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RE: S.B. 1569, S.D. 1; RELATING TO SPORTS WAGERING.

Chairs Dela Cruz and Keohokaloe, Vice-Chairs Moriwaki and Fukunaga and members of
the Senate Committees on Ways and Means and Commerce and Consumer Protection, the
Department of the Prosecuting Attorney of the City and County of Honolulu ( “ Depar t ment 7 )
submits the following testimony in strong opposition of S.B. 1569, S.D. 1.

The purpose of S.B. 1569, S.D. 1 is to legalize sports wagering and have it regulated
under the oversight of the Department of Commerce and Consumer Affairs. It establishes a ten
percent tax on the adjusted gross sports wagering receipts. Given the serious public safety and
wellness issues that inevitably accompany legalized gambling, the Department is strongly
opposed to any legislative changes—such as this one—that would open the door to legalizing
gambling in Hawai'i.

Currently, Hawai‘i ' s gambl i ng | aws i mclfwde “"@dosulast an
gambl i ng” ( sl23g Haai &dvisedStatutds)wdich allow, for example, a typical
“poker night” or Super Bowl “betting pool” at
conducted in this manner gnoyecslqgably by lHawaw @sglents, i n g ”

and the Department has no problems with such activity. Once gambling starts to involve large-

scale operations, business corporations or other money-making entities, however, the

Department is extremely concerned about the known risks and societal costs associated with

|l egali zed gambling. OQur |l aws currently 11 st
crime” and “racketeering” for good reason.



In a study conducted by Brett Hollenbeck, Poet Larsen, and Davide Proserpio?,
researchers examined the effects that legalized sports gambling had on communities after laws
were enacted to allow sports wagering. Thi s
gambling is harming consumer financial health by increasing their level of debt.” This study
found that there was a 25-30% increase in likelihood of bankruptcy filings. The ease of access
that S.B. 1569 offers will contribute to an exacerbation of gambling-related financial harm
because citizens will be able to place bets "anytime and anywhere". This is in addition to an
increase in auto loan delinquency, credit card delinquency, and collections. This is not a policy
we want to promote when Hawai'i citizens already live in a place that has one of the highest cost
of living.

A recent study conducted by the Rady Schoo
leads to more irresponsible gambling spending among lower-income consumres than among
higher-income gamblers."? This study also found that,

"Of the more than 700,000 gamblers that we studied, 96% percent appeared to lose

money to online gambling,” Wi lIbur said. “O
That is by design. Online gambling platfor
accounts. Thereisnorightt o g a’mb | e . ”

In addition to financial issues, legalized sports wagering increases intimate partner
violence ("I PV"). Kyut ar o Mat whanzpartsgambéingd E mi |
is legalized, the effect of NFL home team upset losses on IPV increases by around 10 percentage
points."* Additionally, their study found that the effect is larger in states where there is mobile
betting.

With so many issues facing our state, such has lack of affordable housing, homelessness,
drug and alcohol addiction, we should be focused on addressing these real issues that impact our
residents instead of bringing in legalized sports wagering and gambling that will exacerbate the
problems already facing our community. Is the increase in tax revenue worth the negative
impacts on the lives of Hawai‘i residents?

For all of the foregoing reasons, the Department of the Prosecuting Attorney of the City
and County of Honolulu strongly opposes the passage of S.B. 1569, S.D. 1. Thank you for the
opportunity to testify on this matter.

1 The Financial Consequences of Legalized Sports Gambling; July 2024; https://bretthollenbeck.com/wp-
content/uploads/2024/07/hollenbeck sports gambling.pdf

2 Legalized Gambling Increases Irresponsible Betting Behavior, Especially Among Low-Income
Populations; UC San Diego Today; July 23, 2024; https://today.ucsd.edu/story/legalized-gambling-
increases-irresponsible-betting-behavior-especially-among-low-income-populations

3 See above.

4 Sports Betting Legalization Amplifies Emotional Cues & Intimate Partner Violence; Kyutaro Matsuzawa
and Emily Arnesen; August 2024; https://papers.ssrn.com/sol3/papers.cfm?abstract id=4938642
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RELATING TO SPORTS WAGERING

The Department of Budget and Finance (B&F) offers comments on this bill.

Senate Bill (S.B.) No. 1569, S.D. 1, adds a new chapter to the HRS to: 1) allow
for lawful sports wagering under the regulation of the Department of Business,
Economic Development and Tourism (DBEDT); 2) require DBEDT to issue licenses to
sports wagering operators and suppliers; 3) require DBEDT to establish a voluntary
exclusion program; and 4) establish the Problem Gambling Prevention and Treatment
Special Fund (PGPTSF), which is to be administered by the Department of Health
(DOH) for the purposes of treating and supporting gambling disorders. The bill also
amends Section 237-13, HRS, to establish a 10% tax on gross sports wagering receipts
for both licensed operators and suppliers; and amends Section 712-1220, HRS, to
exclude sports wagering and fantasy sports contests from the definitions of “contest of
chance” and “gambling” as pertaining to gambling offenses.

