oners, staff, we appreciate the opportunity to
be in front of you today to consider this. | nean, we
are appreciative.

W have been here for six years, trying to go
through this process to try to get conpletion. 1t has
got tough on us in the last two or three nonths with al
of the highs and | ows that has been going on here with
the credit narkets.

I can tell you that nme and the conpany, we're
100 percent conmitted to the project. W're 100 percent
committed to the Gami ng Commi ssion, the State of
Pennsyl vani a, the Commobnweal th. W woul d appreciate
your consideration. Thank you.

MR. KING Thank you, Rod.

Good norni ng, Chairman Colins, nmenbers of the
Board. 1I'mgoing to start off the substantive
presentation with respect to the law. Cbviously, we are
here today to tal k about Conditional Licensure under
Section 1315.

Just a coupl e of observations about Section
1315 that | think are inportant to put on the table as

we begin here, 1315 only applies to Category 1 Licenses.
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It doesn't apply to Category 2s. It doesn't apply to
Cat egory 3s.

And in nmy mnd, what the Legislature was trying
to achi eve there was recogni zi ng that the Gam ng Act was
passed primarily for two reasons; property tax relief
but also to support the horse racing industry. As you
know a Category 1 track is attached to either a
t horoughbred or a harness track, etc.

It is a conditional process and it
contenplates -- it is for just this purpose, which for
one reason or another we may have to get sonebody
licensed before the entire investigatory |licensing
process i s conplete.

It even contenplates, God forbid, but under
Subsection E that you may not make it through to the end
of the process. It specifically tal ks about return of
your fee, your licensing fee.

I would note that if your fee gets returned,
you don't get the whole thing back. You get, | believe
it's 85 percent.

The primary purpose of the evidence that we're
going to present today is with respect to public
i nterest.

Public interest under Subsection A is one of

the key requirenents that the grant of a Conditiona
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Li cense nust be in the public interest.

W believe you' re going to hear very strong and
cl ear and consistent evidence that allowing us to nove
forward is in the public interest of the citizens of the
Commonweal th and particularly the citizens of Lawrence
County and Mahoni ng Townshi p.

Let nme tal k about just some of the groups of
evi dence or people that you' re going to hear from
First of all, approval of this project is in the public
interest because it allows us to rermain not in default
of our credit facility. 1t allows this project to begin
and conmence al nost i mmedi ately.

You' re going to hear that we have -- by the end
of this nonth, we'll have spent all noney that we are
able to take down out of this credit facility without
having licensing in place. There was an initial $20
mllion that was allocated for that.

If we do not succeed in this petition, that
will end. Those nonies are extinguished. On the other
hand, if we're able to proceed, we can i mediately go to
construction.

W are able to provide 1,500 union construction
j obs payi ng uni on wages, benefits, etc. to the people of
Lawr ence County, all different trades.

You' re going to hear from Frank Tel esz, who is
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the |l ocal representative of the union. He's going to
tal k about how inportant those jobs are to his nenbers.

You' re going to hear that Valley View is poised
to pay as Justice Lanb indicated our $50 million fee
now, inits entirety. W don't say that lightly.
That's a requirenment under the credit agreenent.

W all know that for some of the other
i censees that have noved through, those nonies have
been paid in sone installnents or a portion or it's been
del ayed for a certain nunber of nonths.

W' re ready to pay today. In fact, we have had
di scussions with your staff that we need to nake sure
that if we succeed, you're ready to draw down the nobney
and put it in your account.

You will hear that the grant of a Conditional
License is of critical inmportance to the Harness Racing
Conmi ssion and to the horsenen.

As we have indicated to you in the Public Input
Hearing, this is going to be a world class facility, a
mle-long track, the best of its kind anywhere.

You' re going to specifically hear fromtwo
representatives. You'll be hearing from Anton Leppler,
t he Executive Director of the Harness Raci ng Comn ssion
You also will be hearing fromJim Si npson. M. Sinpson

is the President of Hanover Shoe Farns. He's going to
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gi ve you the horsenman's perspective on why this is
extrenely inportant.

You' re going to hear from Centaur itself.
You'll be hearing fromM. Kurt WIson, who is sitting
tony left. He is the CFO

The project in allowing us to proceed is
important to Centaur for a variety of reasons.
Qoviously, we want to stay out of default. We want to
be able to nmove forward.

You' re going to hear about the very difficult
conditions that we face in the credit markets. | know
that's no secret to anyone. The bad news keeps coning
and com ng and comi ng.

I noted that yesterday on the front page of the
New York Tines there was an article speaki ng about Ben
Ber nanke, the Federal Reserve Chairnman indicating that
the low interest |oans programthat have had to be put
in place for our investnent banks, he will probably seek
to have those continue well into 2009 because of the
continuing difficulties with the credit market.

You'll hear that we have had di scussions wth
| enders about trying to get sone relief fromthe default
deadline; but | want to make a really, really critical
and i nportant point about that.

Even if we are able to negotiate sone sort of
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extension, and I want to tell you that right now the
proposals in front of us basically in sone ways, | guess
the best way to say it is they break the deal, they nake
the deal unattainable.

But even if we were able to get an extension,
that doesn't solve all of our problens. You nay say,
well, why is that? W have a guaranteed maxi num price
contract in place for this project. All of the costs of
construction are guaranteed and | ocked in.

If we were given an extension, that will just
provi de an extension fromthe |icensing requirenment. It
will stave off default. Hopefully, we would be able to
be licensed within the tinme frame of the extension.

But it won't allow us to begin construction
now. It won't allow us to hire and get going the 1,500
uni on workers on this project.

W will probably bl owthe requirements with
respect to the guaranteed maxi mum price and the price of
this project will go significantly up. | know you're
very famliar with that problem

If that problemis created for us, we're going
to have to reconfigure this project and the great things
that this project is about nmay have to be reduced, may
have to be reconfigured. Anenities that we would Iike

to provide, we nmay not be able to provide.
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You will hear at |east from our perspective and
Justice Lanb has touched on it that we believe the
Condi ti onal Licensure does not carry significant risks
for the Board.

The reason why we say that is this: W
recogni ze and respect the integrity of the investigatory
process. W have always said that consistently.

W don't believe that there are going to be any
probl enms found with any person or entity associ ated or
affiliated with this project.

The managenent teamin this project has been
i censed throughout the country in their various jobs
that they have held in their careers.

W have people licensed in New Jersey, people
that have licensed in Indiana, people who have been
licensed in Louisiana, people who have been licensed in
Nevada

This is not an untested group. This is not
peopl e who have not been subjected to the regulatory
process in the past. These are seasoned hands, so to
speak. They have w thstood regul atory scrutiny
successful ly.

My point is, why is this a safe decision for
the Board to make. It is safe because if any probl ens

were identified, you could order us to disassociate with
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any of these individuals, to divest ourselves of any
entity, and you're ultimate solution would be to order
us to divest the project as a whole. W have seen that
happen in New Jersey w th Tropicana.

| want to nake clear that is never going to
happen because of the track record with these people and
t hese peopl e are not an unknown quantity.

So, we are hopeful after you hear all of this
evi dence, you will agree that Conditional Licensure for
this project is the best solution and it's a creative
solution to a very difficult problemthat we find
ourselves in. W find ourselves in there

On one hand it's ironic because | would say
we're the only project that |I'maware of that has ever
come into the licensing process with our financing
al ready in place.

You know, nost people cone in and they have a
highly confident letter or they have sone other form of
contingent financing. W have the noney in the bank
ri ght now.

And so, what I'msaying is this is a creative
solution to allow us to maintain that funding in a
difficult credit market but allowing us to a proceed but
at the sanme tinme not negatively inpacting the integrity

of the investigatory process and allowing it be
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completed in the fashion that is required by you and by

the citizens of the Commopnweal t h.

Wth that, 1'mgoing to turn it over to
Maur een, who will begin to present sone of our
Wi t nesses.
M5. McBRIDE: | would like to call as our first

w tness Jim Ferruchie, who is here on behal f of
Congr essnman Jason Al t nmeyer

M. Ferruchie would like to, with the Board's
i ndul gence, read a letter from Congressman Al tnmeyer, who
is currently in session.

CHAI RVAN Di G ACOMO COLINS:  Go on, sir.

MR. FERRUCH E: Thank you. M nane is Jim
Ferruchie, and |I'mhere today representing the office of
Congressman Jason Al tnmeyer from Pennsylvania's 4th
Congressional District.

This project is supported at all levels of
Cover nnent and enj oys overwhel nming conmunity support.

As has been disclosed to the Board, the failure
of Valley View Downs to achi eve certain gamng |license
m | estones on or before July 15th, 2008 is an event of
default under its credit agreenents.

Inmportantly, the credit agreenments only require
that the Applicant, Valley View Downs, LP, receive

Iicensure by these dates.
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This project would nean a capital investnment in
excess of $425 nillion into a region -- into our region
including 1,000 to 1,500 construction jobs and at | east
1, 000 pernanent j obs.

The approval of this license is critical to
future econonic growh in the region. Additional nixed
use devel opnent projects will not come to fruition
wi t hout the casino serving as the anchor tenant.

Successful licensure of the Applicant only,

Val | ey Vi ew Downs, LP represents a solution that woul d
allow Vall ey View Downs to neet the requirenents of its
credit agreenents and bring to realization an inportant
econom ¢ devel opnent engi ne for Lawence County in

West ern Pennsyl vani a. Thank you.

M5. McBRIDE: Thank you, M. Ferruchie.

Next, we would like to call Lawence County
Commi ssi oner Dan Vogl er.

M. Vogler, can you state your full name for
the record?

MR. VOGLER: Certainly. Daniel J. Vogler.

M5. McBRIDE: And M. Vogler, what is your
current position?

MR, VOGLER: |'man el ected Lawence County
Conmi ssi oner.

M5. McBRIDE: And how | ong have you hel d that
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posi tion?

MR. VOGLER: Five years.

M5. McBRIDE: And what did you do before that?

MR. VOGLER: Mbst of ny career was spent in the
private sector. | was the Director of Governnental
Affairs for Pennsylvani a Power Conpany, which at the
time was based in New Castle, Law ence County.

M5. McBRIDE: And are you here on your own
behal f or are you authorized to speak on behalf of the
ot her Conm ssi oners?

MR. VOGLER: | amhere with ny coll eagues,
Conmmi ssi oner Steve Craig and Commi ssioner Rick Debl ai so
both of whomare in the audience and I am authorized to
speak on their behal f.

M5. McBRIDE: Can you give the Board an
overvi ew of the Conmi ssioners' position with respect to
the Valley View Downs project?

MR. VOGLER: Right to the point, we support it.
W recogni ze the potential for significant, positive
econom c inpact, not only for our county but for the
region as well. W are in strong support of this
appl i cati on.

M5. McBRIDE: Can you describe for the Board
the current econom c conditions in Lawence County?

MR. VOGLER: Yes, | can. |In fact, referencing
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t he Departnent of Labor and Industry's Center for
Wor kf orce Informati on and Anal ysis Docunment dated July
of 2008, Lawrence County's current rate of unenpl oynent
seasonal |y adjusted is 5.7 percent, which is
significantly higher than Pennsylvania's rate of

unenpl oynment, which is 5.2 percent.

Qur current nmedian famly incone for the county
is $41,463 as conpared to the Pennsylvania median fanmly
i ncome of $49,184. Qur econom c condition continues to
| ag behind the bal ance of the Commobnweal t h.

M5. McBRIDE: What do you attribute the current
economic climate in Lawence County to?

