Pinnacle parts ways with Atlantic City plans
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Plans for a $1.5 billion Atlantic City casino halted more than a year ago and have been permanently killed by Pinnacle Entertainment Inc. Last week, the Las Vegas company announced plans to leave the Atlantic City gaming market and sell off the property acquired for its now-canceled venue.

Pinnacle’s exit on Friday is the latest bit of scorched earth on Atlantic City’s bleak gaming landscape. 

Cory Morowitz, chairman of gaming consultancy Morowitz Gaming Advisors LLC, in Galloway, said Atlantic City remains a viable market for the casino industry. “You have to look at Pinnacle’s decision as specific to Pinnacle,” he said. 

Morowitz said it seems Pinnacle is weighing all of its projects in the context of the current economy. 

“They don’t really have the resources to commit to this market,” he said. “This market is more of a long-term opportunity.” 

Morowitz said while the site Pinnacle put together offers opportunity, market conditions must change for the property to be truly leveraged. “It doesn’t mean this is not a viable opportunity,” he said. “But for a company their size, and the amount of resources they would have to put into this, it probably doesn’t make sense.”

Competition may be rising from other markets, but Morowitz said the critical mass of gaming in Atlantic City helps keep it a viable market. While rivals in Pennsylvania and other nearby markets may have a short-term effect on Atlantic City, the boardwalk casinos have a draw that cannot be replicated. “It has assets none of these other gaming markets can count on, including our beach and extremely low tax rate relative to the other competitive markets,” he said.

Pinnacle said it owns some 19 acres in Atlantic City. The company pulled the plug on developing the property, citing the decline of Atlantic City’s gaming market in the face of competition from Pennsylvania casinos. Pinnacle said the area’s withering commercial real estate values also influenced its decision.

Pinnacle said it chose to indefinitely halt development in late 2008 on the Atlantic City property, with demolition work on the build site completed that December. Regardless of the halt, the company said it still incurred pre-opening costs to the tune of $12.1 million in 2009 and $17.3 million in 2008 related to the Atlantic City property.

Formerly home to the Sands Hotel & Casino, as well as adjoining plots, Pinnacle acquired the site in 2006. Pinnacle imploded the Sands in 2007, but in 2008 raised doubts of ever completing the new casino.
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