As a matter of general policy, B&F does not support the creation of any special

fund, which does not meet the requirements of Section 37-52.3, HRS. Special funds
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should: 1) serve a need as demonstrated by the purpose, scope of work, and an
explanation why the program cannot be implemented successfully under the general
fund appropriation process; 2) reflect a clear nexus between the benefits sought and
charges made upon the users or beneficiaries or a clear link between the program and
the sources of revenue; 3) provide an appropriate means of financing for the program or
activity; and 4) demonstrate the capacity to be financially self-sustaining. Regarding
S.B. No. 1569, S.D. 1, it is difficult to determine whether the proposed PGPTSF would
be self-sustaining.

B&F defers to the Department of Taxation on the tax revenue projections of this
bill and notes other State “sin” taxes are designed to generate sufficient general fund
revenue to offset the State’s overall administrative costs to regulate harmful products
and services. For reference, cigarette and liquor tax collections were respectively
$84,200,000 and $51,600,000 for FY 24. Therefore, B&F recommends that the
proposed sports wagering tax be set at a parity to, if not higher than, other “sin” taxes,
with the portion of revenues deposited to the general fund at a sufficient level needed to
support the intents of this bill in a self-sustaining manner. As currently written, it is
unclear if the current proposed tax rate would generate sufficient revenues to regulate
the sports wagering industry in Hawai'i.

Finally, B&F notes this bill appropriates general funds for DBEDT for infusion into
the PGPTSF when the expending agency should be DOH and does not appropriate any
expenditure ceiling for DOH for the proposed PGPTSF.

Thank you for your consideration of our comments.
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(For more information, contact David L. Williams,
Deputy Attorney General, at 586-1170)

Chairs Keohokalole and Dela Cruz and Members of the Committees:

The Department of the Attorney General (Department) opposes this bill.

This bill legalizes and regulates sports wagering by adding a new chapter to the
Hawaii Revised Statutes (HRS) that allows for the regulation of sports wagering by the
Department of Business, Economic Development, and Tourism. It establishes licensing
requirements for sports wagering operators and sports wagering suppliers. It excludes
sports wagering and fantasy sports from current gambling laws by providing that sports
wagering and fantasy sports contests shall not be considered games of chance or
gambling. It levies a ten percent tax on the adjusted gross sports wagering receipts.

The Department opposes this bill because it may lead to the well-studied public
health and safety issues that come with legalized gambling. This bill allows for licensed
and regulated sports wagering gambling operations, but provides only limited regulation
and minimal punishment for those who engage in unlicensed sports wagering activity.
The only prohibition is for conducting unlicensed sports wagering by operators and
suppliers who are required to have licenses. Anyone else could participate in
unlicensed sports wagering activity without consequences. The bill also allows for
completely unregulated and unlicensed gambling in the fantasy sports context.

Studies have shown that legalized online sports betting results in adverse
societal impacts, high costs to address those adverse impacts, and increased crime.
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For example, a study issued in June 2024 compared changes in household spending
between states that prohibit online sports betting and states that legalized online sports
betting between 2018 and 2023. Based on the data, "[t]he legalization of [online] sports
betting . . . increases credit card balances, reduces available credit . . . and decreases
net investments in financial markets. These effects are particularly pronounced among
financially constrained households."! Rather than redirecting household spending from
other forms of entertainment—which would be a neutral or even positive use of funds—
people overwhelmingly redirected funds that used to be spent on more stable, long-term
investments, like retirement accounts.?

Consistent with these findings, a separate study issued in July 2024 analyzed
credit bureau data to assess the effects of legalized sports betting on credit scores,
debt, bankruptcy, and delinquency, and found a "substantial increase in bankruptcy
rates, debt sent to collections, use of debt consolidation loans, and auto loan
delinquencies . . . noting that these results are substantially stronger for states that
allow online sports gambling . . . ."3 Specifically, data showed that "online access
significantly increases the likelihood of bankruptcy filing . . . by as much as 25-30%
when compared to pre-treatment [i.e., before legalization] levels."* Percentage-wise,
these impacts of online sports betting were generally consistent among all ages,
genders, and income levels, with young men (i.e., below age forty-five) from low-income
areas being slightly more impacted by "higher rates of bankruptcy, more usage of
consolidation and secured loans, more credit card delinquencies . . . [and] credit card
limits decrease[d] the most."®

" R. Baker, Scott and Balthrop, Justin and Johnson, Mark J. and Kotter, Jason D. and Pisciotta, Kevin,
"Gambling Away Stability: Sports Betting's Impact on Vulnerable Households" (June 30, 2024), at p.30.
Available online at: https://papers.ssrn.com/sol3/papers.cfim?abstract id=4881086. Last accessed
February 21, 2025.

2 Walsh, Dylan. "Online Sports Betting Is Draining Household Savings" (December 1, 2024). Available
online at https://insight.kellogg.northwestern.edu/article/online-sports-betting-is-draining-household-
savings#!. Last accessed February 21, 2025.

