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RESTORATION OF AMERICA’S WIRE ACT

WEDNESDAY, MARCH 25, 2015

HOUSE OF REPRESENTATIVES

SUBCOMMITTEE ON CRIME, TERRORISM,
HOMELAND SECURITY, AND INVESTIGATIONS

COMMITTEE ON THE JUDICIARY
Washington, DC.

The Subcommittee met, pursuant to call, at 4:56 p.m., in room
2237, Rayburn Office Building, the Honorable Jason Chaffetz pre-
siding.

Present: Representatives Chaffetz, Goodlatte, Chabot, Poe, Buck,
Bishop, Jackson Lee, Conyers, and Richmond.

Staff present: (Majority) Allison Halataei, Parliamentarian &
General Counsel; Robert Parmiter, Counsel; Alicia Church, Clerk;
(Minority) Joe Graupensperger, Counsel; Vanessa Chen, Counsel,
and Veronica Eligan, Professional Staff Member.

Mr. CHAFFETZ. The Committee will come to order. I thank you
for being here, appreciate your patience as we have a hearing today
on H.R. 707, the “Restoration of America’s Wire Act.” We appre-
ciate your patience and understanding.

We have critical votes that are on the floor of the House. We will
have another set of votes. We do hope to get through opening state-
ments prior to the next set of votes, but we will have to recess
again. It is the intention of the Committee to come back into order
after this next series of votes.

This is an important issue. It is an important topic. I happen to
be the one who had introduced H.R. 707. I know there are various
thoughts and perspectives on that.

[The bill, H.R. 707, follows:]

o))
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To restore long-standing United States policy that the Wire Act prohibits
all forms of Internet gambling, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

HFEBRUARY 4, 2015

CHARFETZ (for himself, Ms. GARBARD, Mr. SMTTH of Texas, Mr. FRANKS
of Arizona, Mr. KinG of Iowa, Mr. DeEnT, Mr. HoOLDING, and Mr.
ForRBES) introduced the following bill; which was referred to the Com-
mittee on the Judiciary

A BILL

restore long-standing United States policy that the Wire

Act prohibits all forms of Internet gambling, and for

other purposes.

Be 1t enacted by the Senate and House of Represenia-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Restoration of Amer-
ica’'s Wire Aet’’.

SEC. 2. WIRE ACT CLARIFICATION.

Section 1084 of title 18, Umited States Code, 1s

amended—

(1) in subsection (a)—
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(A) by striking “bets or wagers or infor-
mation assisting in the placing of bets or wa-
gers on any sporting cvent, or contest,” and in-
serting “any bet or wager, or information as-
sisting in the placing of any bet or wager,”;

(B) by striking “result of bets or wagers”
and inserting ‘‘result of any bet or wager”’; and

(C) by striking “placing of bets or wagers”
and nsgerting “placing of any bet or wager’;
and

(2) by striking subsection (e) and inserting the
following:

“(¢) As uscd in this scetion—

“(1) the term ‘bet or wager’ does not include
any activities set forth in section 5362(1)(E) of title
31;

“(2) the term ‘State’ means a State of the
United States, the District of Columbia, the Cown-
monwealth of Puerto Rico, or a commonwealth, ter-
ritory, or possession of the United States;

“(3) the term ‘uses a wire communication facil-
ity for the transmission in interstate or foreign com-
merce of any bet or wager’ includes any trans-
mission over the Internet carried interstate or in for-

eign commerce, incidentally or otherwise; and

«HR 707 TH
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“(4) the term ‘wire communication’ has the
meaning given the term n section 3 of the Commu-
nications Act of 1934 (47 U.S.C. 153).7.
SEC. 3. RULE OF CONSTRUCTION.
Nothing in this Act, or the amendments made by this
Act, shall be construed—
(1) to preempt any State law prohibiting gam-
bling; or
(2) to alter, limit, or extend—

(A) the relationship between the Interstate
Horseracing Act of 1978 (156 U.S.C. 3001 et
seq.) and other Federal laws in effect on the
date of cnactment of this Act;

(B) the ability of a State licensed lottery
retaller to make in-person, computer-generated
retail lottery sales under applicable Federal and
State laws in effect on the date of the enact-
ment of this Act; or

(C) the relationship between Federal laws
and State charitable gaming laws in effect on

the date of the enactment of this Act.

o
—

<HR 707 TH
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Mr. CHAFFETZ. In the spirit of timeliness, I am going to first rec-
ognize the Ranking Member, Ms. Jackson Lee, for her statement.

Ms. JACKSON LEE. Mr. Chairman, thank you so very much, and
thank you for your thoughtfulness in introducing a piece of legisla-
tion that will give us the opportunity to review some very impor-
tant issues.

Let me also thank the Chairman of the Committee, Mr. Sensen-
brenner, for calling this very timely hearing.

I want to add my appreciation to all of the witnesses for their
patience as we try to do the people’s business, and also for your as-
tuteness on this issue, because obviously that is the case that we
have called you as witnesses because we want to hear your testi-
mony.

There are 143 million smartphones in operation in America, and
at least 75 percent of all U.S. households have computers.

Again, I want to acknowledge, as I see both the Ranking and the
Chairman in the Committee of the full Committee. Let me ac-
knowledge our Ranking Member, Mr. Conyers, who is here, and
Mr. Goodlatte, the Chairman of the full Committee, who is here as
well.

Each of these Internet-connected devices is a potential slot ma-
chine or roulette wheel, and every home in America is potentially
a casino. That is why it is critical today that we address important
issues concerning Internet gaming, including not only statutory in-
terpretation but also questions related to law enforcement and the
appeal of online gaming to minors.

Traditional offline gaming revenues in the United States total
$35 billion annually. As the Internet continues to offer new possi-
bilities for gaming online, it has been estimated that the American
market for online casinos in total could be worth as much as $12
billion per year. Gaming is big business, but we must ensure that
our laws governing all forms of gaming reflect a careful weighing
of the related costs and benefits.

Illegal gambling has long been a source of revenue for organized
crime. In 1961, then-Attorney General Robert F. Kennedy’s Justice
Department worked with the 87th Congress to enact a series of
laws targeting organized crime operations. One of these statutes,
the Wire Act, was passed to prohibit the use of interstate telephone
and telegraph wagering services which processed bets that pro-
vided substantial revenues for criminal organizations.

However, the advent of the Internet in the 1990’s allowed greater
remote interactions with bettors and expanded the types of games
that could be played from a distance. These evolving circumstances
led to increased focus on the scope of the prohibitions under the
Wire Act.

Prior to 2011, the Department of Justice interpreted the Wire
Act to prohibit wagering of any kind over interstate telecommuni-
cations. In 2011, the Department reexamined the text and legisla-
tive history of the statute and developed its current position, that
the law was meant only to apply to bets placed on sporting events.
Some fear that this change will lead to the proliferation of non-
sports Internet gaming and possible related harms to our citizens,
which all of us are concerned about.
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Others assert that because Americans already spend an esti-
mated $2.6 billion on illegal offshore gambling websites per year,
the better course is to encourage them instead to participate in
legal, regulated Internet gaming in the states that allow it. So far
Delaware, New Jersey and Nevada have amended their laws to
allow either poker or casino-style gaming over the Internet, and
several other states allow the online sales of lottery tickets.

We must take seriously the concerns that are raised about the
expansion of Internet gaming, including worries that it may facili-
tate money laundering, prey on those who engage in problem gam-
bling, and allow the participation of minors who would not be able
to gamble in a casino. And I would add that all of us, no matter
what side of the issue you are on, raise that as a concern.

In fact, the Adolescent Psychiatry Journal’s review of studies
concerning Internet gambling and children concluded that the po-
tential for future problems among youth is high, especially among
a generation of young people who have grown up with video games,
computers, and the Internet.

We also must consider the arguments of those who assert that
online gaming taking place under state regulation would better
prevent those harms than unregulated offshore gaming. For in-
stance, in 2011, former FBI Director Louis Freeh stated that these
offshore gaming sites are run by shady operators, often outside the
effective reach of U.S. law enforcement, an environment rife with
opportunity to defraud players and launder money for much more
dangerous operations.

There certainly are different perspectives on these questions, and
the Committee will examine all of them as we evaluate H.R. 707,
a bill which would provide that the Wire Act prohibits non-sports
betting as well as betting on sporting events.

I look forward to the hearing, the insights and opinions of our
witnesses concerning each of these issues, and I believe that we
have gathered individuals with expertise and balance and a con-
tribution that will help us move forward on a question that the un-
derlying premise should be how do we serve the American public.

With that, Mr. Chairman, I yield back.

Mr. CHAFFETZ. I thank the gentle woman.

I will now recognize the Chairman of the full Committee, the
gentleman from Virginia, Mr. Goodlatte, for 5 minutes.

Mr. GOODLATTE. Thank you, Mr. Chairman.

Internet gambling has been an issue of particular interest to me
during my service in Congress. I am personally opposed to Internet
gambling because it is used as a mechanism to launder money, be-
cause it causes bankruptcy and breaks up families, and because it
can even lead to suicide, as it did for a constituent from my dis-
trict. I have introduced multiple bills dealing with Internet gam-
bling in the past, and I am looking forward to a frank and detailed
discussion with our distinguished witnesses, and the Members of
this Subcommittee, on the topic.

As the Chairman noted, the OLC opinion reinterpreting the Wire
Act caused a dramatic shift in the way the Department of Justice
views the laws proscribing Internet gambling. In the three-plus
years since the opinion was issued, it has led to an increased push
toward the availability of online gambling in this Nation. Many
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participants in the gambling industry, from Indian tribes to state
lottery commissions to casino operators, have been exploring ways
to increase their involvement in remote gaming.

In this environment, we must explore ways to protect the rights
of states to prevent unwanted Internet gambling from creeping
across their borders and into their states. Updating the Wire Act
can be a tool to protect states’ rights to prohibit gambling activity.
However, there is also another states’ rights dynamic that we must
acknowledge, and that is what to do about states that want to reg-
ulate and permit Internet gambling within their own borders. Some
states have already legalized online gambling. Thus, any update to
the Wire Act will need to address how to handle both the states
that have already enacted laws allowing online gambling and any
states that would want to do so in the future.

These are tough decisions, and we are having this hearing today
to seek answers to these tough decisions.