MR VOGLER: Well, for many years, for many
decades, we were dependent upon heavy industry,
particularly the steel industry. The entire region took
hits back in the late '70s and early ' 80s.

Qur efforts to recover fromthat have been
somewhat successful, but we continue, again, to | ag
behi nd the bal ance of the Comonweal t h.

M5. McBRIDE: And do you have any ot her new
i ndustries comng into Lawence County?

MR VOGLER: We have had industries come in.
woul d submit though that many of these industries are
small to medium size enployers that certainly don't

mat ch t he nunber of enpl oyees that had worked at these
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| arger industries for many, many decades.

M5. McBRIDE: And if this project is approved,
if this Conditional License is granted, how many jobs
are you | ooking at total for Lawence County?

MR. VOGLER Well, as been noted, the
construction jobs during that phase woul d be anywhere
from1,000 and 1,500. Then the nunber of pernanent jobs
at the casino and racetrack al one woul d be approxi mately
1, 000.

What is interesting about that nunber is that
woul d make Centaur the second | argest enpl oyer in
Lawr ence County as conpared, our |argest enployer is
Jam son Health System

Wth the granting of the license and the
proceedi ng of the construction and the ultinmate opening
of the racetrack and the casino, again, Centaur would
becone the | argest enployer in the county. That is not
taking into account the ancillary result that wll
result fromthe opening of the casino and racetrack.

M5. McBRIDE: | assune you've heard from your
constituents about this project. Wat is the reaction
of the people in Lawence County, as far as you know, to
the project and the possibility of new jobs?

MR. VOGLER: My two colleagues and | hear from

themdaily. It's all positive. | can assure you of
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that. | would rem nd the nenbers of the Gam ng Control
Board that back on May 15th, you cane to our county and
had the opportunity to hear fromour community and at

| east 35 people fromall wal ks of life spoke. | m ght
add that at that public hearing, all of them spoke in
favor of the project.

M5. McBRIDE: And do you get the sense that
peopl e in Lawence County are anxious for the project to
begin in terms of enploynent?

MR. VOGLER: W thout question, yes.

M5. McBRIDE: Conmi ssioner Vogl er, do you have
any other remarks that you would like to nmake to the
Boar d?

MR. VOGLER: Well, | certainly recognize the
responsibility that the Comm ssion has. The three of us
face issues on a weekly basis that we have to make
i mportant decisions on.

I recogni ze that you take into account all of
the facts involved in the case, but I would like to
underscore two points, one being that there is
significant comunity support, not only in Law ence
County but from our neighboring counties in Wstern
Pennsyl vania and for that matter, in Eastern Ohio.

I cannot enphasi ze enough the significant

econom c inpact that this project is going to have on
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our conmunity and our nei ghboring communiti es.

M5. McBRIDE: Thank you.

MR. VOGLER: Thank you very nuch

M5. McBRIDE: Next, we would like to cal
M. Frank Tel esz, who will speak on behalf of the trade
organi zati ons.

M. Telesz tell, can you state your full name
for the record pl ease?

MR TELESZ: Yes. Frank E Telesz, Jr.

M5. McBRIDE: Can you spell your |ast nane?

MR TELESZ: T -- as in Tom-- e-|-e-s-z.

M5. McBRIDE: M. Telesz, what is your current
posi tion?

MR, TELESZ: |'ma journeynan electrician, |BEW
Local 712.

M5. McBRIDE: And you're here wearing two hats,
if | may say; is that correct?

MR. TELESZ: VYes.

M5. McBRIDE: Aside fromrepresenting the
buil ding and trade -- building and construction trades,
you're al so here on behalf of the Lawence County
Pl anni ng Comnmi ssion; is that correct?

MR, TELESZ: Yes, | am

M5. McBRIDE: First, I"'mgoing to walk you

through the inpact this will have on the trade unions.
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First, can you just give nme, you know, in your
own words what effect -- what is the position of the
construction and buil ding trade unions with respect to
this project?

MR TELESZ: Well, No. 1, we whol eheartedly
support the Valley View Downs project and al so the
Cent aur application for the gam ng.

As you well know, Law ence County
construction-w se, as far as tradesnen, tradeswonen, we
have approxi mately 800 nenbers in the Lawence County
bui | di ng trades.

As you have heard earlier today, we do pay a
living wage. We do pay healthcare. | nmean, we do have
heal thcare. W do have pensions and other benefits.

In return, with Valley View Downs coming to the
Lawr ence County building trades with that partnershinp,
they will use us to build their facility for them we've
told them over and over that we will get this project
built on tine and under budget.

W're a very proud comunity. W're very proud
in everything we do and we build. W would |ike to put
our nane on sonething and al ways go back to it and say
we didit.

M5. McBRIDE: Wen you say you represent a

nunber of different trades, can you tell us how many and
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MR TELESZ: Yes. There are 15 trades in the
building trades. O course, there's the electricians.
There's the carpenters. There's the flat cenent
finishers. There's bricklayers, elevator constructors,
i ronworkers, the drywall finishers, the painters, the
gl azers and etc., the list just goes on.

M5. McBRIDE: Can you describe for the Board
the significance and the magnitude of this project on
all of those different trades?

MR. TELESZ: As of last night, | was thinking
to nyself, when was the last tine we had an inpact of
this magnitude of a project.

To the best of ny know edge, | have to go back
toalittle over 30 years ago, was the Beaver Vall ey
Nucl ear Power Facility, the inpact as far as the nunber
of manpower and the price of the project.

M5. McBRIDE: And do you hear from people in
the trade organizations regularly about this project?

MR, TELESZ: Yes. It's a very hot commodity
not only fromour nmenbers but al so our contractors.

As of yesterday, | got off of the phone with
one of the brick laying contractors locally asking ne
what do you hear, what do you hear. That is all we hear

over and over, what do you hear
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But not only that, a lot of people are
depending on this. |It's a very serious thing because
financially, the building trades need the work. W need
to be 100 percent fully enpl oyed.

The biggest thing today is healthcare. | nean,
heal thcare is what it takes to make it. You don't hear
much nore about wages anynore. |It's about heal thcare,
the cost of healthcare.

W only get heal thcare when we are worki ng and
we try to bank sonme hours to keep heal t hcare going.

May I, | want to share just a small story. | had ny
menbership neeting last night. Usually, | get hone
around mdnight. | got out early. | went out the
backdoor because | had to get hone and get a little
sleep to come out here on this little adventure out
here.

I get home and ny daughter's van is there.
say, what is going on here. | go downstairs. M
daughter is there.

She said, dad, what are you doi ng hone so
early? | said, | have to go to Harrisburg to testify
for Valley Views. Then, you know, tears started com ng
out of her eyes.

Excuse ne. So anyways, | said, what is, wong?

She says, I'mfilling out the CH P Program for insurance
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for ny Kkids.

| said, okay. | said -- to ne it was a pride
issue first but then | hear it over and over, there's
t housands of people w thout healthcare.

My son-in-lawis a great young man. He's a
carpenter by trade, good carpenter. It's just that the
work is alittle bit Iean.

| told her just hang in there. Things always
get better. W' re good people, and we're resilient.

But other than that, we're counting on it. W
really are.

M5. McBRIDE: And can you explain to the Board
the effect of the delay, you know, if a Conditiona
Li cense is not granted, you know, by July 15th and
construction can't begin, can you explain sort of how
logistically that affects the trade industry?

MR, TELESZ: Ww. | don't know what the proper
word is. | don't want to sound -- catastrophic, |
guess. Not only to the construction but also the
vendors and the | ocal people supplying the materials.

It will be tough.

M5. McBRIDE: How about weather issues?

MR. TELESZ: Oh, we shoul d be working now.
Nobody wants to work pouring concrete or working in the

mud in the fall or winter, but we should be working now.
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I nean, all projects, you sit there and say why are we
starting themin the fall or winter. Wy don't we have
themstart early spring and get a good project done on
tinme.

M5. McBRIDE: M. Telesz, | nentioned earlier
that you' re a nmenber of the Lawence County Pl anning
Commi ssion. Can you just give the Board a brief
overvi ew of the Planning Conm ssion's view of this
pr oj ect .

MR. TELESZ: Oh, yes. The Pl anni ng Commi ssi on,
it's a wonderful thing for the community. W support it
whol eheartedly. 1 nean, not only for the project for
the building trades but just the building, the inpact
it's going to do for the social issues also for the spin
of f construction, the jobs. |It's -- our hopes are very,
very high in Lawence County.

M5. McBRIDE: Ckay. Thank you.

MR. TELESZ: One thing, | would like to present
this evidence. It's a Resolution of the Lawence County
buil ding trades in support of the project.

CHAI RVAN Di G ACOMO COLINS: Thank you.

MR, TELESZ: Thank you very nuch.

M5. McBRIDE: | would ask that the resol ution
be marked and entered in as an exhibit.

CHAI RVAN Di G ACOMO COLINS:  Very good. It is
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MR. KING Thank you

M5. McBRIDE: Next, we would like to cal
M. Joe DeRosa from Cent aur.

MR DeRCSA: CGood afternoon.

CHAI RVAN Di G ACOMD COLINS: CGood afternoon.

Counsel, just by way of rem nder, if you can
avoid duplication of a ot of the evidence that we
al ready accepted at the May 15th hearing because as you
recall and your witness just testified, we were present
for that day and heard -- saw that there were hundreds
of people there. W took a lot of testinmony. To the
extent you can avoid duplication, that would be very
hel pful .

M5. McBRIDE: Absol utely.

Can you state your nanme for the record?

MR. DeRCSA: Joseph M chael DeRosa.

M5. McBRIDE: Can you tell the Board what your
current position is?

MR. DeRCSA: |'mthe General Manager of Valley
Vi ew Downs and Casi no

M5. McBRIDE: Can you give a brief overview of
your background and experi ence.

MR, DeRCSA: |'ve been in the gam ng industry

for about 30 years, since 1978. | was a high school

29
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mat h teacher that needed a summer job. Once | got
i nvol ved, | never went back.

I have served pretty nuch every position on the
casino floor. | have been involved in design
fi nanci ng, construction, opening, and operations of
casinos in New Jersey, California, Indiana, and Nevada.

I have held a gaming |license in each of those
states, and | have held a Key Gami ng License in three of
those states.

My experience includes riverboat gam ng in
I ndi ana and Native American gaming in California. |
have al so been involved in gam ng education -- | guess,
once a teacher, always a teacher -- with a place called
Casino Career Institute, which is a branch of Atlantic
County College in Atlantic City.

I've done seninars in gane protection and
operations in various jurisdictions throughout the
United States and Canada to operators, owners, and
regul ators

M5. McBRIDE: M. DeRosa, we have already -- |
know that you have testified before about the design of
the facility and your input into that. Can you just
briefly describe what the facility will be like?

MR DeRCSA: Yes. W did an extensive

presentation at the inpact hearing. So very briefly, we
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have designed a first class facility. [It's integrated
gam ng, racing, and entertainnent.

The overall footprint will sit on about 250
acres. The main entertainnment conplex is alittle over
273,000 square feet.

Qur finishes are extrenely high quality. The
design is taking care to paying special attention to
good air quality, to good circulation of patrons. |
know | pointed out to you we will be keeping mnors off
the floor.

The racetrack itself is a one-mle track,
state-of-the-art Eurodesign. W will have five
restaurant spaces under the current design catering to
everyone's taste and budget.

Qur construction time frane i s about 13 nonths
and probably just a little bit longer for the racetrack.