3 Hollenbeck, Brett and Larsen, Poet and Proserpio, Davide, "The Financial Consequences of Legalized
Sports Gambling" (July 23, 2024). Available online at:
https://papers.ssrn.com/sol3/papers.cfm?abstract id=4903302. Last accessed February 21, 2025.
41d., at 12.

51d., pp. 27-28.
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In addition to the direct impacts of online sports betting on household finances,
multiple studies have shown a correlation between problem gambling and domestic
violence, with approximately 38.1 percent of problem gamblers reportedly being victims
of intimate partner violence, and 36.5 percent reportedly being perpetrators of intimate
partner violence.® A study issued in August 2024 found that "legalizing sports gambling
increases the effect of upset loss [i.e., an unexpected loss by a favored team] on IPVs
[i.e., incidents of intimate partner violence] by 4.1 to 6.31 percentage points" and
overall, "when sports betting is legal, IPVs increase by 8.5 to 9.6%.""

There is also a concern about youth and legalized gambling. For instance, one
study notes that children who see parents, siblings, and other members of their
household gamble are more likely to engage in gambling and other risky behaviors
themselves.? And yet another study finds that the earlier children are exposed to
gambling through online games and other avenues, the more severe their gambling
problems are likely to be later on.®

Hawaii's gambling laws currently provide an exception for "social gambling" (see
section 712-1231, HRS), that allows, for example, a typical "poker night" or Super Bowl
"betting pool" at a friend or family member's home. If conducted in this manner, "sports
wagering" can already be enjoyed legally by Hawaii residents and the Department has
no concerns about such activity. The Department is concerned, however, that once
legalized gambling starts to involve large-scale operations, business corporations, or

other money-making enterprises, the known risks and societal costs associated with

6 Dowling N, Suomi A, Jackson A, Lavis T, Patford J, Cockman S, Thomas S, Bellringer M, Koziol-Mclain
J, Battersby M, Harvey P, Abbott M. "Problem Gambling and Intimate Partner Violence: A Systematic
Review and Meta-Analysis." Trauma Violence Abuse. Available online at:
https://pubmed.ncbi.nlm.nih.gov/25477014/. Last accessed February 21, 2025.

7 Matsuzawa, Kyutaro and Arnesen, Emily, "Sports Betting Legalization Amplifies Emotional Cues &
Intimate Partner Violence" (August 27, 2024), p. 13. Available online at:
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4938642

8 Nower, Lia, "The Intergenerational Transmission of Gambling and Other Addictive Behaviors:
Implications of the Mediating Effects of Cross-Addiction Frequency and Problems." Available online at:
https://www.sciencedirect.com/science/article/pii/S030646032200226X?via%3Dihub.

9 Rahman, Ardeshir R., "The Relationship Between Age of Gambling Onset and Adolescent Problematic
Gambling Severity." Available online at:
https://www.sciencedirect.com/science/article/abs/pii/S0022395612000623?via%3Dihub
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legalized gambling will become real problems for the people of Hawaii on a much larger
scale.

Additionally, the Department is concerned that section 1, page 1, line 1, to page
26, line 16, adds a new chapter to the HRS by proposing fairly extensive specifications
regarding the licensing and regulation of sports wagering. However, nowhere in section
1 is "fantasy sports" included in the licensing and regulation provisions similar to sports
wagering. Moreover, while "fantasy sports contest" is defined on page 2, line 8, to page
3, line 4, the proposed definition of "sports wagering" (on page 4, line 11, to page 5, line
2) explicitly notes (on page 5, lines 1-2) that "sports wagering" does not include "fantasy
sports contests." Also, in section 1, page 25, line 12, to page 26, line 12, a new
penalty section is proposed for unlicensed sports wagering, with no mention of
unlicensed "fantasy sports contests."

Moreover, section 2, beginning at page 26, line 17, proposes to amend section
237-13, HRS, Imposition of tax, by adding a tax on sports wagering in new paragraph
(9) at page 43, lines 8-16, where again, there is no mention of "fantasy sports contests."

And finally, section 3 proposes to amend section 712-1220, HRS, by changing
the definition of "Contest of chance" by excluding sports wagering and "fantasy sports
contests" (page 44, lines 16-18) and by changing the definition of "Gambling" by
excluding sports wagering and "fantasy sports" (page 44, line 19, to page 45, line 19).

The Department is concerned that by removing fantasy sports contests from the
definition of "gambling" (section 3, page 45, line 19), the bill decriminalizes fantasy
sports contest activity altogether, in essence carving out an activity that can be done
with no licensing, no regulation, and no taxing. Disconcertingly, there is also no penalty
section provided similar to that proposed for unlicensed sports wagering (section 1,
page 25, line 12, to page 26, line 12) for unlicensed fantasy sports contests, leaving
fantasy sports contests open to not only unlicensed and unregulated activity, but also
providing no penalty provisions for unlicensed and unregulated fantasy sports contest
activity.