While I am sympathetic to the argument that states are labora-
tories of democracy, I am also concerned about whether it is pos-
sible to keep this sort of gambling activity from crossing state lines
and thus violating the rights of other states.

There is a role for Congress to play in upholding states’ rights
in this area. Wholly intrastate criminal conduct may nevertheless
have an interstate nexus, or be facilitated utilizing an instrumen-
tality of interstate commerce such as a highway, telephone net-
work, or, yes, the Internet. It is therefore within Congress’s pur-
view to legislate this conduct. The question for the Members of this
Committee, then, is whether Congress should act in this area, and
if the approach taken by H.R. 707 is the appropriate way to do so.

I will be interested in our panel’s take on that and many other
questions. How would a state-by-state regulatory approach to Inter-
net gambling affect the citizens of states who do not want legalized
gambling within their borders? In other words, how would you en-
sure that online gambling, if legal in one state, wouldn’t bleed over
into a neighboring state where it is not legal, particularly since the
Internet doesn’t stop at state borders? Is geolocation technology
sufficient to determine whether an individual who places a bet is
physically present in a state where it is legal? Should all Internet
gambling be prohibited? What should be done with states that have
already passed laws to permit Internet gambling?

I look forward to discussing all these issues in detail with our
witnesses. This is a complex issue and evokes strong opinions on
all sides. Should we decide to move forward with legislation to ad-
dress this issue, we need to do so deliberately and thoughtfully.

I thank the witnesses for their testimony and yield back the bal-
ance of my time.

Mr. CHAFFETZ. I thank the Chairman.

I will now recognize the Ranking Member of the Judiciary Com-
mittee, the former Chairman of the Judiciary Committee, Mr. Con-
yers, for 5 minutes.

Mr. CoNYERS. Thank you, Mr. Chairman.

First, I too join in in greeting five witnesses today.

In recent years, I have reviewed the discussion concerning the in-
tended meaning of the Wire Act and have tried to determine the
best course for public safety. As a result of legal analysis, I have
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the following observations which lead me to oppose legislation to
amend the Wire Act to prohibit non-state gaming.

Three points. I agree with the position of the Department of Jus-
tice based on a 2011 analysis that the Wire Act’s prohibitions are
limited to sports betting and not to other forms of betting facili-
tated by wire communications, now including the Internet.

Secondly, while unlawful gaming has long been associated with
harms relating to criminal enterprises, banning online gaming is
not the answer. That is why the Fraternal Order of Police wrote
to myself and Chairman Goodlatte in May of last year in which
they said we cannot ban our way out of this problem as this would
simply drive online gaming further underground and put more peo-
ple at risk. Not only does the black market for Internet gaming in-
clude no consumer protections, it also operates entirely offshore
with unlicensed operators, drastically increasing the threat of iden-
tity theft, fraud, and other criminal acts.

And finally, considering the greater risk of harm from offshore
gambling, the better option is to allow states, if they choose, to per-
mit online gaming as they see fit, subject to regulation and moni-
toring, of course.

So that is why the Department of Justice’s interpretation of the
Wire Act and three states—New Jersey, Nevada, and Delaware—
have already permitted online poker or some forms of online ca-
sino-style gaming in compliance with the law. Other states, includ-
ing my own, Michigan, now allow online sales of lottery tickets.
States should be allowed to decide this question for themselves,
and we should not take any action that would overturn such state
laws. But I anxiously await our discussions back and forth today.

I thank the Chairman and yield back the balance of my time.

Mr. CHAFFETZ. I thank the gentleman.

I will now recognize myself for 5 minutes.

I obviously am in favor of this bill, having introduced it. I believe
it is a states’ rights bill, and I think it is important that states
have the ability, such as Utah and Hawaii, where we have no gam-
ing, to protect ourselves from something that we would not like to
see within our borders.

I personally am opposed to gambling but recognize the right of
others and other states, if they so choose, our neighbors, good
friends in Nevada if they so choose to have at it. But nevertheless,
I do believe that, going back to December 23, 2011, the Wire Act
had an interpretation for more than 50 years, and if there is going
to be an alteration of such significance to the law, then that should
be done through the regular congressional process, not simply a 13-
page memo issued by the Office of Legal Counsel within the bowels
of the Department of Justice.

Now, there are a number of people on both sides of this issue.
It is something that people, as Chairman Goodlatte talked about,
are passionate about. I would like to ask unanimous consent to
enter into the record 42 different letters that we have received by
and large in support of restoring America’s Wire Act or are very
concerned about the implications of the OLC’s opinion.

These include letters from the African American Mayors Associa-
tion, the Southern Baptist Convention; Senator Mark Warner; the
Eagle Forum; the American Family Association; two letters from
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the Family Research Council; a letter from the Concerned Women
for America; a letter from Senator Lindsey Graham, Senator
Dianne Feinstein, and Senator Kelly Ayotte; Attorneys General
from 16 states that wrote to us that this is a problem; the National
Association of Attorneys General. We have letters from Governor
Rick Perry, Governor Nikki Haley, Governor Herbert of Utah, Gov-
ernor Scott, Senator Reid, Senator Kyl, Governor Mike Pence; an
op-ed by Governor Rick Perry; another op-ed from Governor Bobby
Jindal; another letter from Senator Dianne Feinstein; a USA Today
editorial from November 20, 2013; a New York Times editorial
from November 25, 2013; a cover story on Newsweek of August 22,
2014; former Representative Spencer Bachus, a Member that was
on this Committee; the Department of Justice; and the Federal Bu-
reau of Investigation’s Criminal Investigations. There are a host of
letters and people who have opined that this is fraught with prob-
lems and challenges.*

But truly, we are here not to hear from the Members of Congress
but to hear from our distinguished panel, so let me introduce them
briefly. We will swear you in, and then we will start with the testi-
mony from our panel. We do appreciate it. I know some of you have
traveled from out of state.

Mr. John Kindt. Did I pronounce that properly?

Mr. KINDT. Yes, sir.

Mr. CHAFFETZ. Thank you.

Professor Kindt is the Professor Emeritus of Business Adminis-
tration at the University of Illinois. He is a well-published aca-
demic author on issues in relationship to gambling. His academic
research and publications contributed to the enactment of the 1996
U.S. National Gambling Impact Study Commission and the United
States Unlawful Internet Gambling Enforcement Act of 2006,
among other Federal and state statutes. Professor Kindt received
his B.A. degree from William and Mary, earned his J.D. and MBA
from the University of Georgia, and his LLM at SJD from the Uni-
versity of Virginia.

Mr. Les Bernal is the National Director to Stop Predatory Gam-
bling Foundation. He has spoken and written extensively regarding
the dangers of casinos and lotteries to the American public. He has
testified before Congress and appeared on numerous television and
radio outlets. Previously, Mr. Bernal served as the Chief of Staff
in the Massachusetts State Senate. He earned his undergraduate
degree from Ithaca College and his MPA from Suffolk University.

Mr. Michael Fagan is an attorney and adjunct professor at Wash-
ington University School of Law. He is also a special advisor to the
Missouri Office of Homeland Security, as well as an advisory board
member at Speartip LLC, where he is a consultant on cyber
counter-intelligence issues. Previously, Mr. Fagan served as Assist-
ant U.S. Attorney for the Eastern District of Missouri for 25 years,
where he prosecuted several high-profile Federal cases involving il-
legal gambling activity. He received his Bachelor’s degree from
Southern Illinois University and his J.D. from Washington Univer-
sity School of Law.

*Note: The submitted material is not included in this printed record but is on file with the
Subcommittee and can be accessed at:

http:/ | docs.house.gov | Committee | Calendar | ByEvent.aspx?EventID=103090
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We are also pleased to have Mr. Andrew Moylan. He serves as
the Executive Director and Senior Fellow for the R Street Institute,
where he is the organization’s lead voice on tax issues. Prior to
joining R Street, he was Vice President of Government Affairs for
the National Taxpayers Union. He previously served with the Cen-
ter for Educational Freedom at the Cato Institute and has written
numerous articles for national publications. He is a graduate of the
University of Michigan and somebody we have seen frequently up
here in the halls of Congress.

And Ms. Parry Aftab—did I pronounce that properly?—is the
Founder and Executive Director for Wired Safety, an organization
that provides information and education to cyberspace users on a
myriad of Internet and interactive technology safety, privacy, and
security issues. In 1999, she was appointed the head of Online
Child Protection Project for the United States by the United Na-
tions’ Educational, Scientific, and Cultural Organization, a special-
ized agency within the United Nations. She received her B.A. de-
gree as valedictorian at Hunter College and her J.D. degree from
the New York School of Law.

We have a diverse group of people who have come to testify.
Again, we thank you for your time and effort to be here.

It is the tradition of the Committee to have people sworn in. So
if you will please rise and raise your right hand?

Do you solemnly swear that the testimony you are about to give
this Committee shall be the truth, the whole truth, and nothing
but the truth, so help you God?

Thank you. You may be seated.

Let the record reflect that all witnesses answered in the affirma-
tive.

It is a busy, crowded schedule. I will assure you that your full
testimony will be inserted into the record, but we would appreciate
it if you would keep your verbal comments to 5 minutes or less.

Professor Kindt, we will start with you.

TESTIMONY OF JOHN WARREN KINDT, PROFESSOR EMERITUS
OF BUSINESS ADMINISTRATION, UNIVERSITY OF ILLINOIS

Mr. KINDT. Mr. Chairman, Ranking Member, Members of the
Committee, participants and guests from the U.S. House of Rep-
resentatives and the U.S. Senate, thank you for your kind invita-
tion to testify.

As a University of Illinois professor since 1978, I believe that a
large majority of not only Illinois academic experts but also other
U.S. academics would and should urge President Barack Obama
and Obama Administration colleagues to support the restoration of
the Wire Act.

Internet gambling is an issue of strategic financial stability and
Wall Street regulation. It is not an issue of electronic poker, daily
fantasy sports gambling, and other fun and games methodologies,
which are actually deceptive proposals to leverage gateways for le-
galizing various gambling activities throughout international cyber-
space.