M5. McBRIDE: And we have heard from M. Tel esz
about the nunber of construction jobs that will be
created. How many permanent jobs are expecting at
Val | ey Vi ew Downs?

MR. DeROSA: Valley View Downs wi |l enpl oy
approxi mately 1,000 pernmanent positions, both full-time
and part-tinme. These are good positions with
conmpetitive wages, with health benefits, and with a

great opportunity for advancenent.
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They are in a variety of disciplines. There
will be gam ng floor positions, food and beverage,
marketing type things, adm nistration, and again, good
opportunity for advancenent.

There will be entry-level positions. There
wi || be supervisory positions and managenent positions.

M5. McBRIDE: W also heard testinony earlier
about the economic conditions in Lawence County.
know you have been approached by people. Wat is your
sense of the need for these jobs and the need for these
jobs in Lawence County?

MR. DeROCSA: As | talk to the people of
Lawr ence County and surrounding areas, | find, you know,
that the history tells nme it's simlar to my experience
in Gary, Indiana. These were mll towns that had tough
times back in the '70s, and there's a desperate need for
enpl oynent .

It's very, very exciting to have this

opportunity to bring these 1,000 jobs there and the

econom c job stimulus that it will provide. The
stimulus has already begun. |It's even out into the
comruni ty.

Qur construction conpany has al ready noved
forward. W' ve rented five condomi niuns and i mredi ately

went out and bought $65,000 worth of furniture froma



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

33

downt own New Castle shop owner. Those are the kind of
things that are going to happen over and over and over.

M5. McBRIDE: M. DeRosa, do you get the sense
t hat people are anxious for these jobs to start sooner
rather than later?

MR. DeRCSA: O course. The construction jobs,
every day that is lost is a day people don't have work.
As | nove about the community and the peopl e and when
peopl e find out what I do and who | amand nowit's
like, we can't wait. W can't wait. Wen can we apply?

I go to restaurants and gee, that would be a
great opportunity for me to work in your buffet or an
opportunity to nove up into the steakhouse.

In 30 years, | cannot say | have seen nore
excitenent about a project than the citizens of Lawence
County are show ng

M5. McBRIDE: GCkay. Thank you very much

MR. DeRCSA: Thank you.

M5. McBRIDE: Next, we would like to call Anton
Leppl er fromthe Harness Racing Conmmission to give a
sense of where the harness racing industry is with
respect to this project.

Good norning. Can you state your nane for the
record?

MR. LEPPLER  Anton J. Leppler, L-e-p-p-l-e-r.
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M5. McBRIDE: M. Leppler, what is your current
posi tion?

MR, LEPPLER: |'msorry?

M5. McBRIDE: Your current position?

MR. LEPPLER |'m Deputy Director of Racing for
t he Pennsyl vani a Harness Raci ng Commi ssi on.

M5. McBRIDE: Are sonme of the Commi ssioners
here today?

MR LEPPLER  Pardon ne?

M5. McBRIDE: Are there Conmm ssioners here with
us today?

MR. LEPPLER  Oh, yes. Conmi ssioner Welsh and
Commi ssi oner Manuel are here today. Unfortunately,
Chairman WIt is unavail able to be here.

M5. McBRIDE: How | ong have you held your
current position?

MR. LEPPLER  The current position, seven
nont hs.

M5. McBRIDE: And before that?

MR. LEPPLER | was Executive Secretary for the
Pennsyl vani a Harness Raci ng Conmi ssion for nine years.
Prior to that, | was Director of Enforcenent and
Li censing for the Horse and Harness Raci ng Comm ssi on
si nce 1985.

MS. McBRIDE: You have been involved with the
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Vall ey View project for sone tine; is that correct?

MR. LEPPLER  Since 2002.

M5. McBRIDE: And would you say you were
involved in all aspects of the licensing proceedi ngs?

MR LEPPLER  That is correct.

M5. McBRIDE: What is your experience and what
has your experience been with Valley View and Centaur
and the Principals involved?

MR. LEPPLER W had a spl endid working
relationship. 1In fact, we still do. Wenever the
Conmmi ssi on has asked for any documents or whatever we
needed fromValley View, they had it in a very
expedi tious fashion. | was extrenmely inpressed that
t hey kept the ball noving forward.

W have a good rel ati onship with Bob Hagenyer,
Rod Ratcliff, and also Jeff Smith. | was also extrenely
i mpressed with Valley View Downs and Bedford Downs
because it canme to a point where the litigation went up
to the Suprene Court.

The Suprene Court nmade it's Order, of course.
Predi cated on that Order and at the direction, if you
will, of the Harness Raci ng Comn ssion, both Applicants
came together for the betternment of racing.

They noved their project fromthe Beaver County

site to the Lawence County site. They added into their
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application process the one-mle track, which is exactly
what the Chairman and fell ow Comm ssioners wanted. In
fact, it was a benefit to the harness racing industry.

M5. McBRIDE: \What type of investigation did
your Conmission do briefly before licensing Valley View?

MR. LEPPLER: Well, we took kind of a role from
the Gam ng Control Board. Qur application, we kind of
tailored it fromwhat we had before to an application
simlar to the Gami ng Control Board

W work very closely with the Pennsyl vani a
State Police, the United States Attorney's O fice, the
Federal Bureau of Investigation, other regulatory
agenci es, and the Gam ng Control Board fol ks who were
fantastic.

M5. McBRIDE: Can you tell the Board what the
i ssuance of a Conditional License to Valley View would
do for the harness racing industry?

MR. LEPPLER Well, it would give another
opportunity in Wstern Pennsyl vania for horseman to race
in Western Pennsylvania. It would also enhance the sire
stakes program It would enhance the breeders program
It would enhance the purse program |t would give an
overall -- it would bring to fruition Act 71 in issuing
the final license. That's what Act 71, | think, was al

about. In fact, | know it was all about issuing these
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That was the original intent of the | aw

M5. McBRIDE: And if Valley View doesn't obtain
a Conditional License by July 15th, what do you see as
the fallout to the harness racing industry?

MR. LEPPLER On the sane things | nentioned in
the positive way woul d just be a negative.

It would not help the purses, not help the sire
stakes program not help the breeders program not give
the opportunity for horsemen to race in Wstern
Pennsyl vani a.

There's another situation that is about the
equal libriumof racing in Pennsylvania, harness racing
where you have Pocono Downs and you have Chester. Mbost
of the horses work north and south from each track.

Vel |, you have the Meadows here; and if you
coul d have another track up there at Valley View Downs,
that would also help. It would inpact negatively if
this doesn't happen on the breeding programand the
opportunities for the horsenman.

Act 71 was the lifeblood of racing in
Pennsylvania. |It's nmy opinion, without Act 71, racing
was al ready in serious jeopardy and you woul d probably
end up with maybe one track or two tracks, if that, but

this was the |ifebl ood



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

The bottomline of this situation is that this
track needs to be awarded. The track is awarded. The

i cense needs to be awarded so we can conmplete the

pr ocess.

M5. McBRIDE: Thank you, M. Leppler.

MR. LEPPLER  You're wel cone. Thank you.

COMM SSI ONER G NTY: | have a question.

CHAI RVAN Di G ACOMD COLINS: Go ahead.

COWM SSI ONER G NTY:  You indicated that this
process started in 2002. | think we ought to be clear.
It took -- maybe you can explain why it took until Marc

or April of 2008 to get to this Board.

MR. LEPPLER  There were appeal s on appeal s on

38

h

appeals. There were -- it was an adversarial situation.

MR LAMB: Let nme answer that.

MR, LEPPLER |'msorry.

MR, LAMB: Commissioner Gnty, there were two
Applicants, Bedford Downs and Valley View Downs. They
both competed for the last singular license in
Pennsyl vani a.

Both cases -- and there were a whole | ot of
procedural issues that were involved, but both cases
ended up on appeal. W cane and got involved. As |
told Comi ssioner Coy, we took the case to the

Pennsyl vani a Suprenme Court.
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The Suprene Court remanded the case and that

| guess.

From 2002 to 2006 or '07, we

weren't on the racetrack. W were on the Court track

COM SSI ONER G NTY: | just wanted the record

to be clear as to when this Board becane invol ved.

MR. LAMB: Nothing to do with this Board.

VB.

MeBRI DE

Thank you, M. Leppler.

CHAI RVAN Di G ACOMO CCLINS:  Thank you.

MS5. McBRIDE: Next, we would like to cal

M. Jim Sinpson.

Good afternoon, M. Sinpson. W'Ill try to keep

this brief and try to avoid any redundancy fromthe

testinony that was presented at the Public Input Hearing

and t oday

record?

position is?

Hanover Shoe

posi tion?

M.

MR.

VB.

MR

VB.

MR.

VB.

Si mpson,

S| MPSON:

McBRI DE

S| MPSON:
Far ns.

MeBRI DE

S| MPSON:

MeBRI DE

can you state your nane for the

James W Sinpson

Can you tell us what your current

Presi dent and CEO and co-owner of

How | ong have you hel d that

Ten years.

And can you just describe briefly
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your background and experience and then also a little
bit about Hanover Shoe Farns?

MR, SIMPSON: Wl l, ny background, |'ve been
associ ated wi th Hanover Shoe Farns all of nmy adult life.
I"'ma fourth generation horseman. | was a
trainer/driver racing in Pennsylvania a fair anmpunt.

Hanover Shoe Farns is the | argest standard bred
horse farmin the world. W conprise 3,000 acres, 1,200
horses, 100 enpl oyees on and on and on. W are the
large -- the nost successful breeder of horses of any
breed since records have been kept.

W have had nore Kentucky, Little Brown Jug,
Hanbi | t oni an wi nners than any other farm | won't keep
goi ng on and on and on, but we're pretty proud of what
we have done.

M5. McBRIDE: Can you describe for the Board
what an i ssuance of a Conditionabl e License, which would
all ow the harness track to be built would nmean to
horsermen and to breeders?

MR SIMPSON:  Well, | just have to say that
Anton said it all and said it well. These opportunities
that Act 71 made possible if the fourth track is allowed
in Pennsylvania, it will open up so many opportunities
for the horsemen and the breeders.

M5. McBRIDE: And just quickly, the
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significance of a one-nile track, can you explain that?

MR. SIMPSON: All eyes are on Pennsylvania
ri ght now thanks to you, the Gam ng Board, for issuing
the other two, three |icenses.

W are on the world's stage. Wth a mle
track, we have the possibility of getting the classic
races |like the Hanbiltonian and the Breeders Crowns. |
happen to sit on the Hanbiltonian Society Board and |
can tell you there's been discussion to nove the race.
It has noved several tines and it would be a great
thing. A Hanbiltonian is equivalent to the Kentucky
Der by.

M5. McBRIDE: And you need a one-nile track for
t he Hambil t oni an?

MR SIMPSON: Miust be raced on a one-nile track
in the daylight.

M5. McBRIDE: Are there any other one-nile
tracks in Pennsyl vani a?

MR SIMPSON: No. Not only that, if this were
to happen, Valley View Downs would be the only mle
track in North America dedicated to year-round harness
raci ng.

M5. McBRIDE: Thank you very much, M. Sinpson.
| have no nore questions.

MR KING In the interest of timng, | wll
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tell you this is our |last wtness.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

MR KING And then we would have a brief
wrap-up and be avail abl e for whatever questions the
Board may have.

Wth that, | would ask M. Kurt WIlson to
pl ease join us.

Good afternoon M. W] son.

MR WLSON. Cood afternoon.