For the foregoing reasons, the Department respectfully opposes this bill and
requests that it be deferred.
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TELEPHONE: 808-586-1400 FAX: 808-586-1412
EMAIL: oip@hawaii.gov

To: Senate Committees on Commerce and Consumer Protection and
on Ways and Means

From: Carlotta Amerino, Director

Date: February 26, 2025, 10:00 a.m.
State Capitol, Conference Room 211

Re: Testimony on S.B. No. 1569, S.D. 1
Relating to Sports Wagering

Thank you for the opportunity to submit testimony on this bill, which would
legalize sports wagering as authorized by the Department of Business, Economic
Development, and Tourism (DBEDT). The Office of Information Practices (OIP)
takes no position on the substance of this bill, but has concerns about the
overly broad confidentiality provision in subsection __-3(e) on bill page 11,
lines 5-12.
Proposed subsection_ -3 ( e) woul d require DBEDT to kee
information, records, interviews, reports, statements, memoranda, or other data
supplied to or used by the department in the course of its review or investigation of
an applicantfora sports wagering operator | icense” ar

proprietary information, confidential commercial information, or confidential

financi al information pertaining to any appl:
vague collection of informationk e epi ng confidential “all i nforl
the course of DBEDT’'s review or investigation

require keeping confidenti al i mameandnaldrésg n s uch
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the applicant’ eorporate structure or ownership,or t he a pyviducralatdd’ s

licenses, all of which are of public interest, and none of which are obviously
sensitive information which should be kept confidential. Additionally, a business
mi ght consider any information not sent
Therefore, subsection __-(3)(e) is overly broad and should be narrowed and clarified.
The Uniform Information Practices Act (Modified) (UIPA), chapter 92F, Hawaii
Revised Statutes (HRS), provides a suitable standard since its exception to public
disclosure for information whose disclosure would frustrate a legitimate
government function applies to confidential commercial and financial information,
as analyzed in numerous OIP opinions, as well as to trade secrets. OIP therefore
respectfully recommends amending subsection _ -(3)(e) (at page 11 lines 5 to
12) to instead require DBEDT to keep information about applicants and licensees
confidential only to the extent it would not be publicly disclosable under the UIPA,
as follows:

The department shall keep confidential information, records,

Interviews, reports, statements, memoranda, or other data supplied to

or used by the department in the course of its review or investigation of

an applicant for a sports wagering operator license confidential to the

extent such information falls within an exception to public disclosure

under chapter 92F. The department shall also keep confidential

information pertaining to any applicant or licensee to the extent such

information falls within an exception to public disclosure under

chapter 92F.

Thank youforc onsi dering Ol P’ s testimony

out
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February 26, 2025

The Honorable Donovan M. Dela Cruz, Chair
and Members

Committee on Ways
and Means

The Honorable Jarrett Keohokalole, Chair
and Members

State Senate

415 South Beretania Street, Room 211

Honolulu, Hawai‘i 96813

Dear Chairs Dela Cruz and Keohokalole and Members:
SUBJECT: Senate Bill No. 1569, S.D. 1, Relating to Sports Wagering

| am Raynor M. lkehara, Major of the Narcotics/Vice Division of the Honolulu Police
Department (HPD), City and County of Honolulu.

The HPD opposes Senate Bill No. 1569, S.D. 1, Relating to Sports Wagering.

The HPD opposes legislation that aims to legalize sports wagering by not considering it
gambling. Numerous studies have confirmed that gambling, including sports wagering, causes
problems such as bankruptcy, theft, embezzlement, suicide, child abuse and neglect, divorce,
incarceration, and homelessness. Studies have also demonstrated that gambling schemes are
essentially regressive taxes on low-income people, those who can least afford to participate.
The financial burden associated with these problems will far outweigh any benefit realized in the
name of community betterment.

The HPD urges you to oppose Senate Bill No. 1569, S.D. 1, Relating to Sports
Wagering.

Thank you for the opportunity to testify.

APPROVED: Sincerely,

Arthur J.n ° b"r Raynor M. lkehara, Major
Chief of Police Narcotics/Vice Division

Serving With Integrity, Respect, Fairness, and the Aloha Spirit
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Senator Jarrett Keohokalole, Chair
Senator Carol Fukunaga, Vice Chair
Committee on Commerce and Consumer Protection

Senator Donovan Dela Cruz, Chair
Senator Sharon Moriwaki, Vice Chair
Committee on Ways and Means

Wednesday, February 26, 2025 — 10:00 a.m.
Conference Room 211 & Videoconference

RE: SB 1569 SD1 - Relating to Sports Wagering — In Opposition

Aloha Chairs Keohokalole and Dela Cruz, Vice Chairs Fukunaga and Moriwaki and Members of
the Committees:

Boyd Gaming appreciates the opportunity to provide written testimony in opposition to
SB 1569 SD1, which would allow for the regulation of sports wagering by the Department of
Business, Economic Development, and Tourism.