Alarmed by gambling, U.S. Senator Paul Simon and House Judi-
ciary Chair Henry Hyde sponsored the bipartisan U.S. National
Gambling Impact Study Commission. Reporting to Congress in
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1999, the Commission concluded that Internet gambling was im-
possible to regulate and that Internet gambling must continue to
be prohibited, including by the Wire Act initiated by U.S. Attorney
General Robert F. Kennedy to combat organized crime, and via
even stronger prosecutorial enforcement mechanisms.

Accordingly, upon the urging of 49 state Attorney Generals, the
2006 UIGEA was enacted into law. At the time, there was concern
about a UIGEA fantasy sports loophole, which has since been dan-
glermasly exploited by disreputable organizations and needs to be
closed.

Internet gambling’s destabilization of Wall Street and inter-
national financial systems becomes apparent in the investigative
news video, “The Bet That Blew Up Wall Street,” which Warren
Buffett titled “financial WMDs” and which members are respect-
fully but strongly urged to watch at the 60 Minutes website or on
YouTube under “Credit Default Swaps.” Wall Street is dangerously
flirting again with trillions in unregulated derivatives; that is, fi-
nancial side bets. In this context, vacuous Internet gambling finan-
cials predicated on gambling activities are in development, and
Internet gambling stocks would cannibalize a series of speculative
bubbles, which can only lead to another Great Recession, or worse.

Killing personal, business, and institutional finances, Internet
gambling is widely known as the “killer application” of the Inter-
net. Internet gambling places real-time gambling on every cell
phone, at every school desk, at every work desk, and in every living
room. With ease, people can “click your phone, lose your home” or
“click your mouse, lose your house.”

Internet gambling destabilizes U.S. national security and the
strategic economic base.

Titles of some of the United States International Gambling Re-
port series produced at the University of Illinois speak directly to
these dangers. Volume I, The Gambling Threat to Economies and
Financial Systems: Internet Gambling. Volume II, The Gambling
Threat to National and Homeland Security: Internet Gambling.
Volume III, The Gambling Threat to World Public Order and Sta-
bility: Internet Gambling. The over 3,700 pages in these three vol-
umes alone include reprints of 97 original congressional documents
detailing the dangers of Internet gambling.

Citing the threat to national security, in 2006/2007 Vladimir
Putin recriminalized 2,230 electronic gambling casinos. What do
the Russian economists know that still eludes the Federal Reserve
Board and Washington decision-makers?

Internet gambling is big government interstate gambling pro-
moted and abused by big government.

Like Illinois, the U.S. needs the “New Untouchables.”

Gambling lobbyists now dominate the economic policies of 28
states, giving away at least $35 to $100 billion to gambling’s insid-
ers since 1990. Illinois is now the most bankrupt state in the coun-
try, with over $110 billion in unfunded liabilities, including being
branded by the SEC in 2013 for pension and securities fraud, and
placing teachers, public employees, pensions and social programs in
extreme jeopardy.

For example, in 1990, 10 casino licenses worth $5 to $10 billion
were given away to political insiders in Illinois for only $25,000
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each, including one insider convicted in the Governor Rodney
Blagojevich scandals. The 2011 reinterpretation of the Wire Act
was initiated by Illinois officials.

Similarly, lobbyists callously use the 9/11 tragedy to slip into
Federal law billions of dollars in tax breaks for slot machine elec-
tronic gambling. These breaks should be ferreted out and elimi-
nated.

Big government gambling cheats consumers. Are the electronic
games and slots fair?

Conclusion: The U.S. should reinstate the ban on Internet gam-
bling and encourage other countries to emulate the U.S. ban.

Thank you, Mr. Chairman and Members of the Committee.
Thank you.

[The prepared statement of Mr. Kindt follows:]**

**Note: Supplemental material submitted with this prepared statement is not included in this
printed record but is on file with the Subcommittee and can be accessed at:
http:/ | docs.house.gov | meetings [JU | JU08/20150325 /103090 | HHRG-114-JU08-Wstate-
KindtJ-20150325-SD001.pdf
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PREPARED STATEMENT OF PROF. JOHN WARREN KINDT!

Mr. Chairman, Members of the Committee, participants and guests from the U.S. House
of Representatives and the U.S. Senate, thank you for your kind invitation to testify before the
Committee.

As a University of llinois professor since 1978, I believe that a large majority of not only
Tllinois academic experts, but also other U.S. academics, would and should urge President
Barack Obama and Obama Administration colleagues to support H.R. 707, the “Restoration of
America’s Wire Act.”

Internet gambling is an issue of strategic financial stability and Wall Street regulation. It
is not an issue of electronic poker, daily fantasy sports gambling, and other gambling
methodologies—which are actually proposals to leverage gateways for legalizing various
gambling activities throughout international cyberspace.

Alarmed by the spread of U.S. gambling in the early 1990s, U.S. Senator Paul M. Simon
(D-1L) and House Judiciary Chair Henry J. Hyde (R-1L) sponsored the U.S. National Gambling
Tmpact Study Commission (U.S. 1999 Gambling Commission), which passed the House with an
overwhelming bipartisan vote. National Gambling Impact Study Commission, Pub. L. No. 104-
169, 110 Stat. 1482 (signed into law Aug. 3, 1996).

Reporting to Congress, the U.S. 1999 Gambling Commission concluded and strongly
recommended that the Wire Act restrictions on Internet gambling should be strengthened and
expanded. NAT’L GAMBLING IMPACT STUDY COMMISSION, FINAL RIPORT, chap. 5 & recs. 5-1 to
5-4 (June 1999) [hereinafter NGISC FINAL REPORT], af hitp://govinfo library unt.edu/ngisc; see
also, Wire Act, 18 U.S.C. § 1084 (sponsored by U.S. Att’y Gen. Robert F. Kennedy, 1961).

Upon the strong urging of 49 State Attorneys General (see Attached Nat’l Ass’n Att’ys
Gen., Letter to Congress, Mar. 21, 2006), the Unlawful Internet Gambling Enforcement Act
(UIGEA) was signed into law after passing the House with an over 80 percent bipartisan vote.
UIGEA strengthened the Wire Act’s goals. Unlawful Internet Gambling Enforcement Act, 31

! Professor Em., Univ. [1l. at Urbana-Champaign. B.A. 1972, William & Mary: I.D. 1976, MBA 1977, U.Ga.; LLM.
1978, SID 1981, U.Va.; former Assoctate, Program in Arms Control, Disarmament, and International Security,
University of Illinois; former Sr. Fellow, London School of Economiics.

Professor Kindt has laught at the Universily of [lhnois [tom 1978-2014, and he has published over 80 acadenuc
articles in law reviews, public pohcy journals, and economniics journals. Over 20 of these articles have dealt with
gambling issucs, and many of these articles are available in PDF format at the online archives of the University of
[hnois Library at www ideals.illingis.edu. The Commuiltee has permission to reprint and distnibute any and all Kindt
publications relating to gambling. In this Congressional statement, cites to publications of Professor Kindt serve
only as introductions to the hundrcds of source materials cited in the footnotes. Professor Kindt is rescarch active,
and he is still teaching and publishing.

To avoid conllicts ol interest, Prolessor Kindl and several academic colleagues do nol accept consullant lees or
honoraria for work in gambling research areas. This statement should be interpreted as representing only the
individual views of the author. For historical continuity, portions of this statement mirror Internet Gambling
Prohibition Act of 2006: 1learing Before the Subcomm. on Crime, Tervarism, and Homeland Security of the louse
Comm. on the Judiciary, 109th Cong., 2d Sess. 20-27 (2006) (prepared statement ol Prol. John W. Kindt, Univ. LIL.).
Beth Kindt, James Kindt and John Kindt Jr. provided editornal assistance.
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U.S.C. §§ 5301, 5361 et seq. (2006). At the time, there was concern about a UIGEA fantasy
sports loophole which has since been dangerously exploited by disreputable organizations and
should be closed.

Internet gambling’s destabilization of Wall Street and international financial systems
becomes apparent in the investigative news video, “The Bet That Blew Up Wall Street,” which
Warren Buffett titled “Financial WMDs” and which is still available at the 60 Minutes website.

Killing personal, business, and institutional finances, Internet gambling is widely known
as the “killer application” (ak.a. “killer app”) of the Internet. See, e.g., William H. Bulkeley,
Ireeling Lucky? Llectronics is Bringing Gambling into Homes, Restaurants and Planes, WALL
ST.J., Aug. 16, 1995, at Al.

Internet gambling places real-time gambling on every cell phone, at every school desk, at
every work desk, and in every living room. With ease people can “click your phone, lose your
home™ or “click your mouse, lose your house.”

A. Internet Gambling Destabilizes U.S. National Security and the Strategic Economic Base

During the 1990s, the intemational financial and economic threats posed to the United
States by the spread of U.S. gambling were outlined in a law journal article written at the
suggestion and under the auspices of former Secretary of State Dean Rusk. The article was: John
W. Kindt, U.S. National Security and the Strategic Economic Base: The Business/Iiconomic
Impacts of the Legalization of Gambling Activities, 33 ST. Louts U.L.J. 567-584 (1995),
reprinted in National Gambling Impact and Policy Comm 'n Act: Hearing on H.R. 497 before the
House Comm. on the Judiciary, 104th Cong., 1st Sess. 519-27, 528-45 (19953).

Containing numerous reprints of original academic studies and Congressional documents
and including acknowledgments to legal and entrepreneurial icons such as U.S. Attomey General
Robert F. Kennedy, U.S. Senator Richard Lugar, Howard Buffett, Warren Buffett, and Dr. John
M. Templeton, Jr., the titles of some of the United States International Gambling® Report
series (produced at the University of Lllinois) speak directly to the dangers of Internet gambling.

1. The Gambling Threat to Economies and Financial Systems: Internet Gambling
(Wm. S. Hein Pub. 2010).

2. The Gambling Threat to National and Homeland Security: Internet Gambling (Wm.
S. Hein Pub. 2012).

3. The Gambling Threat to World Public Order and Stability: Internet Gambling
(Wm. S. Hein Pub. 2013).

The over 3,700 pages in these three volumes include reprints of 97 original Congressional

documents detailing the dangers of Internet gambling via a decade of Congressional hearings
(see, e.g., Attachments to Prof. Kindt Statement).

Page 3



16

The titles of other volumes of the United States International Gambling® Report are
self-explanatory.