MR. KING Please state your name for the
record.

MR WLSON. Kurt E. WIson.

MR. KING And what is your current position?

MR WLSON: | serve as Chief Financial Oficer
and Executive Vice President of Centaur, the parent for
Val | ey Vi ew Downs.

MR KING Al right. How long have you held
t hat position?

MR WLSON: [|'ve been an officer of Centaur
since its inception, since 1993 and have worked for the
conmpany full-tinme since 1998.

MR, KING Prior to joining Centaur, M.

W1 son, can you give the Ganing Board a sense of your
background and what you have done?

MR WLSON:. | have been an eagle scout, a
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cl ass president, a bank president and a corporate
fiduciary. | amlicensed for gamng in the state of
Col orado and state of Indiana holding Key License
positions. I'mlicensed for racing in the state of
Pennsyl vani a and | ndi ana.

| sold ny bank in 1991 to a fine conpany,
I ndi ana National, and shortly thereafter nmet Rod
Ratcliff and made a decision to support his vision for
t he devel oprment of pari-nutuel horse racing and gani ng
and have been there ever since.

I have been very much involved in the Valley
Vi ew Downs project since the very begi nning and have
lived and breathed this project for nore than six years
now.

MR KING COkay. Wth respect to Valley View
Downs in particular, were you involved in negotiating a
credit facility?

MR WLSON: Yes, | have been, | and ot her
menbers of the executive managenent team at Centaur

MR. KING Okay. Can you tell the Board just
to give thema little bit nore detail about the credit
facility, what is Credit Suisse's role in this deal ?

MR WLSON:. Credit Suisse serves as an agent
for a group of |ending banks that provided the credit

facility. They also hold approximtely 5 percent at ny
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| ast count of the outstanding indebtedness under that
facility.

MR. KING Can you give us an overvi ew about
how the credit facility is structured? W have been
talking a lot about that with Board staff and ot her
about tiers and groups. Can you sort of walk the Board
t hrough that?

MR WLSON. Last COctober we conpl eted at
nearly $1 billion financing, $995 million, which
consists of three tiers; a first lien, a priority
structure of $615 million at my | ast count conprised of
43 different lenders in that group, a $180 mllion
second lien facility, conprised of about 17 |enders and
a pick note for $200 mllion.

Alittle expansion on the first lien facility,
that $615 nmillion breaks down as a $470 mllion initial
draw | ast October, a $100 nillion delayed draw facility
to accomodat e a second installnment on our Indiana sl ot
i cense at Hoosier Park, a $25 million add-on facility
that was dedicated entirely to this Pennsyl vani a project
that we drew down on May 15th in a use-it or lose-it set
of circunstances that we elected to take advantage of in
the current poor econonic environment in the credit
markets, and then finally a $20 million revolving |line

of credit that provides liquidity reserve for our
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hol di ng conpany.

MR KING And just to refresh the Board's
recol lection, this $995 nmillion facility services both
the Valley View Downs project, as well as Hoosier Park
is that correct?

MR. WLSON: Yes, it does.

MR. KING And Hoosier Park being your new
facility in Indiana?

MR WLSON: Yes. W have been open to the
public now since June 2nd. W are very pleased.

MR. KING COkay. When was this credit facility
entered into?

MR WLSON: Cctober 30th of 2007

MR KING And tell us alittle bit about how
the credit markets have changed since being able to
enter into the facility?

MR WLSON: It's been a radical change.
woul d state that ours was the last large facility in the
gam ng sector of the market to be conpleted since this
unprecedented decline in the credit nmarkets, at least in
ny lifetine.

Hard worki ng, good fortune created an
opportunity for what | call for us to fly through the
cl ouds | ast Cctober when we conpleted this financing.

The markets had deteriorated considerably
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during the sunmer of '07. Around Labor Day, they
inmproved a little bit. It was the |ight shining through
t he cl ouds.

Wth the assistance of our investnment bankers,
we were able to conplete this financing under difficult
ci rcunstances but beautiful circunstances when conpared
to today.

Shortly after the conpletion of that financing
and the very end of Cctober, the markets began to
decline again to the point where it may not have been
possi bl e by m d- Novenber, in the opinion of many people
who | respect. That decline continues to this day, and
it is a source of great concern

There are nmany problens in these nmarkets that
have been highlighted in the press. | think sone of
those articles have been submitted. | won't go over the
details of those articles; but | think right here in
Pennsyl vani a, there are exanples of good projects; at
Penn National, Majestic in Pittsburgh that have been
i npacted significantly by the conditions of these
mar ket s.

It is not confined to Pennsylvania. This is a
fact that has inpacted the industry across North
Aneri ca.

I would like to explain -- it's tenpting for
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sonme of us to sit here and | ook at |enders as evil doers
in an environnent like this.

In fact, these | enders have suffered nmassive
financial danage as a result of this decline in the
gquality of the nmarkets.

ad rules of propriety and conduct have
i ncreasingly been set aside during this very stressful
econoni ¢ situation

Qur debt, which was issued only |ast Cctober
has now declined to where it trades in the secondary
mar ket anong different banks at 85 to 87 cents on the
dol I ar.

If we fail to neet this inmportant condition in
our credit agreenents to receive a license by July 15th,
our creditors will have the ability to stop this
Pennsyl vani a project, to take back the $300 nillion in
cash that is now set aside in the bank in reserve to
construct this world class facility and potentially the
$50 nmillion set aside in the bank supporting our
application for our |license to you at par.

Under gap accounting rules, their positions
have been nmarket to market. They realized those | osses.
The gain, the difference between that 85, 87 cents where
t hose positions nmay be sitting today and that 100 cents

on the dollar is inmediate. |t provides a very
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attractive source of revenue in a very difficult
situati on.

That is the nuts and bolts of what | stand
before you and am deeply concerned about today.

MR KING M. WIson, we have tal ked about the
requirements of the credit facility. Can you tell the
Board with respect to the entities that must be |icensed
by July 15th? |Is Valley View Downs, LP, the Applicant,
is that the only entity that nust be |icensed by July
15t h?

MR WLSON: Yes. Alicense to Valley View
Downs by itself, conditional on the license of other
entities and other Principals is acceptable under the
ternms of our agreenent.

I would like to take just a minute and try to
hel p make clear exactly why that is inportant. | think
it's a very conmonsense expl anation in many respects.

W' re before you not just for matters of
integrity, which are very inportant to the nenbers of
the Board, integrity and character, but also the design
of our project and the financing for our project are
i mportant and are part of very inportant el enents of
suitability.

Put yourself in the shoes of the lender. Are

they going allow nearly a half a billion dollars to be
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committed to build a project and conme back to you | ater
and say, is this what you want ed?

We need to know that this project is suited not
only with respect to the character of those that cone
before you today but also with respect to the design and
fi nanci ng, which we feel very secure about at this
nonent with the noney in the bank for this project.

MR KING W know, obviously, why we're here
today. That is the July 15th requirenent but are there
certain other conditions that are al so required?

MR WLSON. Yes, there are. The conditions
are that the license be issued, that the $50 mllion
letter of credit that we have posted for our license be
drawn down by the Board.

MR. KING And also, talk about the issue of a
final and unappeal abl e license, if you woul d.

MR WLSON: We have studied that issue
carefully. W have consulted with our investnent
bankers, with our attorneys, and are of the opinion that
the license issued on or before July 15th is final and
unappeal abl e and sati sfactory under the terns of our
credit agreenent.

MR KING And talk about with respect to the
condi ti onal aspect of the license, will that be

acceptable to the | enders?
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MR WLSON: It's inportant to note it was a
different world that we were in at the tinme this
agreenment was entered into | ast Cctober; but the date,
the July 15th date was a heavily negotiated position

W specifically identified in the docunents
that |icensing under Section 1315, the Conditional
Li cense is satisfactory under our credit agreemnent.

MR KING M. WIson, | don't want to repeat
for the Board, so we're not going to go through all of
the benefits that would result were we to be granted a
condi ti onabl e |icense.

I do want to touch on one thing that I
mentioned in our opening statenents and that was about
t he guaranteed nmaxi mum price. Can you talk about why
that is so inportant to this project and its success?

MR WLSON. W entered into a guaranteed
maxi mum price for the construction of this project on
May 15t h.

Under that contract, we were to give
unrestricted direction to nove forward with the
construction of this project on June 16th. That hasn't
happened.

As the days pass, our hold on the guaranteed
maxi mum price provisions on that contract slip away.

The escal ati on and comodity prices, raw naterial s,

50
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| abor agreenents and a nultitude of other factors are
also critical elenments that need to be held together in
order to allow this project to succeed.

MR. KING And explain to the Board, even if we
were able to get any kind of extension or relief from
the lenders, we'll talk about that in a second, would
that solve our problemw th the GW, guaranteed naxi mum
price contract?

MR WLSON: No. An extension with the
| enders, if achievable, would be expensive, very
expensive at this tinme. |If successful at any price,
it's not the answer.

Under the ternms of our credit agreenent, |
think as you may have nentioned earlier, Adrian, we are
pernmitted to spend $20 million in prelicensing
construction and devel opment activities. That will be
exhaust ed this nonth.

The project will close dowmn if we do not have
the ability to nove forward. So, we may buy tine if
successful in that endeavor; but that's not enough to
keep this project intact.

W also have to be able to successfully
not hbal I all of the relationships, contracts,
agreenents, and pricing that are interdependent in

maki ng this successful.
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MR KING Can you talk a little bit about for
the Board the discussions with | enders that we have had
to date?

MR WLSON: Yes. The license, the Conditiona
Li cense has been the topic of extensive discussions with
our lenders. The license for Valley View by itself is
okay.

As has been stated, | fully believe that the
i ssuance of this license changes little today except for
our ability to satisfy the terns of our credit agreenent
and nove forward and start construction inmrediately,
break ground next week, if we can get this noving.

Even if it's contingent on these other entities
and individuals being licensed before the first dine of
gam ng activity can take place at the property, we can
satisfy our obligations under this agreenent, satisfy
the need to know that the project has been bl essed and
go forward with construction and the rel ated benefits.

MR. KING Can you give the Board a sense of
the range of what it would cost to even get an extension
and how that woul d i npact the project?

MR WLSON: | have had numerous discussions
with the | enders, investnment bankers, and our own team
eval uating our options and attenpting to find ways to

manage through this very difficult set of circunstances.
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A proposal was nmade yesterday by one of the
| argest lenders in our first lien that we have nodel ed
the cost between $86 and $140 nmillion as it ranges from
call date to maturity date for this extension.

| do believe we will continue to work through
this and find ways to drive that lower and try to figure
out ways that the projected revenues of the project can
support an ultinmate solution. W have no agreenent in
pl ace today to address that problem

MR. KING And how | ong woul d that extension
have been for? Into Qctober; am| correct?

MR WLSON: Yes. |It's -- that is still a
negotiated item It would buy just a few weeks
Septenber 15th to Cctober 15th are the dates that have
been in discussion.

MR KING Again, at a cost of $86 to $140
mllion?

MR. WLSON:. That was the proposal nade
yesterday in ternms of our estimate. It buys us time but
does not buy us dollars to continue construction. The
project will continue to be nothball ed.

MR. KING Could you actually proceed with the
project at that tinme of cost $86 to $140 million?

MR WLSON:. No, not as it is currently

desi gned.
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there anything el se that you would like to share with
t he Board?

MR WLSON:. Yes. | would like to say in
closing coments that | have been conmmitted to this
proj ect since 2002.