Founded in 1975, Boyd Gaming is now a nationwide gaming company operating 28
casinos in 11 states, and has a presence in 19 distinct markets including our online presence in
online gaming and sports wagering. Our perspective that we are sharing with you today has been
shaped by 50 years of experience in the gaming industry, operating in all facets of gaming
including brick-and-mortar casinos, sports wagering, online real money and social gaming,
among others.

Our Company has strong ties to Hawai’i, as the state and its residents were a critical
component of Boyd’s foundational beginnings and continue to be an important part of the
Company’s success today. Boyd Gaming also owns and operates Vacations Hawaii, which has
served over 1.5 million Hawai’i residents with convenient and affordable direct flights to Las
Vegas since 1996. Vacations Hawaii is proud to be an established part of Hawai’i’s local
history, community and economy with employees based in both Hawai’i and in Las Vegas.

While sports wagering is an important component of an overall gaming policy framework,
taken alone it is not a significant source of tax revenue and creates few jobs. Many other states in
comparable sized markets to Hawai’i that have passed isolated sports wagering legislation have
been disappointed in the outcome—tax revenues from online sports wagering are often less than
anticipated, and the revenues are usually not sufficient to fund or sustain regulatory and
enforcement oversight and a responsible gaming infrastructure, crucial components of any gaming
framework.



With no underlying public policy objective, Boyd Gaming believes that SB 1569 SD1 is
too limited, restrictive and premature. The State would be better suited toward public policy that
can serve as a catalyst of economic activity, employment, investment, and tax revenue, tailored to
Hawai’i’s specific needs and accounting for its unique culture and distinct tourism infrastructure.

We prefer SB 891 SD2 which establishes a Tourism and Gaming Working Group to
develop a comprehensive gaming framework. Boyd Gaming has submitted testimony and
recommends including members of law enforcement, a responsible gaming expert, and other
relevant parties with experience and expertise.

Boyd Gaming respectfully requests that the Committees defer this measure because of the
reasons stated above. Thank you for the opportunity to submit testimony on this measure.
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February 26, 2025
SB1569 - OPPOSE Sports Wagering
Aloha Senators:
HI Good Neighbor strongly opposes SB1569, the legalization of sports wagering.

Whether legal or illegal, whether you call is sports wagering or gambling, how can we even
consider profiting o  of people’s misfortunes and addictions?

At a time when our residents are living paycheck to paycheck, why legalize a highly addictive
activity that will tear down families instead of build them up? We should not make it easier for
families to enter into the cycle of poverty, or remain there. All evidence shows that gambling is a
loser's game. The only winners in gambling are predatory businesses, while families and
communities bear the social and economic consequences of the broke and broken.

Please read the abundance of available information by those who are not profiting from this
insidious industry.

Stop Predatory Gambling - nonprofit organization

The Predatory Gambling Industry Is Misleading Voters: "Gambling companies are convincing
states to legalize sports betting with promises of tax-revenue windfalls. The benefits are often

less than promised--and they come at a severe human cost."

Addictive, Exploitive, Manipulative': Les Bernal Breaks Down Predatory Gambling Ahead of
Super Bowl: "It's the only business in the world where the business owner or the business
operator is trying to hurt you."

Is Gambling More Addictive Than Drugs?: "A gambling addict is five times more likely to die via
suicide than an alcoholic or a drug addict."

Please put our people over profits and vote NO on SB1569.
Mahalo,

Christine Otto Zaa, HI Good Neighbor

PO Box 12265 ¢ Honolulu, HI 96828 ¢ higoodneighbor@gmail.com


https://www.stoppredatorygambling.org/
https://jacobin.com/2024/10/sports-betting-legalization-gambling-campaign
https://dailycitizen.focusonthefamily.com/les-bernal-predatory-gambling-super-bowl/
https://dailycitizen.focusonthefamily.com/les-bernal-predatory-gambling-super-bowl/
https://bircheshealth.com/resources/is-gambling-more-addictive-than-drugs

U PREDATORY THE CAMPAIGN FOR T
2l STOP GAMBLING* GAM BK!;sIaEmGor: ﬁﬁEEthan mong.
Reveal The Truth Behind Gambling Operators

Testimony of Les Bernal, National Director of Stop Predatory Gambling,
Opposing SB1569: A Bill Authorizing Online Gambling in Hawaii

Joint Hearing of Hawaii Senate Commerce & Consumer Protection Committee and
Hawaii Senate Ways & Means Committee
February 26, 2025

Dear Chair Keohokalole, Chair Dela Cruz, and Committee Members:

I am testifying on behalf of our Hawaii members of Stop Predatory Gambling, a national
nonprofit organization with members in all 50 states whose mission is to reveal the truth
behind commercialized gambling to advocate for those who have suffered harm, to prevent
more victims, and to champion policy reforms that stop predatory gambling.

We are writing in strong opposition to SB1569 that would allow online gambling in the
state and urge you to vote NO.