1. Gambling with National Security, Terrorism, and Military Readiness (Wm. S. Hein
Pub. 2009).

2. Gambling with Crime, Destabilized Economies, and Financial Systems (Wm. S. Hein
Pub. 2009).

As highlighted by 60 Minutes, the 2007-2008 Wall Street gambling debacle utilizing “credit
default swaps” (a.k.a. “financial side bets™) as unregulated financials has not been adequately
addressed by new regulations. U.S. banks and Wall Street again have ballooned to a crisis point
via U.S.-linked unregulated derivatives gambling on market trends and increasing from $12.4
trillion in 1994 to $30 trillion after the 2008 Great Recession to over $700 trillion in unregulated
derivatives today. U.S. Office of the Comptroller of the Currency, as reported in, Gambling on
the Future, PLRSPLCTIVLS, Spring 2014 (Bus. College, Univ. I11.).

In this context, the DOJ’s 2011 interpretation of the Wire Act will now allow the creation
of vacuous gambling stocks. In 2006 the London Stock Exchange lost billions of dollars in a
crash of Intemet gambling stocks as investors recognized these stocks were predicated on
illusory gambling activities. Fortunately for Wall Street, the U.S. ban on Internet gambling in
place in 2006 meant that similar gambling stocks were prohibited—saving U.S. investors. The
DOJ’s 2011 interpretation is now allowing a speculative bubble of gambling-based financial
instruments which will emulate the Great Recession and will catalyze another destabilization of
U.S. and international stock exchanges. See, e.g., John W. Kindt, Internet Gambling Will Cripple
World’s Economic and Financial Systems, ROLL CALL, Jan. 7, 2013.

In 2006-2007, Russian President Vladimir Putin sanguinely noted the economic and
crime costs of government-sanctioned gambling and he recriminalized 2,230 electronic gambling
casinos—virtually wiping the economy clean. Associated leaders such as Chechen President
Ramzan Kadyrov confirmed that “the gambling business is ... [a threat to] national security.”
Ttar-Tass, Moscow, Another 315 gambling places to continue fo be closed in Moscow, Oct. 9,
2006, at http:/fwww.itar-tass. com/eng/level2 htm!?MewsiD=10869516& PageNum=0. What do
the Russian economists know that is still eluding Washington politicians?

See, John W. Kindt, “Gambling with Terrorism: Gambling’s Strategic Socio-Economic
Threat to National Security,” Address at Harvard Univ., Int’l Bus. Conf, Feb. 10-11, 2007
(sponsored by Harvard Bus. School, Harvard Law School & Kennedy School of Gov’t).

B. Internet Gambling is Big Government Interstate Gambling Promoted and Abused by Big
Government

1. Internet gambling destabilizes U.S. and international economies.
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John W. Kindt & Stephen W. loy, Internet Gambling and the
Destabilization of National and International Economies: Time for a
Comprehensive Ban on Gambling Over the World Wide Web, 80 DENV.
UL Ruv, 111-153 (2002).

2. Internet gambling destabilizes and threatens the financial systems of the United
States and the International Economic System.

See, e.g., John W. Kindt & John K. Palchak, Legalized Gambling’s
Destabilization of U.S. Financial Institutions and the Banking Industry:

Issues in Bankruptcy, Credit, and Social Norm Production, 9 EMORY U.
BanNgruprcy Div. J. 21-69 (2002) (lead article). See also, John W.

Kindt, The Business-Iiconomic Impacts of Licensed Casino Gambling in

West Virginia, 13 W. VA U Ins1. PuB. Arr. 22-26 (1996) (invited article),
updated and reprinted from, The National Impact of Casino Gambling
Proliferation: Hearing Before the House Comm. on Small Business, 103d Cong.,
2d Sess. 77-81 (1994) (statement of Prof. John W. Kindt).

3. Internet gambling destabilizes U.S. national security in the fight against terrorism.

John W. Kindt & Anne E.C. Brynn, Destructive Economic Policies in the Age of
Terrorism: (Government-Sanctioned Gambling as Incouraging

Transboundary Economic Raiding and Destabilizing National and International
Icconomies, 16 TEMPLE INT'L & COMP. L.J. 243-277 (2002- 03) (lead article).

4. Internet gambling destabilizes military readiness.

See, e.g., John W. Kindt, Gambling with Terrorism and U.S. Military
Readiness: Time to Ban Video Gambling Devices on U.S. Military Bases and
Tacilities?, 24 N. ILL. L. REV. 1-39 (2003) (lead article).

5. Internet gambling creates and facilitates new criminal activity.

See generally, John W. Kindt, Increased Crime and Legalizing Gambling
Operations: The Impacts on the Socio-Fconomics of Business and Government,
30 CRIM. L. BULL. 538-555 (1994); John W_ Kindt, 7he Failure to Regulate the
Gambling Industry Effectively: Incentives for Perpetual Non-Compliance, 27 S.
111 U.L.J. 221-262 (2002) (lead article) [hereinafter The I'ailure to Regulate
Gambling).

6. Internet gambling fuels the fastest growing addiction among young people —
gambling addiction.

See John W. Kindt & Thomas Asmar, College and Amateur Sports

Gambling: Gambling Away Our Youth?, 8 VILLANOVA SPORTS &
ENTERTAINMENT L.J. 221-252 (2002) (lead article).

Page S
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7. Internet gambling creates enormous socio-economic costs of $3 for every $1 in
benefits.

John W. Kindt, The Costs of Addicted Gamblers: Should the States Initiate
Mega-Lawsuits Similar to the Tobacco Cases?, 22 MANAGLRIAL & DUCISION
ECON. 17-63 (invited article).

8. Internet gambling creates and facilitates government corruption in the United States
and throughout the world.

See generally, John W. Kindt, Follow the Money: Gambling, Ethics, and
Subpoenas, 556 ANNALS OF THE AM. ACADEMY OF POLITICAL & Soc. ScT,,
85-97 (1998) (invited article) [hereinafter Follow the Money].

Callously capitalizing on the 9-11 tragedy, U.S. gambling lobbyists slipped into the 2002
Economic Stimulus Act what the Nevada press termed a $40-billion federal tax break (reduced
from the initial $133-billion solicited) for slot machines and other electronic gambling devices.
Tony Batt, {ax Break for Slots OK’d, Las VEGAS Riv. J., Oct. 16, 2001, at 1.

These types of tax write-offs should be eliminated. John W. Kindt, /nternationally, the
21" Century Is No Time for the United States to Be Gambling With the Economy: Taxpayers
Subsidizing the Gambling Indusiry and the De Facto Elimination of All Casino Tax Revenues via
the 2002 Liconomic Stimulus Act, 29 OHIO N. UNIV. L. REV. 363-394 (2003) (lead article).

C. The Perceived UIGLA Loophole in 31 U.S.C. § 5362 for Daily Fantasy Sports Needs to
be Closed

Daily sports gamblers exploiting the argunable UIGEA loophole may have totaled 30-100
million gamblers in 2014 according to sportscaster Bryant Gumbel, who queries whether these
gamblers are “doing the same thing as a day trader, but in a different kind of stock market.” Real
Sports with Bryant Gumbel, Home Box Office Network, Sept. 24, 2014 (original airdate). HBO
investigative news commentator Carl Quintanilla concluded fantasy sports is a stock market.
According to Carl Quintanilla, fantasy sports gamblers

talk about athletes like commodities. They’re able to track past performance, see
how ... [the athletes] operate or perform in various patterns, and ... [the sports
gamblers] know if I want to sell ... or buy .... That’s how you trade a stock. Id.

The trend is to “[i]nvest in a sort of hedge fund that trades fantasy sports.” Id.

Ignoring long-term profitability, as well as the long-term essential need to protect the
integrity of sports and future generations, some professional sports teams are beginning to
leverage themselves into daily fantasy sports. The perceived UIGEA loophole needs to be
quickly closed.
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D. Like lllinois, the U.S. Needs the “New Untouchables”™

One of the first states to embrace the lottery, riverboat casinos, and neighborhood
electronic gambling, Illinois has given away at least $35-$100 billion to gambling’s insiders
since 1990. For example, the first 10 casino licenses worth a fair market value of at least $500
million each were granted to political insiders for $25,000 per license—including one insider
convicted in the Governor Rod Blagojevich scandals. In 2015 dollars, these gambling licenses
would be worth over $10 billion.

In this giveaway context, the 2015 Illinois budget had over $110 billion in unfunded
liabilities, and the state was over 6 months behind in paying many of its bills.

In 2013, the U.S. Securities and Exchange Commission (SEC) branded [llinois with
pension and securities fraud. U.S. Securities & Exchange Comm’n v. State of Tllinois, Order
Instituting Cease-and-Desist, Admin. Proc. File No. 3-15237 (Mar. 11, 2013). Accordingto a
March 13, 2013 editorial in the Wall Street Journal, “it’s now official: The Land of Lincoln has
the nation’s most reckless and dishonest state government when it comes to pension liabilities™;
the state’s “accounting practices would get private market participants thrown in jail.” Editorial,
SEC v. Hlinois, WALL ST, J., Mar. 13, 2013, at A14,

Critics can argue that Illinois is the most philosophically and fiscally bankrupt state in the
United States. Four of the last seven Illinois governors have gone to prison.

The national media have raised serious questions regarding the Illinois interface and the
rationales involving the challenges to and the reinterpretation of the Wire Act. Tllinois officials
initiated the DOJ’s reconsideration of the Wire Act’s interpretation. See, e.g., Editorial Board,
Obama’s New lax on the Poor: Internet Gambling by Siates, CHRISTIAN SCI. MONITOR, Dec. 27,
2011; Dave Bohon, Obama DO.J Helping to acilitate [xpansion of Online Gambling, NEW
AMEFRICAN, Jan. 3, 2012. Tn 2014, Judicial Watch filed a Freedom of Information (FOI) request
with the DOJ for all records relating to the new interpretation. JW Probes How DO.J Quietly
Reversed Online Gambling Law, JUDICIAL WATCH, Nov. 11, 2014, at www judicialwatch. org.