W made the decision to take the risk to take
down this financing | ast Cctober in our own best
interests to pursue the opportunity to nake a profit
fromconducting this activity in the State of
Pennsyl vani a.

But | also want to point out the fact that our
opportunity to succeed here creates a greater success

for the people, the citizens of Pennsyl vani a.

54

I want to point out that under the |aw, Act 71,

that nore than 50 cents of every dollar in revenues that

are generated on our property are allocated to state,
| ocal government, and horsenen groups throughout the
State of Pennsylvania and in the conmunity where we
operate, that | ess than 40, 48 percent and less, from
that we nust take the dollars to pay the expenses of
this project.

W nust pay the cost of capital, the interest,
and the return of principal to build this project.

If we're good managers, and we believe we are,
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what is left after all of that will be ours after the
fruits of our I|abors.

| would like to point out if we are good as we
say we are, the benefits to the people of Pennsylvania
will be very great in conparison

I ask you to give us the opportunity to use
this noney to be -- to build this project, which is
truly a world class facility designed by world cl ass
people. It will be operated by world class people for
the benefit of the citizens of Pennsylvania. Thank you.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

MR KING Thanks, M. WIson.

Justice Lanb?

MR. LAMB: Judge Colins, before | briefly wap
it up, we want to open it up to questions that anybody
may have.

CHAI RVAN Di G ACOMO COLINS:  What | would like
to do is give the Ofice of Enforcenment Counsel an
opportunity, if counsel has any questions of your
Wi tnesses. After Chief Enforcenent Counsel is finished,
then I'Il see if the Board has questi ons.

Do you have any questions, M. Creany?

MR. CREANY: Yes, Chairman Colins. | had a few
guestions for sone of them | was going to go in the

order. W'Il have to play sonme nusical chairs here



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

56

Then we had potentially sonme w tnesses but |
woul d want to at |east get sonme gui dance fromthe Board
because | think there mght be a way to stipulate and
shortcut things that | think you had signaled at the
begi nning that we are here today and it isn't helpful to
di scuss how we got here.

But nost of what | was going to present through
our witnesses would be the record as it came in through
the Bureau of Licensing and then the efforts of BIE

CHAI RVAN Di G ACOMO COLINS:  Okay. Ask your
guesti ons.

MR, CREANY: Okay. | think I would like to
address a coupl e of questions to Anton Leppler.

MR. LAMB: Do you want himto just stand, Your
Honor ?

MR CREANY: If it's audible.

M. Leppler, as of the enactnment of the Act that gave
slots and supports the horse racing industry, July 5 of
2004, how many licenses have yet to be issued by the
Har ness Raci ng Commi ssi on?

MR LEPPLER | think it was one.

MR. CREANY: There was only one out at a tine?

MR, LEPPLER  Yes.

MR. CREANY: And you had referenced in your

testinony the benefits to racing to have this track. |
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think specifically that it's a one-mle track. W heard
from Hanover Shoe Farns' witness as to that inpact.

But in the process of the earlier issuance of
the licensing between Bedford Downs and Valley View --

MR, LEPPLER  Yes.

MR, CREANY: -- we heard sonething, at least in
the record of that, there's issues with respect to the
size of the track. Wy is it that that one-mle track
is a significant difference between one Applicant and
the other?

MR. LEPPLER | can probably articulate to you
ny reasons but it would be better to talk to the
hor senen.

The one-mle track gives a better opportunity
to the horsenen as far as racing is concerned.

Normally on a 7/8th mile track or a smaller
track, you would have ei ght horses across. On a mile,
you could go up to ten horses across. That's one
opportunity.

Then the other opportunity would be having the
Hanbi | toni an, the possibility of the Hanmbiltonian, a
race in Pennsylvania. That was sonething that evol ved
originally with the Bedford Downs application.

The true reason for it is, | think this, when |

| ooked at the Bedford Downs application -- doing a
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si debar here. Wen | |ooked at the Bedford Downs
application, they had a mle track but they had two
chutes on it.

Wl |, they had put an application in also for a
t horoughbred. Thoroughbred tracks are mile tracks.
Harness tracks don't have chutes on them They're just
oval .

When we | ooked at that, we thought, gee, that
was a good idea. The Chairman really thought that was a
good idea and his fell ow Conmm ssioners. That's how t hat
particular mle track situation cane into being.

Al so what happened, as you know, Valley View
was originally on the Beaver site in Beaver County.

W weren't real pleased with that site. Ckay.
So what happened was, after the appeals were up to the
Suprene Court, the Supreme Court nore or |ess said, take
anot her bite of the apple.

Ckay. So we got the two Applicants together
and to work out an arrangenent between the two
Applicants and sonewhat in the jeopardy of each one of
them but they cane in the interest of the best racing
to do what they needed to do, to come up with one
application before this Comission and the other one
st ood back nore or less and the Valley View application

cane forward.
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They went over on the Valley View site or the
Law ence County site, | should say. That was actually a
physically better property than the Beaver site.

As far as suitability, we did not find anything
in the application process as far as suitability as far
as the Applicants were concerned. W weren't happy.

The Conmi ssioners weren't happy with the site, with the
site and al so, the fact that they originally didn't have
the one mle track in their application but they
subsequently put it in. So, we had the best of both
wor | ds.

MR. CREANY: Then just to clarify, you said you
didn't find anything as to suitability. You' re talking
about the Valley View application?

MR LEPPLER  That is correct.

MR. CREANY: Then with respect to site issues,
isit clear then that the Beaver site did not have the
one-m |l e track capabl e of hosting the Hanbiltonian?

MR. LEPPLER  They originally did not have that
in their application. That is correct.

MR. CREANY: Did they ever supplenent it to put

MR. LEPPLER  Subsequent -- I'msorry. |
i nterrupted you.

MR. CREANY: | n Beaver County, they would be
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able to acconmobdate one mle?

MR. LEPPLER  They suppl enented their
application to put it in.

MR. CREANY: And with respect to the |icense
that was eventually issued in 2007, what is the inpact
if the Valley View project is not successful with
respect to its slot application? What happens to that
license? Is it --

MR LEPPLER As far as the harness license is
concer ned?

MR. CREANY: Essentially, is it transferrable?

MR LEPPLER As far as we're concerned, let ne
just think this through because -- okay. As far as the
Conmi ssion is concerned, it's not in the best interest
of racing to not be able to get a ganmi ng |icense.

So we woul d respectfully request that |icense
back because we couldn't in good faith just have a
harness track out there w thout the support of a gam ng
facility.

And | mght add, this gamng facility and
racetrack, racino, is integrated through the cooperation
of Valley View Downs and t he Comni ssi on.

But to answer your question, the |icense would
-- well, we would probably -- well, we would. [|f we

don't get a ganming license, we take the |icense back.
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condition in the Order that granted the license that
woul d make it non-transferrabl e?

MR, LEPPLER: |'msorry?

MR. CREANY: |s the Order granting that |icense

provide that it is non-transferrable?
MR. LEPPLER Not to ny know edge. | would
have to ask George Agusta that question, our counsel.

MR. CREANY: Those are the only questions I

had.

MR. PITRE: | have one question for
M. Leppler.

CHAI RVAN Di G ACOMO COLINS:  Just a nonent,
pl ease.

Do you have questions for M. Leppler?

MR. PITRE: (One question.

CHAI RVAN Di G ACOMO COLINS: Go head, please.

MR PITRE: M. Leppler, forgive ne, you guys
at the Harness Raci ng Comni ssion conducted a pretty
rigorous investigation on both of the Applicants,
correct?

MR LEPPLER  That is correct.

MR PITRE: And you didn't issue this license
on a whim correct?

MR. LEPPLER  Absol utely not.
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MR. PITRE: You wouldn't expect this Board to
issue a license on a whimeither, would you?

MR. LEPPLER  Absol utely not.

MR. PITRE: No further questions.

MR. LEPPLER | respect this Board i mensely.

COMWM SSI ONER McCABE: To foll owup on this
background investigation, at the tine you did the
background investigations on the two Applicants, in
particular this Valley View, howlong did it take your
i nvestigators to do those background investigations?

MR. LEPPLER A better person to answer that is
Valt Renerick, but he is in lraq right now Let ne put
this in perspective, okay?

W had nyself, Walt Renerick, Tina Appl ebee and
Ceorge Agusta, four people doing this background
i nvestigation.

W also pulled on you fol ks for one of your
forensic accountants at one tinme and we al so pulled on
you fol ks, your investigators for information.

I would say it took, with four people now, it
took several nonths, several nonths, | would say cl ose
to eight nonths to a year.

MR. CREANY: Unless there are any further
guestions for M. Leppler, | only have a few, one or two

guestions that is for M. Kurt WIson.
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CHAI RMAN Di G ACOMD COLINS: Al right. Thank
you.

MR. LEPPLER  Thank you

MR. CREANY: M. WIson, when you were
di scussing the credit facility that was arranged for
Cctober 30th, at the finalization, 2007 for a credit
facility through Credit Suisse, you nentioned that there
was robust negotiations on the provisions in the event
of default saying if it isn't issued by July 15th, it
isn't final.

Wul d you describe in nore detail, where did
that come fron? Who came up with the July 15th
deadline? Was it your side or was that Credit Suisse
that put that deadline in place.

MR WLSON:. It was a negotiated position.
don't think |I could accurately attribute or blame -- if
that's what you're asking ne to do -- anyone on the
circunstances that we have here

It was a different world. There was a
reasonabl e expectation on the part of our |enders that
we shoul d be able to acconplish that goal

When | ooking to the fact that we were
previously licensed in other jurisdictions, that our
financing would be in place for this project, the

guality of the design and the people that have been
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brought to bear on this project, in the specific
provisions in the Act under Section 1315 that

contenpl ated the possibility of a Conditional License to
allow this project to continue in the event that, you
know, were necessary and not -- circunstances like this
couldn't be foreseen.

At that time, also, this mght have and | think
was | argely considered by nmany of the participants that
if we ran into a difficulty here that this wuld be a
techni cal issue that woul d be unwel come and an expense
to the project but not present the prospect for
overwhelmng calamty in the world that we live in
today. Does that answer your question?

MR. CREANY: | guess. | think it goes around
it at least. | was thinking in terns of really why was
that sonmething that sonebody had dug in on or are you
just saying that it was not --

MR WLSON: It was one of the last issues to
be settled. It was intensely negotiated right down to
the end. | think to point blanme at this point for what
happened isn't correct.

But | recall the words that were advised to ne
is, if I continue to press, you know, under those then
difficult, even in Cctober, conditions, that | would

spook the herd. That's the termthat sticks in nmy mnd
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in ternms of pushing too far to drive the | ending group
and nmake it inpossible to conplete this project.

So, ultimately, | was one of several people who
accepted that termand believed at the tine that it was
an achi evabl e obj ecti ve.

MR. CREANY: |'mreally not trying to affix
blame. |I'mtrying to get an idea of where that date
came from Wat | have that | amaware of, and it m ght
be wong, on Septenber 5th of '07, the Harness Racing
issued the license to Valley View for Pennsyl vani a.
think that's the correct date?

MR. WLSON. Septenber 7th?

MR. CREANY: |'msorry. It was Septenber 5th
of 2007.

MR. WLSON: Yes.

MR. CREANY: So when did you begin negotiations
with Credit Suisse on this facility?

MR WLSON:. | can't tell you the precise date.
It was a very intensive experience. You have to say not
only were we engaged in the negotiations with Credit
Sui sse, we had to agree to relocate the site of our
project, which is a massive undertaking. W had
extensive investnent in terns of tinme and understandi ng
in the Beaver County site.