There is no citizens grassroots movement for online gambling in Hawaii or in any other
state. The lobbying effort in Hawaii is being driven by the greed of powerful, out-of-state
financial interests who stand to reap hundreds of millions of dollars in profits at the

expense of your constituents.
Our testimony will make clear what predatory gambling is and is not, as well as present
several important and urgent facts why SB1569 merits to be rejected.
What is NOT “Predatory Gambling”?
Predatory gambling is NOT the Friday night poker game with friends. Or the March

Madness Bracket. Or buying a square in the Super Bowl office pool. Or the bingo night at a
local Catholic church. Or a wager on the golf course with the guys from work.
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These informal events are examples of social gambling. There is no “house” skimming a
large profit, guaranteeing the participant will inevitably lose over the long-term. No one is
wagering continuously at rapid speeds of every five seconds, hour after hour. Very few
people feel an intense “buzz” or high from the experience. There’s no aggressive and
deceptive marketing to get people to gamble more often with bigger sums of money. No
one is lending or borrowing cash to participate or ends up losing their entire pay check. It
doesn’t go on 24 hours day, every day of the week, year round. And it doesn’t require the
majority of Americans who rarely gamble to subsidize it with any of their own money.

When gambling lobbyists push claims of “illegal gambling,” they include these forms of

social gambling which are the most common.

What IS “Predatory Gambling?”

Predatory gambling is when state governments partner with powerful corporate gambling

interests to use commercialized gambling - gambling being run as a business - to exploit

citizens and their communities. Unlike any other business, in commercialized gambling
there is a predatory and adversarial relationship between the gambling operator and its
customer, the gambler. They are trying to take you down.

Online gambling operators, their partners in government, and gambling industry lobbyists
like to call it “regulated gaming.” But for the rest of us, the only term that accurately
describes it is predatory gambling.

No form of commercialized gambling is more predatory and dangerous than online
gambling which SB1569 would permit if passed. The reason is because it offers unlimited
access and action to hardcore forms of gambling. It's the equivalent of opening a Las
Vegas-style casino in every bedroom, dorm room, office, smart phone, and computer with
internet access across Hawaii, 24 hours a day. At the same time, the online gambling
operator uses the latest data tracking and marketing technologies to induce citizens to
gamble relentlessly with tactics such as “free gambling wagers” and a barrage of text
messages offering “bonus bets.”



Why Is Predatory Gambling Called "The Big Con" and How Is It
Different Than Every Other Business, Including Other Vices Like

Alcohol and Tobacco?

What separates commercialized gambling from every other business, including other vices
like alcohol and tobacco, is it’s a big con game. It’s a form of consumer financial fraud in

the family of price-gouging and false advertising.

If you pay for a pizza, a ticket to a sporting event, or a glass of wine, that's what you receive
in return. It's a one-for-one exchange. In commercialized gambling, what you receive is a
financial exchange offering the lure that you might win money. But this financial exchange
is mathematically stacked against you so inevitably you will lose your money in the end,
especially if you keep gambling. Citizens are conned into thinking they can win money on
games that are designed to get them fleeced in the end. Success only comes at someone
else’s expense. That’'s what the phrase “the House always wins” really means.

This con is the reason why commercialized gambling is still illegal unless you partner with
state government. None of us can run our own state lottery. None of us can run our own

casino or online gambling business unless we’re in partnership with the state.

My favorite fact about “The Big Con” is this: with the zeal of a teetotaler, most of the people
who operate and invest in commercialized gambling schemes like online gambling, along
with the public officials who lobby to bring them in, rarely, if ever, gamble
themselves. Yet these hypocrites cause life-changing financial losses for tens of millions
of Americans. We have awarded these individuals special status by inducting them into

“The Hypocrite Hall of Fame” which you can view by visiting our website.!

1“The Hypocrite Hall of Fame,” January 2025. https://www.stoppredatorygambling.org/meet-the-men-and-women-enshrined-as-
members-of-the-hypocrite-hall-of-fame/




Key Facts Every Leqgislator Needs to Know About SB1569 - A Bill That Would
Authorize Commercialized Online Gambling Across the State:

1)! The amount of illegal gambling has increased since states introduced

online gambling, the complete opposite of what gambling operators

claimed would happen.

The Sunday New York Times'’s series in November 2022 on the national lobbying
campaign to push online gambling revealed that the American Gambling Association
(AGA) orchestrated the phony “They’'re already doing it”/”We’ll reduce illegal gambling”
narrative as a multimillion dollar national public relations campaign to create a fake sense

of momentum for online gambling.2

Yet at the same time it was peddling its “illegal gambling” story to state legislatures across
the US, the AGA wrote a 2022 letter to then US Attorney General Merrick Garland calling
on him to take action against the growing problem of illegal online
gambling, four years after legalization began. In the AGA’s own words to AG
Garland:

o “Avast illegal sports betting market continues to exist through offshore websites,
which have established well-known brands—such as Bovada, MyBookie and
BetOnline—that operate with a high degree of visibility and are readily accessible to
every American with a smart phone or Internet connection. These illegal sites also
enjoy many competitive advantages that allow them to offer better odds and

promotions...”3

ol "52 percent of gamblers continue to utilize illegal bookmakers.”*

2 “A Risky Wager: Key Findings From The Times’ Investigation of Sports Betting,” The Sunday New York Times, Nov, 20, 2022. Pg. 1.
https://www.nytimes.com/2022/11/20/business/sports-betting-investigation.html