F. The Socio-Fconomic Impacts of Gambling Activities via the Internet, Cell Phones, Social
Media, and Cyberspace Constitute “Immediate and Irreparable Harm”

Internet gambling causes “immediate harm” and “irreparable harm” to the entire U.S.
public. For examples of sworn testimony by professors/academics documenting the “immediate
and irreparable harm” caused by Internet gambling and the advertising of such activities, see
Expert Opinions of Earl Grinols, John Warren Kindt, and Nancy Petry Cisneros v. Yahoo (Case
No. 04433518, Calif. Superior Ct. San Fran., filed Aug. 3, 2004) [hereinafter (isneros].

However, U.S. businesses continued to provide venues for advertising illegal internet
gambling in the United States. See 18 U.S.C. § 1084 (the “Wire Act”), Matt Richtel, Wall St.
Bets On Gambling On the Web, N.Y. TIMES, Dec. 25, 2005, at A1 (The U.S. Justice Department
reaffirmed that “online gambling [is] illegal.”).

Tn one California example, a private attorney general action on behalf of the public was
brought as a class action “against the major Internet search engine websites which advertise
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illegal Internet gambling in California.” Cisneros, infra, Complaint, at 1. (The Cisneros case
was settled 2006-07.)

The primary irreparable harm resulting from advertising gambling activities and the
resulting gambling consists of pathological gambling, which is comparable to drug addiction.
Pathological gambling is recognized as an addictive behavior, specifically an “impulse control
disorder.” AM. PSYCHIATRIC ASS’N, DIAGNOSTIC AND STATISTICAT, MANUAL OF MENTAL
DisoRDLRS, § 312.21, at 615-18 (4th ed. 1994) [hereinatter DSM IV]; see also, AM.
PSYCHIATRIC ASS™N, DIAGNOSTIC AND STATISTICAT. MANUAL OF MENTAT DISORDERS (2013)
[hereinatter DSM V]. Highlighting the academic debate with pro-gambling lobbyists during the
1990s, the American Psychiatric Association (APA) listed 10 diagnostic criteria for pathological
gambling. By definition, a “pathological gambler” evidenced “[p]ersistent and recurrent
maladaptive gambling behavior as indicated by five (or more)” of the 10 criteria. DSM TV,
infra, at 618. By definition, a “problem gambler” evidenced up to four of the criteria.

During the 1995-1999 tenure of the U.S. National Gambling Impact Study Commission,
pro-gambling lobbyists tried to manipulate the APA definitions and criteria for a “pathological
(addicted) gambler” and for a “problem gambler.” If even partially successful, the definitional
confusion surrounding extant and even definitive studies would be jeopardized by the lack of an
“apples to apples” comparison. See, e.g., John W. Kindt, The Gambling Industry vs. Academic
Research: Have Gambling Monies Tainted the Research Environment?, 13 UNIv. S, CALIT,
INTERDISCIPLINARY L.J. 1-47 (2003) (lead article) (documenting threats against researchers).

Like drug addiction, the harms to the public (commonly referred to as “the ABCs” of
legalized gambling’s socio-economic impacts) caused by gambling activities via cyberspace and
particularly via the Internet include:

(a) new addicted gamblers,
(b) new bankruptcies, and
(¢) new crime

For the most authoritative analysis of new crime costs (averaging 9 percent increases each year)
linked to the accessibility and acceptability of gambling, see Earl L. Grinols & David Mustard,
The Curious Case of Casinos and Crime, 88 REV. ECON. & STAT. 28-45 (2006). A table of the
authoritative academic studies highlights that the socio-economic public costs of legalized
gambling activities are at least $3 for every $1 in benefits. Earl L. Grinols & David B. Mustard,
Business Profitability versus Social Profitability: kvaluating Indusiries with Fxternalities, The
Case of Casinos, 22 MANAGERIAL & DEC. ECON. 143, 153 (2001) [hereinafter The Case of
Casinos]. This 3:1 ratio has been the ratio for many years. See, e.g., The National Impaci of
Casino Gambling Proliferation: Hearing before the House Comm. on Small Business, 103d
Cong., 2d Sess. 77-81 & nn. 9, 12 (1994).

For the definitive book in these issue areas, se¢ EARL L. GRINOLS, GAMBLING IN
AMERICA: COSTS AND BENEFITS (Cambridge Univ. Press 2004). For summaries and tables of the
major studies of the socio-economic harms, see John W. Kindt, The Costs of Addicted Gamblers:
Should the States Initiate Mega-Lawsuits Similar to the Tobacco Cases?, 22 MANAGERIAL &
Duc. ECoN. 17, 44-63, App. Tables A1-A14 (2001) [hereinafter Mega-Lawsuits]. See also,
NGISC FINAL REPORT, infra, chap. 4. For a summary of the socio-economic costs of gambling
activities as presented to Congress, see Testimony and Prepared Statement of Professor John
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Warren Kindt, Before the U.S. House of Representatives Comm. on Resources, 109th Cong., 1st
Sess., Apr. 27, 2005 (App. Tables).

In the case of concentrated and multiple electronic gambling devices (EGDs), such as in
casinos and racinos (i.e., EGDs at racetracks), the “accessibility” and new “acceptability” (i.e.,
legalization) to the public dictates that the new pathological (i.e., addicted) gamblers will double
from approximately 1.0 percent of the public, increasing to 2 percent. Similarly, the new
problem gamblers will double from approximately 2 percent of the public, increasing to 4
percent. When the category is specifically focused on teens and young adults, these rates are
virtually doubled again to between 4 percent to 8 percent combined pathological and problem
gamblers. See e.g., Durand F. Jacobs, lilegal and Undocumenied: A Review of Teenage
Gambling and the Plight of Children of Problem Gamblers in America, in COMPULSIVLE
GAMBLING: THEORY, RESEARCH, AND PRACTICR 249 (1989).

These “doubling increases” have reportedly occurred within the gambling facilities’
“feeder markets.” NGISC FINAL RUPORT, infra, at 4-4 (50-mile feeder markets); John W. Kindt,
Diminishing or Negating the Multiplier Effect: The Transfer of Consumer Dollars (o Legalized
Gambling: Should a Negative Socio-Economic “Crime Multiplier " be Included in Gambling
Cost/Benefit Analyses?, 2003 MiciL. STATE DCLL. Rrv. 281, 312-13 App. (2003) (35-mile
feeder markets) [hereinafter Crime Multiplier]; John Welte, St. Univ. N.Y. at Buffalo, 2004
Study (10-mile feeder markets).

Gambling activities via cyberspace and particularly via the Internet eliminate the radial
feeder markets around the casino EGDs and maximize the accessibility and acceptability factors
for gambling (and concomitant social negatives) by placing EGDs on every cell phone, at every
social media site, and at every school desk. Children, teens, and young adults conditioned by the
Nintendo phenomenon are already demonstrating double the pathological and problem gambling
rates of the older adult populations who matured without video games and without the accessible
legalized gambling venues. Jacobs, infra.

Accordingly, the 1999 U.S. National Gambling Impact Study Commission recommended
that there be no legalization of Internet gambling and that the U.S. laws criminalizing gambling
over the wires be strengthened (see 18 U.S.C. § 1084, the “Wire Act”). The Commission also de
facto recommended that the laws criminalizing Internet gambling be redrafted to eliminate any
ambiguities and to establish a virtual ban on gambling in cyberspace. NGISC FINAL RuPORT,
infra, recs. 5.1-5.4. The U.S. 1999 Gambling Commission also highlighted that EGDs were
commonly referenced by the psychological community as the crack cocaine of creating new
addicted gamblers. See, e.g., NGISC FINAL REPORT, #ifra, at 5-5; V. Novak, They Call it Video
Crack, Timi, June 1, 1998, at 58. The Commission reported testimony that Internet gambling
magnifies gambling addiction.

Irreparable harm as a result of advertising Internet gambling devolves from the
phenomenon that there are large increases in the numbers of pathological and problem gamblers
once EGD gambling becomes accessible and acceptable. The legalization of new gambling
venues since 1990 and the addictive nature of gambling have led to substantial increases in the
numbers of Gamblers Anonymous groups, which are modeled after Alcoholics Anonymous
groups.

Gambling industry spokespersons have frequently referred to Internet gambling as the
“killer application” (a.k.a. “killer app”) of Internet technology because Internet gambling is crack
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cocaine to addicting new gamblers and because the feeder market is every living room, work
station, and school desk. For a summary table showing the various studies reporting the
disproportionate revenues which various types of legalized gambling take from pathological and
problem gamblers, see Mega-Lawsuits, infra, at 25, Table 1 (compiled by Professor Henry
Lesieur).

Increasing numbers of experts and clinicians studying pathological gambling have
reported that when a new person is “once hooked” they are “hooked for life.” See, e.g.,
Mindsort, Colorado Lottery 1996. The salient points are that: (1) these are new pathological
gamblers, and (2) these gamblers may be addicted for life (although in remission in many cases).
A fortiori, gambling via cyberspace and particularly via the Internet intensifies these problems—
a substantial number of which will be irreparable, especially when interfaced with children,
teens, and young adults. See, e.g., David P. Phillips, et al., Flevated Suicide Levels Associated
with Legalized Gambling, 27 SuiCIDL & LiiL-THREATENING BLLIAV. 373, 376-77, & Table 3
(1997).

F. Big Government Gambling Cheats Consumers: Are Flecironic Games and Slots “Fair”?

1. Tssues have arisen involving how “electronic gambling machines” (e.g., electronic
slots) are programmed and whether the astronomical odds are “fair” to patrons.

John W. Kindt, “7he Insiders” for Gambling Lawsuits: Are the Games “Iair”
and Will Casinos and Gambling Facilities be Fasy {argets for Blueprints for
RICO and Other Causes of Action?, 55 MERCER L. REV. 529-593 (2004) (lead
article). See also, John W. Kindt, Subpoenaing Information from the

Gambling tndustry: Will the Discovery Process in Civil Lawsuits Reveal Hidden
Violations Including the Racketeer Influenced and Corrupt Organizations Act?,
82 OREGON L. REV. 221-294 (2003) (lead article).

2. Coupled with pandemic regulatory failures, these issues of “faimess” are increasingly
problematic for the public’s perceptions of gambling.

See,e.g., The Failure io Regulate Gambling, infra; Follow the Money, infra.