CHAI RVAN Di G ACOMO COLINS: |'mgoing to
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interrupt you. D d you get an answer to your question?

MR. CREANY: No, | didn't.

CHAI RVAN Di G ACOMO COLINS: Repeat your
guestion.

MR. CREANY: The question | had is on Septenber
5th of '07, there's a harness license in place. Wen
did you begin negotiating the credit facility?

MR WLSON: Shortly thereafter.

MR. CREANY: So, shortly after Septenber 5th,
2007. It concluded with an executed document Cct ober
30, 2007?

MR, WLSON: Yes. W had actually begun sone
prelimnary negotiations well before Septenber 5th is ny
recol l ection. | apologize for not having the precise
dat e.

MR. CREANY: Aside fromall of the things you
are tal king about you had going at Valley View, you had
to relocate your site, and you had some issues with
respect to the construction and such, did you initiate
efforts back in Septenber of 2007 to begin the process
here for a slot |icense?

MR WLSON:. Yes. |In the respect that part of
that application includes design, financing,
proj ections, many conponents that we were aggressively

pursui ng at that point.
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MR. CREANY: But when did you actually begin
the process of assenbling the information necessary to
conmpl ete an application? Do you have an idea of when
t hat took place?

MR WLSON:. | can't say with precision. It
woul d have been during the sumer of '07.

MR CREANY: Before the harness |icense?

MR. WLSON: Yes.

MR. CREANY: Okay. Then what happened between
t hat begi nni ng date sonetine summer of '07 and when you
finally had initial filings with the Bureau of
Licensing? | believe it was Cctober 29th of 2007, we
had an application for a Cat 1 initially started. What
was taking place in that interimperiod of a couple of
nont hs?

MR WLSON. Please, help ne. Can you ask the
guestion agai n?

MR. CREANY: Sure. I'mtrying to say what was
going on in order to get an application in place as soon
as your harness |license was issued, to have a |icense
process begun at the PGCB as pronptly as possible after
Sept enber 5, 20077

MR, WLSON. Background information on all of
our key persons, background information on the entities

that woul d be invol ved was bei ng assenbled. As | say,
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design features, we had the issue right up to the

settl ement on Septenber 7th in terns of the settl enent
wi th Bedford Downs to make it possible for this to cone
together at that point for all intents. Then once
reached, we needed to proceed aggressively with all of
the features as they were inpacted on the new site,
estimates on utilities, construction, the size and

scal e, scope of the facility. Thousands of different

i ssues were being addressed during that period.

MR. CREANY: | have no further questions.

CHAI RVAN Di G ACOMO COLINS: Does the Board have
any questions at this tinme?

COM SSI ONER McCABE: | have one. Did you want
to go first?

COW SSI ONER SQJKA: W were curi ous.

Questions of whonf? Everyone here?

CHAI RVAN Di G ACOMD COLINS: Let's start with
this witness since he is here.

Any questions of this w tness?

COW SSI ONER McCABE: | do.

Kurt, can you hel p ne understand this financing
package, $995 million. That $995 nmillion is not all for
the project in Pennsylvania, is it?

MR WLSON: That is correct.

COW SS| ONER MECABE: How much of this
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financing is to go to the Valley View racetrack in New

Cast | e?
MR, WLSON: Approximately $455 nillion
COW SSI ONER McCABE: Now, has there been any
attenpt to safeguard that? | don't know howto --

don't know how to ask how all of the financing will work
on this, safeguard that $445 nmillion or take it away
fromthe 995? That's what | know I'minterested in is
what is going to happen in Pennsylvani a? How nmuch are
you going to invest in Pennsylvania? That's $455
mllion that you need to conplete the Pennsyl vani a
racetrack that is going to benefit us.

MR WLSON: Yes. Mich of that $455 million
includes the $50 nmillion licensing fee, includes the
site settlement with Bedford Downs, the place in
Law ence County.

It provides currently -- there is $300 million
in cash set aside in a restricted cash account for the
sol e purpose of conmpleting the project from here
forward.

W have done much predevel oprment desi gn work.
Anot her $300 million fromthis day forward that is now
in arestricted account that is dedicated for that use
only.

COW SSI ONER MECABE: It seens |like -- that al
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MR WLSON:. Al 300 mllion will go to
Pennsyl vani a.

COW SSI ONER McCABE:  How rmuch?

MR, WLSON: The $300 million that remains is
solely dedicated to the conpletion of the Pennsylvania
proj ect .

COM SSI ONER McCABE: Right. Has there been
any attenpt with the negotiations with the financial
institutions to nake sure that we have that noney here?

MR, WLSON: Actually they're as interested in
t hat happening as you are in this case would be ny
opi nion. They want to nmake sure that noney is set
aside, that it's set aside for the creation of the
facility that we have presented to you, and that it's
adequate to conplete that facility and deliver the
product that we have proposed.

So, they also have the ability to take it away
if we don't nmeet these objectives and the environnent
makes that a risk.

CHAI RVAN Di G ACOMO COLINS: | have sone
guestions.

Sir, who is Jeff Smth?

MR WLSON: Jeff Smith is the Director of

Raci ng for Centaur. He has been with the conpany since

70
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2001. W had a relationship with himwhile he was with
Churchill Downs for many years, served as a fornmer
Presi dent of Churchill Downs Managenent Conpany, and
former Chief Financial Oficer for Churchill Downs.

CHAl RVAN Di G ACOMD COLINS:  And what is the
nane of the conpany you' re requesting the Conditiona
Li cense for?

MR WLSON:. Valley View Downs, LP, the
operating entity for the Valley View Downs project.

CHAI RMAN Di G ACOMD COLINS:  And Jeff Smith's
relationship to Valley View Downs to that hol ding
conpany?

MR WLSON. He is the Director of Racing

CHAI RVAN Di G ACOMO COLINS: Okay. So then he
has al ready been licensed by the Harness Racing
Conmi ssi on?

MR. WLSON: Yes.

CHAI RMAN Di G ACOMD COLINS:  Who is the CEO --
who are the officers of this conpany, the hol di ng
conmpany? Ratcliff, correct, M. Ratcliff?

MR WLSON. Yes. He is Chairman, CEO

CHAI RMVAN Di G ACOMO COLINS:  You're CFO
correct?

MR WLSON: That is correct. John MLaughlin

is President.
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CHAI RMAN Di G ACOMD COLINS:  kay. So Jeff
Smth is not an officer? He is an enpl oyee?

MR, WLSON. He has recently been appointed
Executive Vice President. Yes, he is an officer of the
conpany.

CHAI RVAN Di G ACOMO COLINS:  And you're asking
for a Conditional Licensing of himand the shell
cor poration?

MR WLSON: That is correct.

MR KING If I could add, the reasoning for
that I don't want to speak for BIE --

CHAI RVAN Di G ACOMO COLINS: I'mtrying to find
out what the reasoning for that is.

MR KING | know they will not let nme speak
for them The reason why Jeff Smith was suggested was
t he mechani cs of the Board, we have over 20 individuals
who have applications before you.

About 14 of those are 1 percent sharehol ders,
then you have officers, directors and you' ve got a Key
Enpl oyee, M. DeRosa.

What we were trying to ascertain fromBIE, we
were hoping that at |east sone of those people were
effectively conplete in terns of their background
i nvestigation.

Again, | cannot speak for BIE. M. Smith was

72
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relatively conplete, and there were no problens
identified. W're not speaking for BIE. That's why we
requested M. Smith to be Conditionally Licensed.

CHAI RVAN Di G ACOMO COLINS:  Are you requesting
that by Conditionally Licensing M. Smith, that speaks
adequately to the suitability requirenments of Section
13157

MR KING Yes. |If you look at -- the first
pl ace to begin woul d be under Section 1103 in the
definitional section of the Applicant. It gives the
Board wi de discretion to determ ne who nust al so be
licensed along with an Applicant that is not a person.

Then when you go into Section 1315, it tal ks
about Key Enpl oyee, an Applicant and Key Enpl oyee.

W were trying to identify at | east one person
who coul d be designated as the Key Enpl oyee, the person
who woul d be directly responsible to the Board and the
staff as we woul d begin the construction process.

I think an inportant thing to note is, when
this project begins, it's primarily going to be focused
on construction of the track and the building facility.
We're not going to get into gam ng aspects of this
project in terns of --

CHAI RVAN Di G ACOMO COLINS:  But let's | ook at

the conpany. Does M. Smith control -- is he the
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deci si on-maker in that conpany?

MR KING Well, he's an officer. Certainly,
as we have said, he has the authority to buy the
company. He's not the CEO. W know t hat.

CHAI RVAN Di G ACOMO COLINS: Al right. [I'm
sorry. Are there nore questions of this wtness?

COWMM SSI ONER ANGELI: | want to go back to
somewhere in the discussion you nmade a reference to a

license that was final and unappeal abl e. Wat does that

mean? |'mnot really sure.
MR LAMB: |I'msorry. | mssed that.
COWM SSI ONER ANGELI: | believe it was

M. WIson nmade reference to the financing being tied to
a license that was final and unappeal abl e. Wat does
t hat nean?

MR. LAMB: Let ne address that,

M. Comni ssioner. | have sone experience in other
applications. W were involved in Presque Isle Downs in
front of the Suprenme Court and involved in HSP com ng
out of Phil adel phi a.

The issues raised in those two cases, which
ultimately were deterninative of those two cases by the
Suprene Court of Pennsylvania, basically said that the
parties who were trying to appeal in that situation did

not have standi ng because they did not intervene bel ow
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In other words, in laymen's terns, they didn't
becone a party below. Therefore, they were not in a
position to file an appeal to seek relief by the Suprene
Court.

Real |y, the basic case that decided that was
the Presque |sle Downs case where they cane up at the
last mnute and tried to appeal the granting of the
license and the Suprene Court said no, no, no.

Nor mal appel | ate pl eadi ng practice requires
that in order for you to get to the Supreme Court, you
have to be a party below, and they were not.

The reason that we're confident that that does
not pose a problemhere is that there are -- there's no
other party to this application, never has been any
other party to this application other than Valley View

Gbviously, the Ganming Board is always a party.
But if you decide to grant our relief, you' re not
appeal i ng your own O der

So nobody el se can appeal, we believe and we
have given that opinion to the bankers. W believe that
nobody el se can be successful in appeal. Can they
appeal ? Sure. Anybody can appeal.

One of the things getting into ny cl osing
argunent at this point, Judge Colins, one of the unusual

t hings about this case is that it's unique because
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everybody that you have heard is in favor of this
application. You haven't heard any nay sayer cone
before you and say, don't do this.

CHAl RVAN Di G ACOMD COLINS:  Excuse ne. \Wat
we're going to do is take a quick recess. Then we are
going to hear from Ofice of Enforcenent Counsel, Bureau
of Licensing, and then we'll go to the closings. Al
right?

MR. LAMB: Thank you.

CHAI RVAN Di G ACOMO COLINS:  Just a short
recess.

(Break.)

CHAI RVAN Di G ACOMD COLINS:  Let's conti nue.
Very good. Right now, | would Iike to hear fromthe
O fice of Chief Counsel -- Chief Enforcenent Counsel,
after that the Bureau of Licensing, and then we will
nove to the closings.

Very good. Go on, M. Creany.