3 American Gambling Association Letter to US Attorney General Merrick Garland, April 13, 2022:
https://www.americangaming.org/wp-content/uploads/2022/04/AGA_DoJlllegalGambling-4.13.22.pdf

4 Ibid.



! “Internet searches for illegal betting sites increased by 38% last year, faster than the
rate of searches for legal betting sites.">

! “Searches for offshore online gambling brands represented a majority of all
sportsbook searches."s

The facts coming in from the states themselves further demonstrate this truth: according to
a study commissioned by the Massachusetts Gambling Commission, the state where
DraftKings is headquartered, citizens who use illegal sports books in
Massachusetts jumped from 4 percent in 2022 to 18 percent in 2023, after
sports betting was legalized.”

It is also important to highlight that the figures promoted by gambling industry lobbyists
about the alleged problem of “illegal gambling” occurring in Hawaii are not coming from
an independent source. Gambling lobbyists are not citing data produced by the FBI or the
Hawaii Department of Law Enforcement. The source of their numbers are gambling
industry trade groups and gambling consultants, entities that have a strong financial
interest in commercialized gambling bills being pushed through the Hawaii Legislature. If
a nuclear waste storage facility was proposed for Hawaii, would state legislators vote for it
based on reports written by and paid for by the nuclear waste storage industry?

Despite this mounting pile of facts, gambling industry lobbyists and the state legislators
who carry the online gambling bills continue to willfully mislead their colleagues, the
media, and the public by claiming that allowing online gambling would reduce illegal
gambling. Why do they continue to make these blatantly false claims?

5 American Gambling Association Letter to US Attorney General Merrick Garland, April 13, 2022:
https://www.americangaming.org/wp-content/uploads/2022/04/AGA_DoJlllegalGambling-4.13.22.pdf

6 Ibid.

7“Addiction in mind, Mass Gambling officials mull stricter advertising regulations,” Commonwealth Magazine, June 24, 2024
https://commonwealthbeacon.org/gambling/addiction-in-mind-mass-gaming-officials-mull-stricter-advertising-regulations/




2)! The Mainland United States is Experiencing a Metastasizing Epidemic of
Gambling Addiction Among Young Adults and Teens Because of the
Exploitation and Manipulation By Online Gambling Operators. Passing
SB1569 Will Unleash This Epidemic Upon Young People Across Hawaii.

Many major national news organizations have reported on the epidemic of gambling
addiction among young people metastasizing across the US because of the introduction of

online gambling.8

Young adults, especially young males, are being targeted by online gambling apps and
exposed to a barrage of gambling marketing to incentivizing them to gamble. It's a key
reason why states are reporting the number one demographic calling gambling addiction
hotlines today are young adults and teens.?

Kids used to collect sports cards growing up as fans of their favorite athletes and teams.
Now kids are gambling. The high frequency of marketing by gambling operators has

normalized gambling for kids, leading them to believe gambling was central to playing and

watching sports.

Exposing young people to gambling ads normalizes and desensitizes them to the dangers of
gambling and makes them more likely to develop problems later in life. They grow up
mistakenly thinking it’'s a harmless activity. The younger children start gambling, the more
likely it is they will become habitual and addicted gamblers.

After the harm that online gambling operators have inflicted on the mainland, why would
Hawaiian public officials welcome them in to target the state’s young adults and teens?

8 “‘\We're killing the youth of America’: calls grow for crackdown on US gambling,” The Guardian, December 1, 2023.
https://www.theguardian.com/us-news/2023/dec/01/sports-betting-regulation-gambling-addiction

9 “Teens Are Developing ‘Severe Gambling Problems’ as Online Betting Surges: An increasing amount of evidence suggests that young
adults and even minors are easily able to bet online despite a variety of industry safeguards.” Vice, October 11, 2023.
https://www.vice.com/en/article/4a37mp/teens-are-developing-severe-gambling-problems-as-online-betting-surges




3)!Online Gambling Operators Use Deceptive Marketing Tactics to Minimize
the Public Health and Financial Risks of Online Sports Gambling

The American Psychiatric Association’s DSM-V, considered “the mental health bible” by
hospitals, health insurance companies, and other health care professionals, now recognizes
commercialized gambling as addictive as cocaine, opioids, and heroin.19 Despite its status
as a known, dangerous addictive product, the corporate online gambling industry currently
markets its offerings as “harmless fun,” making itself attractive to young people by offering

“free bets” and normalizing the activity with massive advertising and marketing.