G. The Feeder Markel Impacts of Internet Gambling Are Subsiantial

The FINAL REPORT of the Congressional 1999 National Gambling Impact Study
Commission called for a moratorium on the expansion of any type of gambling anywhere in the
United States. Although tactfully worded, the National Gambling Commission also called for
the continued prohibition of Internet gambling and the re-criminalization of various types of
gambling, particularly slot machines convenient to the public.

Some of the negative impacts of casinos, electronic slot machines, and Intermet gambling
are detailed in the appendix to the article, Diminishing Or Negating The Multiplier Lifect: The
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Transfer of Consumer Dollars to Legalized Gambling: Should a Negative Socio-Iiconomic
“Crime Multiplier” be Included in Gambling Cost/Benefit Analyses?, 2003 Mici1 ST. DCL L.
REV. 281-313 (lead article).

In his classic book entitled ECONOMICS, Nobel-Prize laureate Paul Samuelson
summarized the economics involved in gambling activities as follows:

There is ... a substantial economic case to be made against gambling. First, it

involves simply sterile transfers of money or goods between individuals, creating no new
money or goods. Although it creates no output, gambling does nevertheless absorb time
and resources. When pursued beyond the limits of recreation, where the main purpose is
after all to “kill” time, gambling subtracts from the national income. PAUL SAMULLSON,
Economics 425 (10th ed. 1976) (emphasis original). See also, id., subsequent

editions, et seq.

The second economic disadvantage of gambling is the fact that it tends to promote frequality and
instability of incomes.” Id. at 425 (emphasis original). Furthermore, Professor Samuelson
observed that “[jJust as Malthus saw the law of diminishing returns as underlying his theory of
population, so is the ‘law of diminishing marginal utility’ used by many economists to condemn
professional gambling.” Id. at 425.

H. Strategic Solution to Eliminate Internet Gambling Problems and Other Gambling
Problems: Transform Gambling Facilities into Fducational and Practical Technology
Facilities: Stabilizing International I'inancial Institutions

Instead of legalizing a casino/slot machine establishment at a failing racetrack in 1997,
the Nebraska legislature bulldozed the racetrack and made it into an extension of the University
of Nebraska at Omaha (UNO) and a high-tech office park. Ironically, the proposed casino site is
now the home of the new UNO College of Business and has attracted close to $.5 billion in
commercial developments. See, e.g., John W. Kindt, Would Re-Criminalizing U.S. Gambling
Pump-Prime the Fconomy and Could U.S. Gambling Facilities Be Transformed into Fducational
and High-Tech Facilities? Will the Legal Discovery of Gambling Companies’ Secrets Confirm
Research Issues? 8 STANFORD J.L., BUS, & FIN. 169-212 (2003) (lead article).

As pro-gambling interests have courted Nebraska they have been repeatedly rebuffed by
the academic community, which was exemplified in one instance by 40 economists publicly
rejecting new gambling proposals that would “cannibalize” the consumer economy. Robert
Dorr, 40 Iiconomists Side Against More Gambling, Signers: Costs Likely Higher than Benefits,
OMALIA WORLD-HLRALD, Sept. 22, 1996, at B1.

Tn 2000-2001 the efforts of S.C. Governor David Beasley resulted in the de facto re-
criminalization of electronic slot machines throughout South Carolina. This re-criminalization
produced a noticeable decrease in crime and social problems—as well as an upswing in the
consumer economy and the economic multiplier effect.

On October 27, 2005, the Illinois House of Representatives voted 67 to 42 (with 7 voting
“present”) for the Senator Paul Simon memorial bill (as it is popularly referenced) to re-
criminalize the Illinois casinos via H.B. 1920, sponsored by Representative John Bradley.
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However, the companion Senate bill was procedurally killed by Governor Rod Blagojevich (who
is currently in prison for corruption).

Similarly, suggestions have been made to re-criminalize gambling facilities in other states
and transform the gambling facilities into educational and high-tech assets—instead of giving the
gambling owners tax breaks. On December 6, 2005, Pennsylvania Representative Paul Clymer
(with 32 cosponsors) introduced H.B. 2298 to re-criminalize the Pennsylvania casinos.

In another example during February 2015, the Idaho Senate voted to recriminalize instant
electronic racing machines.

Casinos and gambling parlors would generally be compatible with transformations into
educational and high-tech resources. For example, the hotels and dining facilities could be
natural dormitory facilities. Historically, facilities built for short-term events, such as various
World’s Fair Expositions, the 1996 Olympic Village (converted to facilities for the Georgia
University system), and other public events have been transformed into educational and research
facilities.

Socio-economic history demonstrates that the eventual strategic solution to U.S. and
international gambling problems is to re-criminalize gambling for economic security and to
transform gambling facilities into educational and practical technology facilities.

1. Conclusion: The U.S. Should Reinstate the Ban on Internet Gambling and Fncourage
Other Countries to Lmulate the U.S. Ban

The immediate strategic solution to eliminate or curtail many of the problems caused by
gambling activities is a total U.S. ban on Internet gambling activities.

Internet gambling shrinks the consumer economy and destroys consumer confidence by
promoting a ubiquitous gambling philosophy.

If the U.S. permits Internet gambling to expand, dubious parties will tout the U.S.
imprimatur—empowering those parties to create a queue of speculative bubbles that could
collapse already fragile financial systems and destabilize essential international economic
security.

Governments cannot gamble their way to prosperity. However, via financial instruments
predicated on vacuous gambling activities, governments can destabilize and depress their
economies and budgets.

Page 12
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Mr. CHAFFETZ. Thank you.
Mr. Bernal, you are recognized for 5 minutes.

TESTIMONY OF LES BERNAL, NATIONAL DIRECTOR,
STOP PREDATORY GAMBLING (SPG)

Mr. BERNAL. Hello. My name is Les Bernal, and I am the Na-
tional Director of Stop Predatory Gambling. Our focus is govern-
ment-sponsored gambling, whether it is casinos, state lotteries,
tribal casinos, or the topic of today’s hearing, which is Internet
gambling.

Government-sponsored gambling is playing a major role in the
rising unfairness and inequality in American life, and it is directly
impacting the lives of your constituents in your district.

Up until about 10 years ago, for me, government-sponsored gam-
bling was like the paint on the wall. It was just there. I never ques-
tioned it. But when you finally stop to look at it, you can’t avoid
the obvious evidence that this public policy is contributing to the
unfairness and inequality in our country, which has been consid-
ered one of the defining issues of our time by leaders from across
the political spectrum.

Banning the practice of states sponsoring Internet gambling,
which the bill before you would do, is part of the foundation of any
serious effort toward reversing this rising inequality in our coun-
try.

One important job of the Federal Government is to ensure that
every state gives every citizen equal protections under the law. Yet,
at this moment in history, state governments across the United
States are blatantly, blatantly cheating and exploiting their own
citizens, infringing on the rights of millions of Americans through
the extreme forms of gambling they sponsor and market to our
communities. Many of these state-sponsored games, especially elec-
tronic gambling machines, are designed mathematically so users
are certain to lose their money the longer they play. At the same
time, these games are literally designed so citizens can’t stop using
them. They are exploiting aspects of human psychology and induc-
ing irrational behavior.

Citizens, your constituents, aren’t demanding these extreme
forms of gambling. No one is pounding the table for this in your
district. In partnership with commercial gambling operators, states
are forcing these gambling games onto the public. The most recent
poll of New Jersey voters found that 57 percent, 57 percent opposed
online gambling, and only 32 percent approved. This is after, after
their state government began sponsoring online gambling in 2013.

So if not for the Federal Government, who will step in to protect
the rights of individuals, your constituents, against these blatantly
dishonest practices that are contributing to inequality and being
done by an active predatory state?

People are and should remain free to wager money and to play
games of chance for money. But while citizens have every right to
engage in a financially damaging activity, the government has no
business encouraging them to do it.

In most of your congressional districts, 5 percent of your district,
5 percent of your district, about 35,000 of your constituents have
been turned upside-down by gambling, most of which was spon-
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sored by state government. This figure does not account for the re-
ality that each of these citizens has at least one or two people close
to them whose lives are also upended because of this public policy.

There is no debate that the financial losses of these individuals,
these people being harmed by this public policy, they make up the
majority of the revenue taken by state-sponsored casinos and lot-
teries. Millions of men and women and their families have sac-
rificed and hurt so much to provide these needed revenues to
American government. But no one has ever thanked them for their
service. There are no parades with fluttering American flags in the
breeze, no yellow ribbons. Our country simply renders these people
as failures.

Banning state-sponsored Internet gambling also creates more
fairness for the two-thirds of your constituents who almost never
use government-sponsored gambling. Because of this public policy,
they are paying higher taxes for less services. State-sponsored casi-
nos and lotteries have proven to be a failed source of government
revenue, and they haven’t delivered on their famous promises to
fund education, lower taxes, or to pay for needed public services.

The evidence is clear that state-run gambling operations add to
rather than ease long-term budget problems for states. Internet
gambling sponsored by government will only make it worse. That
is why state-sponsored gambling is the symbol of anti-reform politi-
cians across the United States, regardless of party.

“No taxation without representation” was one of America’s found-
ing principles. After 40 years of state governments using lotteries
and casinos to prey on their own citizens, to extract as much money
as possible, the time has come to add the principle of “no taxation
by exploitation” beneath it.

Thank you.

[The prepared statement of Mr. Bernal follows:]
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I.G.T. artist if he ever plays, he acted as if T had insulted him. ”Slots are for losers,” he spat, and
then, coming to his senses, begged me to consider that an off-the-record comment.™

“Slots are for losers.” The key issue here is this is something sponsored by state governments.
States sometimes conduct casino border wars, positioning new facilities to poach revenue from
their neighbors. This has little to do with limited government or free markets This is a
government program.

Then as T started digging deeper into this public policy, I realized that slot maker’s harsh but
revealing candor about the “losers” could easily be said about most other forms of government-
sponsored gambling like lottery scratch tickets and now, interet gambling, a practice that HR.
707 would help to stop.

Who are these “losers?” They are your constituents.

‘What This Issue Is Nof

Before talking about how this bill helps the “losers” in your district, I want to discuss what the
issue of government-sponsored internet gambling is #of about.