MR. CREANY: Comm ssioners, initially, the
Ofice of Enforcement Counsel would like to nove into
evidence the entire Cat 1 application of Valley View
Downs in its present form

In addition, in preparation for today, we had
prepared a sumary of what canme into the Bureau of

Li censi ng.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

77

Initially, we had planned to have Sean Hannah
as our witness to introduce this exhibit. W would |ike
to in addition to nmoving the entire application into the
Board for its consideration, to nove the sunmary as
well. It's just a summary. It's not hearsay but it's a
narrative that gives you a tineline and what was applied
when. | would just like to nove that at this point.

MR. LAMB: First of all, we think the
application is in the record anyhow, but be that as it
may, we have no objection to the sunmary.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

MR CREANY: Next then, we would call our
W t ness, Paul WMauro.

M. Mauro, will you identify for the Comm ssion
the capacity in which you are enpl oyed?

MR MAURO Yes. M nane is Paul Mauro,
Ma-u-r-o. |I'mthe Deputy Director of Investigations.

MR. CREANY: What are your prinmary
responsibilities in that job?

MR MAURQO |I'mresponsible for al
i nvestigations conducted by BIE. That includes the
assi gnnents of the investigations, the nonitoring of the
i nvestigations to ensure that they are bei ng conducted
in accordance with our policies and procedures and al so

to make sure that they are conducted in a tinely
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f ashi on.

MR. CREANY: And how nany years have you been
enpl oyed by the Bureau of Enforcement and
I nvesti gati ons?

MR MAURO |'ve been with the PGCB for two and
a half years.

MR. CREANY: | n your capacity as Deputy
Director, do you have the opportunity to oversee the
Val | ey Vi ew Downs investigation?

MR MAURO  Yes

MR. CREANY: And in that application, can you
briefly describe the efforts that BIE has put into that
suitability investigation?

MR. MAURO Yes. That investigation was
recei ved by BIE on February the 29th of this year. So
we have had that investigation for four and hal f nonths.

W worked diligently on that investigation
The Western Regional Ofice put many, nany man hours
into this investigation to date. They still have sone
work that needs to be conpl et ed.

There have been tines when the entire Western
Regi onal O fice has dropped other duties and focused
solely on this application.

It is inportant to note that we have an

extensive caseload in BIE right now The Wstern
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Regi onal O fice al one has over 300 open cases. So this
i nvestigation does not incur in a vacuum It is just
part of the overall responsibilities.

MR. CREANY: |Is BIE in a position today to be
able to prepare its final suitability report with
respect to Valley View Downs and all of its Principals
and Key Enpl oyees?

MR MAURO BIEis not in that position. A
standard anount of time for these investigations is six
nmont hs. \Wenever | tell anybody that it's six nmonths, |
al ways say, it's six nmonths unless substantial issues
arise, which we may need nore tine than that; but six
nonths is the standard tine that we give our
investigators to do this, to do these investigations.

There's a reason for that time frame. Many of
the things that we do are contingent upon our
rel ati onshi ps with other organizations.

If we request information from another
organi zation, we are at -- we are at their nercy when
they get that information back to us.

W are aware of the public interest issues that
are involved in this case. BIE has, you know, worked
very diligently on this but we are just not in a
position right now that we can bring forth a conplete

i nvestigation.
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MR, CREANY: Where is BIE with respect to the
witing of the suitability report?

MR. MAURO BIE has not -- BIE wote interim
suitability reports in May. They were not conplete
suitability reports. So the final suitability reports
are not witten at this tine.

MR. CREANY: And is it a typical practice for
BIE to do interimreports?

MR MAURO It is not. That is sonething that
we did in this instance because we are aware of the
i ssues that surrounded this application

There was a tinme in May when all other work in
Pittsburgh in effect stopped and we wote interim

suitability reports to put forward what was done to that

poi nt .

Hopeful ly, that would -- our hope was that that
would -- we would be able to, you know, accomobdate and
at | east present what we had done at that tine. |If

peopl e wanted to nmake a deci sion based on that, they
coul d do that.

MR. CREANY: Has BIE at this point ever
recomended or ever prepared a final report based on the
status of an application as you have here in Valley
Vi ew?

From your standpoint right now with the
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has BIE ever cone forward with the final suitability?

MR. MAURO No. BIE conpletes the
i nvestigation and turns those full and conplete
i nvestigations over to the Bureau of Licensing for the
processi ng.

MR. CREANY: | have no further questions.

MR. LAMB: May | ask a couple of questions,
Judge Col i ns?

CHAI RVAN Di G ACOMO COLINS:  Absol utely.

MR. LAMB: M. Mauro, am| pronouncing that
correctly?

MR. MAURO  Yes.

MR LAMB: You furnished to us a list of
Principals where the applications' status date was
listed.

As | look at this list and why don't you | ook
at it with nme and we can nake this part of the record,
if we need to.

There are a nunber of the Principals whose
application was conpl eted i n Decenber of 2007; am|
correct?

MR. MAURO According to that docunent, yes

MR. LAMB: You disagree with this docunent?

mean, you gave it to us.

ir
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MR MAURO | didn't -- | didn't give it to
you.

MR, LAMB: Ckay.

MR MAURO Yes. This is an application status
report run fromone of our databases that indicates
that. It says application status date. Sone of those
dates are prior to the February 29th date | said that
the application was turned over to BIE.

MR. LAMB: COkay. M only point is that there
are a nunber of people who based on this docunent
indicates that their application status date is back in
December of 2007, correct?

MR. MAURQO Correct.

MR. LAMB: COkay. You said you never finished
-- you never submtted a BIE report unless it was
totally conplete; is that right?

MR MAURO Well, our final reports, our
sunmary.

MR. LAMB: COkay. Have you ever been asked in
connection with that to furnish interimreports with
respect to certain individuals where there is a
Condi ti onal License either having been granted or
pendi ng?

MR. MAURO No, other than this instance when

we did the interimreports.
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MR LAMB: And | take it, I'mnot asking you to
identify anybody on this list specifically; but | take
it that some of the investigations on sone of these
people on this list have been conpl eted?

MR MAURO  That would not be correct.

MR. LAMB: None of them have been conpl et ed.

MR MAURO | don't believe that any Applicant
right nowis 100 percent conplete.

MR. LAMB: |If the Board were to say to you,
M. Mauro, can you sign off on Adrian King, could you do
that if you conpleted the report?

MR MAURO If his investigation was conplete
and the report was conpleted, it would be forwarded to
our Bureau of Licensing. That is not the case.

MR LAMB: Does this have to be the full
request ?

MR PITRE: | don't think we can get into --

MR LAMB: Well, ny only point, M. Pitre, is
we have an application here. There are sone 20
Principals listed together with a nunber of corporate
affiliates.

Surely, if the Board were to say to you, give
us the status on three people, you could do that?

MR MAURO It would be --

MR PITRE: |If the Board were to say that to
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us, yes.

MR. LAMB: Ckay. That's ny only point and |
t hank you.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

COMM SSI ONER G NTY: | have a question. Paul,
before you joined BIE, where were you?

MR MAURO Yes. | had a 14-year-law
enforcement career. Part of it was with nunicipal
police departnents and also | was a Special Agent with
the United States Secret Service.

COMWM SSI ONER G NTY: I n your capacity with the
Secret Service, did you conduct investigations?

MR. MAURO  Yes.

COWMWM SSI ONER G NTY:  Thank you.

COW SSI ONER RI VERS: Question, Paul, during
your tenure here with us, have you ever been asked for
interimreports or reports on just a -- | nean, a few of
the partici pants?

MR. MAURC  No.

COW SSI ONER RI'VERS:  Thank you.

CHAI RVAN Di G ACOMO COLINS: M. Mauro, part of
your responsibilities are overseeing this investigation
of this Applicant, correct?

MR. MAURQ Correct.

CHAI RVAN Di G ACOMO COLINS: Al right. And are



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

85

you prepared today to reconmend that the Board consider
the suitability issues -- the issues of suitability
i nvol ving this Applicant?

MR. MAURO | cannot recommrend that because the
i nvestigation is not conplete.

CHAI RVAN Di G ACOMO COLINS: Okay. Thank you.

Anyt hi ng el se?

Ckay. Thank you very nuch

MR CREANY: Commi ssioners, the final wtness
we would like to have is Susan Hensel, Director of
Bureau of Licensing to provide a position statenent.

M5. HENSEL: Thank you, Conmi ssioners. Section
1315 of the Ganming Act relating to Conditional Category
1 licenses states that the Board nay i ssue a Conditiona
Category 1 license after the conpletion of a background
i nvestigation of the Applicant.

In accordance with the Gami ng Act and the
Board's regul ations, Valley View Downs, LP, as part of
its application was required to submt Category 1
applications for its internediaries and hol di ng
conmpani es and mul ti-jurisdictional personal history
di scl osure fornms for those individuals who hold direct
or indirect ownership interest in Valley View Downs, LP
as well as officers and directors of Valley View Downs

LP, and its internmedi ary and hol di ng conpani es.
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As of today, the Bureau of Licensing has not
been notified by the Bureau of I|nvestigations and
Enf orcenment that the background investigations of Valley
Vi ew Downs, LP, its internediaries, holding conpanies,
owners, or other Principals are conplete

To date, the Board has only issued Conditional
Li censes following the recei pt of applications, the
compl eti on of background investigations, the preparation
of suitability reports, and the holding of suitability
heari ngs.

In this case, the Conditional Licensing process
is still in progress. In addition, although not
specifically argued to, Valley View Downs, LP, has asked
the Board to consider issuing it a license using the
alternative licensing standards under Section 1314 of
the Gam ng Act.

Under Section 1314, the Board nmay determ ne
whet her the |icensing standards of another jurisdiction
within the United States or Canada in which the
Applicant, its affiliate, internediary, subsidiary, or
hol di ng conpany for a Category 1 slot machine license is
simlarly licensed are conprehensive and thorough and
provi de sinilar adequate safeguards as those required by
t he Act.

In the event an Applicant is licensed in
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anot her jurisdiction whose standards have been adopted
by the Board, the Board may use an abbreviated |icensing
pr ocess.

The Board has adopted the |icensing standards
of New Jersey, Nevada, and M ssouri as alternative
i censing standards for Category 1 Slot Machine
Appl i cants.

Val | ey View Downs, LP, has asked the Board to
use the licensing standards of Indiana or Col orado.
However, the Board has not to date adopted these as
alternative |licensing standards.

As a result the Bureau of Licensing for these
reasons articulated is not in a position to recomend
either Conditional or Alternative Licensure at this
point in tine.

CHAI RVAN Di G ACOMO COLINS: Anything el se?

MR. CREANY: No, that is all that the Ofice of
Enf or cement Counsel has to offer at this tine.

CHAI RMAN Di G ACOMD COLINS: Let ne -- |I'm
sorry. Go ahead.

COMWM SSI ONER G NTY: | have a question. Cyrus,
in the progress of the investigation, have you caused to
have inquiries made to the State Police and the Attorney
Ceneral's Ofice with respect to any rel evant

i nformation they m ght have?
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MR. PITRE: W have caused inquiries to go to
the State Police, to the Attorney General's Ofice, also
to ot her agencies.

COMM SSI ONER G NTY:  Are those inquiries still
out st andi ng?

MR. PITRE: Yes, they are.

CHAI RVAN Di G ACOMO COLINS: | have a questi on.
| nean, there's been testinony about BIE has not
conpl eted the investigations. What are we tal king about
her e?

Are we tal king about BIE just didn't get to it
or are we tal king about there being issues of
significance that BIE feels needs to be devel oped in
order for BIE to put forward a reasonabl e reconmendati on
here? Wat are we tal ki ng about?