But these corporations are also deceptively minimizing the actual financial harm their
products cause. Many citizens who have become addicted now have personal debt levels
close to $100,000.%

In addition, a recent major national study found that online sports gambling has decreased
the consumer financial health of everyday Americans, especially young men.2 According to
the study, states with legal online sports gambling saw a significant drop in average credit
score and significant increases in both the amount of money in debt collections and
bankruptcy filings and the amount of money in debt collections.13

If you add up all of the financial losses that citizens on the mainland are experiencing to
commercialized sports gambling, regional casinos, state lotteries, and video gambling
machine venues, over the next five years the American people are on a downward spiral to
lose almost $1 trillion of their personal wealth to commercialized gambling.}4 More than
$150 billion in lost wealth each year.’> That means the Americans on the mainland
are losing almost $300,000 of personal wealth every minute.

10 American Psychiatric Association, (DSM-5), 2025. https://www.apa.org/monitor/2023/07/how-gambling-affects-the-brain

1 “The Human Cost of the Sports-Betting Boom: Why is no one paying attention?” Men's Health Magazine, September 2023.
https://www.menshealth.com/health/a44652587/sports-betting-gambling-dangers/

12"The Financial Consequences of Legalized Sports Gambling," a study by Dr. Brett Hollenbeck of UCLA, Poet Larsen of USC, and Dr. Davide Proserpio of
USC, July 2024. https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4903302

13 |bid.
14 H2 Gambling Capital, 2025. h2gc.com

15 H2 Gambling Capital, 2025. h2gc.com



The people of Hawaii have largely been spared these massive, life-changing financial losses
because of the foresight and wisdom of prior Hawalii legislatures and governors.

4)!“Responsible Gambling” campaigns funded by the gambling industry and
state government officials are a sham. Their primary purpose is merely to
give the appearance that something is being done to protect the public
from predatory and dangerous business practices.

The corporate online gambling industry is relentlessly targeting individuals who are
demonstrating fundamental and visible symptoms of suffering from a gambling
addiction.!® Operators have precise records and data about an individual’s online gambling
behavior and patterns such as the amount of money an individual gambles, the frequency
with which he or she gambles, whether an individual “chases” one’s losses, and whether the
person demonstrates a preoccupation with gambling.t’

Gambling operators often assign “hosts” to keep in continuous contact with these
individuals, creating a “personal” relationship that usually involves hundreds of text
messages that can begin first thing in the morning and continue throughout regular
working hours, the subject of which are almost always special financial bonuses, deposit
incentives, and credits for past gambling losses.18 This predatory behavior is essential to
the online gambling industry’s business model: as reported by The Wall Street Journal,
70% of online gambling revenue comes from less than ¥ of 1% of all gambling

customers.19

These types of predatory business practices are why there are at least two fundamental
guestions that every state legislator who is serious about their job has a duty to ask. The
first is what percent of commercialized gambling profits is based upon citizens who have

16 "A Child Psychiatrist Tried to Quit Gambling - Betting Apps Kept Her Hooked," The Wall Street Journal, by Katherine Sayre, February 18.
2024. https://www.wsj.com/business/hospitality/gambling-addiction-sports-betting-apps-4463cde0?mod=Searchresults posl&page=1

17 1bid.

18 1bid.

19 1bid.



become addicted gamblers? What you will learn is the gambling industry business model
depends upon the addicted citizen:

! Reinforcing what The Wall Street Journal uncovered in its investigation, one of the
most influential studies of online gambling in the world found that 86% of gross
online gambling profits were extracted from 5% of gamblers.20

! In the brick-and-mortar casino business, it's been reported there are “at least nine
independent studies demonstrating that addicted gamblers generate up to 60% of

total gambling revenues.”2

The second question every serious legislator needs to ask is what percent of gambling
profits comes from people who follow “responsible gambling codes of conduct?” The
reality is the percentage of gambling profits that comes from people who follow
“responsible gambling codes of conduct” (i.e., the casual gambler) is virtually irrelevant to
their profits. NYU Professor Natasha Schull reported in her nationally acclaimed book
Addiction By Design that people who follow responsible gambling guidelines made up 75%
of the players but contribute a mere 4% of gambling profits. “They only bring in 4% of our
revenues, the responsible gamblers,” the author of the study said. "If responsible gambling
were successful then the industry would probably shut down for lack of income."22

Conclusion

Predatory gambling, including its latest form of online commercialized sports gambling, is
an antiquated, outdated public policy and a relic of past failures of leadership. It has
inflicted life-changing financial losses on tens of millions of Americans.23 Its profits are

20 “Exploring Online Patterns of Play,” National Center for Social Research (UK), March 9, 2021.
https://www.begambleaware.org/sites/default/files/2021-03/PoP_ Interim%20Report Short Final.pdf

21 “How Casinos Enable Gambling Addicts,” The Atlantic, By John Rosengren, December 2016
https://www.theatlantic.com/magazine/archive/2016/12/losing-it-all/505814/

22 Natasha Dow Schull, PhD, Addiction By Design, Machine Gambling in Las Vegas, Pg. 267 (2012), available at
http://press.princeton.edu/titles/9156.html

23 |pid!



based upon cultivating an addiction that causes a degree of human misery like very few
things can including significant increases in rates of personal bankruptcy, divorce,
domestic violence, and