The national discussion should be fueled by facts about this public policy, as opposed to the tired
stereotypes sold by those groups with their own financial self-interest. 1 will briefly focus on two
of the stereotypes pushed by those who lobby for America’s casino and lottery operators. The
first is the notion that the practice of government-sponsored internet gambling is a “states rights”
issue. The second is the manufactured line that “prohibition never works,” an attempt to cast the
ban on internet gambling in the shadow of the Prohibition era when people could not drink
alcohol legally.

“States Rights:” State governments should be allowed to force casino gambling and
lottery games into every bedroom, dorm room and smart phone in their
communnities, with the sole purpose of extracting more money, even though a strong
majority of individuals in states don 't want it.

One can only crack a smile at the recent approach of America’s gambling interests who are now
claiming internet gambling is “a states rights” issue. For most of the last decade, many of these
same gambling interests have been lobbying to get the federal government fo sponsor and
promoie internet gambling. 2
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One important job of the federal government is to ensure that every state gives every citizen
equal protections under the law. Yet at this moment in history, state governments across the
United States are blatantly cheating and exploiting their own citizens, infringing on the rights of
millions of Americans through the extreme forms of gambling they sponsor and market.

Many of these state-sponsored gambling games, especially electronic gambling machines, are
designed mathematically so users are certain to lose their money the longer they play.® At the
same time, these games are literally designed so citizens cannot stop using them, exploiting
aspects of human psychology and inducing irrational and irresponsible behavior.*

Citizens are not demanding these extreme forms of gambling. States, in partnership with
commercial gambling operators, are forcing these gambling games onto the public. The most
recent statewide survey of New Jersey registered voters from Fairleigh Dickinson University’s
PublicMind found that 57 percent opposed legalized online gambling, and only 32 percent
approved. (New Jersey state government began sponsoring online gambling in 2013.) According
to the summary of the survey:

The university’s research group has asked this question repeatedly over the years, and the
current findings represent a decline in favor from those in March 2013. At that time, 41
percent favored online gambling and 46 percent said they were opposed.

“The public’s attitude was, for several years, warming up to online gambling,” said Krista
Jenkins, director of PublicMind and professor of political science. “But there has been a
clear change in direction, now that the practice has actually been legalized. Part of the
public has always shown deep reluctance to make gambling so accessible in their own
homes. Now that it is in fact legal, they may be more concerned than ever.””

If not the federal government, who will step in to protect the rights of individuals against these
practices by an active, predatory state?

“No taxation without representation” was one of America’s founding principles. After 40 years
of state governments using lotteries and casinos to prey on their own citizens to extract as much
money as possible, the time has come to add the principle of “No taxation by exploitation”
beneath it.
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“Prohibition doesn’t work”....except when it does

With the zeal of a teetotaler, there is one memorable and telling trait that those gambling
operators who employ the “Prohibition doesn’t work™ message have in common: they don’t
gamble. Despite reaping billions of dollars from the have-nots in America, nearly every major
casino operator, including Steve Wynné, Jim Murren’, CEO of MGM, Sheldon Adelson of Las
Vegas Sands,® and Gary Loveman® of Caesars, kardly ever gamble themselves. !

Why have for-profit gambling operations traditionally been illegal in states? They were illegal
because states had strict laws and often constitutional prohibitions against the cheating and
exploitation of their own citizens. For-profit gambling, doing it as a business, fits this category
because the games are controlled by a self-interested party whose only incentives are to entice
players to bet and to cause them to lose.

“The issue is partialily, ” the public intellectual David Blankenhorn succinctly described it. “The
house is not impartial in the matter of whether or how T gamble. Quite the contrary. Because its
goal is profit, not disinterested sponsorship of recreation, the house’s only interest in the matter
is causing me, in whatever ways it can, to place as many bets as possible and to lose as much
money as possible. And because that’s exactly and solely what the house wants, that’s typically
what the house gets.”11

The serious problem here is “the house” is state government. In their desire to extract more and
more money, the evidence is colossal and undeniable that state governments are willfully
injuring their own people, infringing on the individual rights of citizens.

The criminalization of for-profit lotteries and casino-style gambling was successfully practiced
for a large portion of American history. This does not mean illegal gambling was absent from
society, but public institutions did their best /o contair it. Gambling was mostly private and
local. Gambling operators were not continually advertising on all the major forms of media of
the day. No one was sending “$50 of free slot machine play” coupons to the homes of citizens.
Tens of millions of low income Americans were not deceived into believing the best way to
accumulate wealth was to spend their money on rigged lottery games, like they do today, thanks
to government-sponsored gambling.'?
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Is it the government's job to prohibit whether people want to gamble?

People are, and should remain, free to wager money and to play games of chance for money.
While citizens have every right to engage in a financially damaging activity, the government has
no business encouraging them. Government, in this case, is not merely permitting private,
consensual behavior. 1t is granting monopolies and awarding regulatory advantages to favored
firms.

The willtully misleading cry for “regulation” by those who would gain the privilege of such a
monopoly begs this question: if the illegal online gambling operators supposedly cannot be
controlled, how can you control and regulate the ones you license? If you can't shut out the
illegal operators, how would you possibly shut down licensed operators who don't follow the
rules?

That is why for anyone thinking that illegal internet gambling will be reduced if states sponsor it,
think again. Whether it is lotteries, casinos or internet gambling, there is no evidence from any
Jjurisdiction that illegal gambling has gone down after states began sponsoring gambling.

How H.R. 707 Helps the “Losers” in Y our District

Banning the practice of government-sponsored internet gambling helps your constituents in at
least three important ways. It:

1) Reduces unfairness and inequality in the communities you represent
2) Helps the youth in your district

3) Improves your state’s financial condition, reducing pressure to raise taxes

1) Stopping states from sponsoring internet gambling reduces unfairness and inequality in
the communities you represent

Any serious effort to improve fairness and equality for every American must include addressing
the policies and practices that cripple such efforts. Government-sponsorship of casinos and
lotteries is one of these polices. A mounting pile of independent evidence confirms that it is
harming health, draining wealth from people in the lower ranks of the income distribution, and
contributing to economic inequality. B The policy exists only because policy makers want it to
exist.
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In most of your congressional districts, about 35,000 of your constituents- 5% of your district —
have been turned upside down by gambling, most of which was sponsored by siate government.**
This figure does not account for the reality that each gambling addict has at least 1-2 people
close to them whose lives are also upended because of this policy.

Millions of men and women and their families have sacrificed and hurt so much to provide
needed revenues to American government, but no one has ever thanked them for their “service.”
There are no parades with fluttering American flags in the breeze. No yellow ribbons. Our
country simply renders them failures. Or in the words of the IGT employee, “the losers.”

The majority of the revenue stream for state-sponsored casinos and lotteries hinges
on the financial losses from the individuals being harmed by this policy

Over the last decade there are 11 different independent studies that show 40%-60% of electronic
gambling machine profits come from citizens who have become addicted to using the
machines.* Despite all the public relations by gambling interests to the contrary, the percentage
of gambling revenue that comes from people who follow “responsible gambling codes of
conduct” — people who can be described as casual gamblers - is virrually irrelevant to their
profits. A Canadian study, reported in MIT Professor Natasha Schull’s book Addiction By
Design, found 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,” said Tracy Schrans, an author of that Canadian study, in a 2006 radio
interview. "If responsible gambling were successful then the industry would probably shut down
for lack of income.""’

The same predatory business model is true for state lotteries. According to The New York Times,
10 percent to 15 percent of all players account for up to 80 percent of sales."® Allowing state
governments to continue this blatant exploitation by allowing them to sponsor internet gambling
into people’s homes and smart phones dramatically intensifies the financial damage they are
inflicting on citizens.
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“But aren’t we at least helping Native Americans?”

Tribal casinos have contributed to the rising unfairness and inequality in our country. For more
than 25 years, the casino lobby has told the American people that casinos are the engine to help
Native American tribes prosper. It was an act of Congress, the Indian Gaming Regulatory Act
passed in 1988, that kicked the practice of predatory gambling into high gear across the country.
Yet recently The Fconomist, the world’s leading international magazine, spotlighted the latest
evidence how casinos have been a failed experiment. Casinos have actually made tribal members
poorer, according to a new study in the American [ndian L.aw Journal showing that growing
tribal gambling revenues can make poverty worse.”” The study looked at two dozen tribes in the
Pacific Northwest between 2000 and 2010, During that time, casinos owned by those tribes
doubled their total annual take in real terms, to $2.7 billion. Yet the tribes’ poverty rate rose from
25% t0 29%.% Some tribes did worse: among the Siletz poverty jumped from 21% to 37%.

2) Stopping states from sponsoring internet gambling helps the youth in your district

The future of lotteries and casinos sponsored by state governments hinges on luring kids to
develop a gambling habit. No demographic is a bigger target for the gambling operators lobbying
for internet gambling than America’s youth. It’s well-established that the younger children start
gambling, the more likely it is they will become habitual gamblers and also problem gamblers.*'
Internet gambling is especially addictive for youth who have grown up playing video games,
spending hours on their devices. By government sponsoring online gambling, it sets up an entire
generation of young people to become problem gamblers by making it omnipresent in everyday
life, even in their own homes.

Equally disturbing, there have been hundreds of reports in recent years of children who have
been abandoned while their parents gamble inside regional casinos. The Chicago Sun-Times
reported that within a two-year period in lllinois alone, 85 kids were left neglected in casino
parking lots. 2 They are not simply the victims of “bad parents.” Often, these parents have had
no prior issues with state child protection service programs. The lure of the extreme forms of
gambling promoted by state government is so powerful that it leads many parents and other
guardians of children to act so irrationally that they leave their kids behind, alone, for hours in
casino parking lots, hotel rooms and homes. How often does a local movie cinema in your
district have incidences of children being left behind in the cinema parking lot while the mother
or father is inside the theater watching a movie? Very rarely, if ever. If this is commonly
happening with brick-and-mortar casinos, what happens to all these kids, and thousands more
like them, if we allow state government to run casinos on the internet inside people’s homes, 24
hours a day?
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3) Stopping states from sponsoring internet gambling improves your state’s financial
condition, reducing pressure to raise taxes

State sponsored gambling is the symbol of anti-reform politicians across the United States.
Instead of providing solutions to their state’s problems, these politicians passed the buck on
difficult fiscal choices by promoting the biggest budget gimmick there is: government-sponsored
gambling.