MR MAURO There are substantial issues
invol ved in this application, which have not yet been
rel ated and require nore investigation.

CHAI RVAN Di G ACOMO COLINS:  And are you
satisfied that you, BIE, has devel oped all of the
manpower it has in order to address the energent
situation involving the financing that this Applicant
has presented to us?

MR. MAURO  Yes.

CHAI RVAN Di G ACOMO COLINS: Okay. Thank you.
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COWMM SSI ONER ANGELI: It was a conpletely
different subject. If you want to finish that off,
pl ease do.

MR. LAMB: We woul d have absolutely no
obj ection to Judge Colins or anybody el se querying
M. Mauro or M. Pitre as to any particul ar individual

W bel i eve because a nunber of individuals have
been told -- have been told that their investigation is
conmpl ete. Sonetinmes they have conme back and asked
guestions a second tinme to individuals.

CHAI RMAN Di G ACOMD COLINS:  Well, why don't we
hold of f and you can nake that point in your closing?

COWMM SSI ONER ANGELI: M ot her question was,
there was a reference to it and Ms. Hensel referenced to
it also and | believe in M. King' s testinony.

W tal ked about the license being issued after
the conpl eti on of a background investigation of an
Appl i cant.

| believe, M. Lanb, you said there was a |ist
of people that possibly could have had their background
i nvestigation revi ewed.

MR. LAMB: Correct.

COMM SSI ONER ANGELI: Are you asking here that
just one person on that |ist be given and woul d t hat

person be in control of everything that you are doing
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here regardl ess of their status? I'mkind of a little
bit --

MR KING First of all, I think it's inportant
to note that of the 20 individuals, approximately 14 of
them the only reason why they have applications
submitted and |'mnot criticizing that this is the
Board's regulation is because they are 1 percent or
great er sharehol ders that have absolutely nothing to do
what soever with operating this conpany.

So you are required under your regs to accept
an application and to make sure they are suitabl e but
let me be clear --

COWMM SSI ONER ANGELI: But you wouldn't want to
take one of those and put themin charge of this whole
operation, do you?

MR KING And we are not. | just want to neke
the point that in terms of the scope of this
application, 14 of those 20 are 1 percent or greater
shar ehol ders.

W' re suggesting that one person at this point,
M. Smth, M. Jeff Smth, who is an Executive Vice
Presi dent of the company, Director of Racing and again
| woul d ask perhaps that you query BIE about the status
about his investigation; and if there are no significant

out st andi ng i ssues that he be the person enpowered to be
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responsible to this Board and to be able to carry forth
with this project until the other people, as we have
told you we are confident ultimately make it through the
pr ocess.

MR. LAMB: Inpose that as it a condition. W
don't have a problemwith that. Say, you know, X
investigation is conplete. He is licensed as a Key
Enmpl oyee, and he is in charge. He's in charge. W'Il|
accept that. That's not a problemw th us.

COWM SSI ONER ANGELI:  When it goes to the
financing of the total $900 million package, not the 450
or all of the different bal ances, would that person be
in charge of the negotiations for all of that financing
as it goes forward.

MR WLSON:. That financing is in place for the
funds dedi cated for the Pennsylvania project. So --

MR, RATCLIFF: |If we could turn that noney over
to that individual --

MR WLSON. He would --

COW SSI ONER ANGELI:  The Pennsyl vani a proj ect
or all of the projects?

MR WLSON: For the funds dedicated for the
Pennsyl vani a proj ect.

CHAI RVAN Di G ACOMO COLINS:  Any ot her

guestions?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

92

COMWM SSI ONER G NTY: M. King, you're not
suggesting that the other officers of the corporation
that you nentioned earlier are not Key Enployees, are
you?

MR. KING Absolutely not, no.

CHAI RVAN Di G ACOMO COLINS: Al right. Let's
get to your final statements then, the Petitioner and
then Ofice of Chief Enforcement Counsel. Thank you.

MR. LAMB: M. King has a few comments and then
["1Il wap it up.

MR KING This is an extrenely unusua
petition. W would not be making it but for the fact
that we find ourselves in the very uni que and unusua
situation.

If we had not had this financing in place, if
we have had as you have seen ot her Applicants cone
before you a highly confident letter or sone type of
contingent financing such as that, we would be sitting
here waiting patiently for BIE to conplete their
i nvestigation.

But we are in, again, a very unusual tine, A
where we happen to have financing in place and B, the
credit markets worl dwi de are nelting down.

If we default and if this funding goes away,

there is a very significant and real possibility that
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this project fails, does not go forward, the jobs are
not created, and the econom c devel opnent does not cone
to this state.

I know the Board is well aware of the intent of
the Act. Under Section 1102, it certainly tal ks about
uphol ding the integrity of the gaming industry and that
being the first and forenost intent.

But it is very clear that it tal ks about what
this Act is about and it is about benefitting the horse
raci ng industry, creating jobs, economnm c devel opnent,
tourism all of those benefits.

And so, we are trying to conme before the Board
with a very unique but, we believe, thoughtful suggested
course to achieve two objectives; to allow BIE to
continue to performits investigation and to conplete
that investigation and to ensure that gam ng, and the
integrity of gaming is upheld. W don't dispute that.

But at the sanme tinme, we're trying to neet the
letter of the law with respect to our credit facility,
what is in that contract. W believe we have provided
you with an ability to do that.

It is within your discretion, if you conbi ne
the definition of Applicant under Section 1103, if you
| ook at Section 1315, we believe that the solution that

we're putting forth is something that you can adopt,



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

94

that you have the discretion to do that.

You have protections in place. If we are to
proceed under this fashion with Valley View Downs, LP
having a Conditional License with M. Smth being
conditionally licensed and all owi ng everybody to conme on
board once the investigation is conplete, what that
allows you to do is if any issues are raised, we can be
told we have to disassociate with a person, divest of an
entirety, or quite frankly, that we would have to divest
ourselves of the entirety of the project.

I would ask you to consider conditions that you
could put in place. W, in our brief, tal ked about New
Jersey as a nodel. We tal ked about the Col unbi a Sussex
transition, about an acquisition of an ongoing entity.
There, they put a trustee in place.

Now, that's cunbersone. WMaybe that is another
solution that can be considered as the Board tries to
fashion a sol ution.

| submit to you that sinply saying that this is
out of the norm we can't do this. It's not -- it's not
an option because we al so have the duty and the
responsibility to ensure econonic devel oprnent, job
creation.

Again, | remnd you, this is not an unknown

group of people to the ganming industry. | appreciate
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that BIE nmay have questions that they have to run down;
but again, these people are licensed in other gam ng
jurisdictions currently and in the past.

We respectfully may take sonme difference with
M. Leppler in terns of whether that -- the harness
racing license can sinply be taken back.

W respectfully believe that if we are put into
default, unfortunately, we feel that harness raci ng my
be tied up in an reorgani zational proceeding in years to
come. That's not a great result for anyone either.

That is effectively what we are arguing.

Justice Lanb?

MR. LAMB: You see peopl e wal ki ng around with
whit e badges on. Those badges say Valley View Downs and
Casino. Those are fol ks who appear before you
respectfully to support this application, unlike sone
ot her applications that you have seen in the past.

Commi ssi oner Coy and | think Commi ssioner
Rivers and | know Conmi ssi oner McCabe have seen those
hearings. This has not been such a hearing. You have
peopl e who are unani nously supporting this application.

I would urge you to do two things, renmenber
that this is not adversarial fromour standpoint. W
are the partner of the Conmonwealth of Pennsyl vani a.

When we think about the anmount of noney that goes to



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

96

generate tax revenue in addition to jobs, etc., etc.

Secondly, the step that we ask you to take,
while it may be highly unusual, we shouldn't put
procedure over substance. It is risk free to you. You
mai ntain nore control doing it the way we suggest than
otherwi se sinply granting a |license.

So let me end where | began, please issue this
Condi tional License. Thank you.

MR KING Madam Chai rwoman, we want to nove
one other conpendiumin. |t contains sone additiona
newspaper articles on the status of the credit markets
and also letters of support that have been referenced.

I would also just end with letting you know
that if you were to rule in our favor on this petition,
we woul d be available to further discuss suitability, if
that was something that you were so inclined to do

CHAI RVAN Di G ACOMO COLINS:  Thank you.

MR. LAMB: Wth that, we thank you

MR. CREANY: No objection to the exhibits they
referenced.

CHAI RVAN Di G ACOMO COLINS: They are accepted

MR. CREANY: The facts that we have gone
t hrough and we have heard a | ot about it today, the
credit market is a reality that everybody is facing.

It's unfortunate that this Board doesn't have the
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ability to change that. That's what we are faced wth.

The Bureau of Licensing and the Bureau of
I nvestigati ons and Enforcenent have worked expeditiously
and in earnest to do the review and investigation
necessary for the Valley View Downs application to be
conpl et ed.

It's been an extraordinary effort. Yet, we're
still not there. W're close to it, but we're still not
finished. There's been a substantial anmount of work.

The investigation needs to run its course in
order for us to be in a position to nake a
reconmendation to the Board relative to the background.

Now, there were sonme -- with respect to the
law, we don't believe that this is appropriate for an
alternative licensing under Section 1314 because the
Board nust first nmake its determ nation that the other
jurisdictions have a process that is simlarly, you
know, conprehensive and thorough and that determni nation
has not been nade.

Further, that the Board nust nmake a
determnation that there is the sane type of informtion
-- I"'msorry. That the Board nmust determne that in
order to use that alternative process, that information
be determined by the Board which is necessary for it to

consi der the overall application.
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This isn't a licensee that is before the Board
today. This is a new Applicant and its very different
than the Tropicana situation in New Jersey. | think
it's different fromall of those other references that
were in the Menorandum of Understandi ng.

But when you get into the Section 1315
Condi tional, one of the things that stands out in
1315(a) under issuance, it does allow for a
condi ti onabl e under a Cat 1 but it goes on in the second
sentence to say that the license may be issued after the
conmpl etion of a background investigation of the
Applicant and each Key Enpl oyee prior to the ful
conpliance by the Applicant.

Until today, we had not heard anythi ng about
Jeff Smith other than he was a Key Enpl oyee and his
i nvestigation had been undertaken by BIE.

At this point, we're still not sure what his
role is and what |evel of authority he has to act on
behal f of the Applicant; but at this point, we believe
that it takes nore than just one individual to exercise
the authority under Section 1315.

W all want the industry and the Valley View
Downs project to succeed; but we are constrained; that
is, the Ofice of Enforcenment Counsel and the Bureau of

I nvestigati ons and Enforcenent.
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W' re constrained by the Act, and we need to
make a reconmendati on that the Board deny the petition
for alternative or Conditional Licensing and that at
this point we know of no other Applicant who has ever
had a licensing considered -- or Conditional License
approval based on an interimreport.

W do not believe it would be in the best
interest of the Commonweal th for the Board to issue a
i cense on this basis.

CHAI RVAN Di G ACOMO COLINS: Al right. Very
good. Wat we're going to do is consider the notion at

alater tinme today. We're going to hear fromPI TG

Gam ng.

W' re going to adjourn in order to engage in
sonme deliberations. Then we'll open our public neeting.
Then we'll entertain a notion during the course of the

public neeting.

MR LAMB: And I'lIl give to the court reporter
the exhibits.

CHAI RVAN Di G ACOMO COLINS:  If you would do
that, that woul d be very good.

(The hearing concluded at 1:50 p.m)
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