Casinos and lotteries have proven to be a failed source of government revenue and have not
delivered on their promises to fund education, lower taxes, or pay for needed public services.
States generally expand gambling operations when tax revenues are depressed by a weak
economy, or to pay for new spending programs. Yet income from casinos and lotteries does not
tend to grow over time as rapidly as general tax revenue. Expenditures on education and other
programs will generally grow more rapidly than gambling revenue over time. Thus, new
gambling operations that are intended to pay for normal increases in general state spending add
to, rather than ease, long-term budget imbalances.”

More troubling for taxpayers, gambling operators are not allowed to fail by the state. For
example, when casinos come up short, states usually provide new infusions of money, reduced
taxes, reduced funding for gambling addiction measures, or other concessions such as lifting
smoking bans and loss limits, in order to sustain revenues and profitability.”* Rhode Island,
Delaware, and New Jersey, to just name a few, have all recently taken special steps to help
casinos that might otherwise fail. Public tax dollars too often prop up gambling operators.

The push for more subsidies from taxpayers is going to intensify moving forward. of the 47
states with gambling revenue, 27 states reported declines over fiscal 2014 with nine states
reporting declines of more than 5 percent. > Allowing states to sponsor internet gambling will
only deepen this irreversible downward spiral.
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Conclusion

No strong nation has ever built prosperity on the foundations of personal debt, addiction, and the
steady expansion of "businesses” that produce no new wealth.

State governments have transformed gambling from a private and local activity into the public
voice of American government, such that ever-increasing appeals to gamble, and ever-expanding
opportunities to gamble, now constitute the main ways that our government communicates with
us on a daily basis.

The evidence is undeniable that this public policy is contributing to the rising unfairness and
inequality in our country, which has been cast as one of the defining issues of our times by
leaders from across the political spectrum. Banning the practice of states sponsoring internet
gambling is an integral step toward reversing this trend.

No citizen of America should be rendered a “loser” by his or her own government.
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Mr. CHAFFETZ. I thank the gentleman.
Mr. Fagan, you are now recognized for 5 minutes.

TESTIMONY OF MICHAEL K. FAGAN, ADJUNCT PROFESSOR OF
LAW AND COUNSEL-CONSULTANT, WASHINGTON UNIVER-
SITY SCHOOL OF LAW

Mr. FAGAN. We need to update and restore the Wire Act, and
particularly to undo the misinterpretation recently given to it by
the Department of Justice’s Office of Legal Counsel. The need for
a legislative fix I prefer to set out in the written testimony sub-
mitted to the Subcommittee. It is not greatly different from the lan-
guage in H.R. 707 and returns the Act to its proper scope, with a
few less exceptions and a bit more First Amendment protection.

Also in my written submission is an analysis of how and why the
Office of Legal Counsel’s December 2011 strained interpretation of
the Wire Act to preclude its application to non-sports gambling
communications is wrong substantively and was achieved via a
closed legislation-by-fiat process neither democratic nor sensible
given the change it portends for daily life in the United States.

Indeed, the 50-year understanding that the Wire Act applies to
both sports and non-sports wagering interstate communication was
the understanding that even the gambling industry had during
that largely pre-Internet period, as industry behavior shows. So
when the Office of Legal Counsel’s 2011 reinterpretation of the Act
became public, many wondered whether the opinion was either
careless or corrupt.

No matter. For present purposes, as a result, it was wrong both
as a matter of law and as a matter of policy. A restored, repaired
Wire Act will help states enforce their gambling laws whether the
state prohibits or authorizes intrastate gambling activities. This
kind of help is just as needed today as in 1961.

Organized crime, both traditional and non-traditional, and now
increasingly transnational, has long exploited and continues to ex-
ploit the evasive opportunities presented by conducting cross-bor-
der gambling operations. By unwisely cutting in half the utility of
the Wire Act as a tool in the prosecutor’s toolbox, the Office of
Legal Counsel opened a window for organized crime and others in-
tent on impoverishing Americans through illicit, commercially oper-
ated gambling enterprises, whether via the numbers racket, lot-
teries, bolita virtual card games, slots, or any of the myriad cre-
ative ways con men and sharp operators use non-sports gambling
:cio generate revenue from gangs designed to exploit and even ad-

ict.

The money laundering utility of gambling enterprises, long
known but hard to investigate in brick-and-mortar settings, be-
comes all the more difficult to defeat when Internet-based gambling
moves funds and obfuscates records at the speed of light. Of even
more serious concern, law enforcement and intelligence analysts
have seen online gambling sites, sites which by their nature are
interstate and international in scope, being used as terrorist fi-
nancing vehicles, places to clandestinely store and transmit funds.

Terrorism-related convictions in the United Kingdom of Tariq ad
Daour and two associates who used Internet gambling to facilitate
terrorism conduct and planning a few years ago only hint at the
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dozens of classified and non-classified investigations that U.S.,
U.K., and Canadian authorities have made under the exploitation
of gambling websites to finance terrorism.

More recently, terrorists in Afghanistan have been using illegal
gambling sites to move their money as well, reports Janes Advisory
Services. It is no wonder that the Federal Criminal Investigators
Association supports legislation to return the Wire Act to its origi-
nal scope and opposes any carve-out that would weaken its protec-
tions and further enable criminal and terrorist activity. Without a
restored Wire Act, there is not adequate legal framework for law
enforcement to shut down substantial illegal interstate gambling
activities.

Relatedly, the present inability to use the Wire Act in cases of
non-sports gambling further denies millions of Americans the effi-
cient recourse of sentencing-based restitution when they become
victims of fraud or other gambling-based criminal conduct con-
ducted by illegal cross-border enterprises.

Those who dream that it’s possible to regulate and tax this sup-
posedly well-monitored interstate system of online gambling are
just that, dreamers. I can tell you with the certainty of a person
who has been there, done that, that there is no way the Federal
Government or any individual or combination of state governments
can expand to the degree necessary to effectively police and regu-
late the scale of Internet gambling, multiple millions of trans-
actions involving billions of lines of code in malleable, disguisable
formats with anonymizing and proxy tools readily available with
easily disguised traditional and evolving collusive behaviors. For
example, Meerkat-type video streaming over Twitter service will al-
ways give collusion teams a leg up.

Remote access and control of computers in a jurisdiction where
intrastate gambling is allowed will defeat geolocation and geo-fenc-
ing, and it is fairly trivial to leverage the Tor network to obfuscate
the original IP address of a client, whether it is a laptop, a phone,
a tablet, et cetera.

All this means no police force or regulatory body will be big
enough, trained enough, or funded enough to keep criminals and
terrorists from using institutionalized online interstate gambling to
their advantage.

I see my time has run out.

[The prepared statement of Mr. Fagan follows:]
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Written Statement of Michael K. Fagan
Adjunet Professor of Law and Counsel-Consultant

March 25, 2015

The Committee on the Judiciary’s Subcommittee
on
Crime, Terrorism, Homeland Security, and Investigations
Hearing on H.R. 707,
the
Restoration of America’s Wire Act

To the Honorable Bob Goodlatte, Chairman, U.S. House Committee on the Judiciary,
the Subcommittee on Crime, Terrorism, Homeland Security, and Investigations,
and the Honorable Members and staff of the Subcommittee:

As a private citizen having probably-unique and specialized experience, background, and
training concerning the issues raised by Internet gambling, T am pleased to submit testimony in
this Subcommittee’s hearing entitled “H.R. 707, the Restoration of America’s Wire Act.” The
Subcommittee’s time constraints may limit the details 1 might otherwise be able to provide on
this issue; however, via the contact information on the letterhead of this document I remain
available to the Subcommittee for further consultation and/or expansion of these remarks. By
way of my background, T have attached at the end of this document a “biographic blurb” which
at times has been used when T have given speeches or conducted training.

In sum, I served my state and nation for approximately thirty years as a prosecutor of felons,
including money-launderers and racketeers, with the greatest portion (25 years) of that time
being an Assistant U.S. Attorney for the Eastern District of Missouri. Post-9/11, 1 was selected to
head our District’s anti-terrorism efforts and did so for six-and-a-half years, leaming about and
overseeing investigations concerning terrorist financing methods. Presently, I do
consulting/advisory work for, and train, governmental bodies and corporations on a wide variety
of topics, as described on my letterhead, above. 1 am neither a Democrat nor a Republican, but
an apolitical independent (with a small “i”).

As the career federal prosecutor once responsible, with more-talented others, for the most, and
the most successful, enterprise-based prosecutions and forfeitures of illegal unregulated
commercial Internet gambling enterprises, their operators, and their facilitators, 1 have thought
long and hard about the costs and benefits associated with Internet gambling,

Business applications of the Internet have been both positive and negative. On the negative side,
Internet commerce has often been characterized as destroying or, at least, significantly and
adversely changing previously well-established trades (look what’s happened to, e.g.,
newspapers, bookstores, broadcast radio, CD stores, the postal service). Bricks-and-mortar
casino and poker room operators vary on whether they’ll survive, shrink, or prosper if online
gambling expands in the U.S. Facing the efficiencies and 24/7/365 availability of expanded
Internet gambling, would these offline casino and poker room operators fare the same as, worse
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than, or better than newspapers/bookstores/radio/CD stores/the postal service? Should we care
about the real-world casino operators and their employees versus Internet-based gambling
enterprises’ far fewer and boilerroom-type low-paid employees? If maximizing the number of
jobs for persons employed in the commercial gambling industry is the sole criterion, any
legislation that increases Internet gambling’s availability would seem extremely unwise. Some
predict that Internet gambling may initially help drive a small segment (8-10%) of Internet
gamblers to visit and use actual casinos, but ten or so years ago people thought access to
information on the Internet would drive people to increased reliance on newspapers, too—and
look how that’s turned out.

Of course, the more important question is how would “We, The People” fare? What is the likely
answer to that question, informed by independent (non-industry-funded, non-religious-affiliated)
academic studies? At least at the state level, why do legislators frequently seem to ignore,
disregard, or unrealistically discount the costs imposed by commercial gambling and accept pro-
commercial gambling advocates’ rosy estimates of revenue? (These studies consistently show
that for every dollar of tax revenue generated by legal commercial gambling, approximately
three dollars are incurred in direct and indirect economic costs—not to mention the largely non-
quantifiable human costs.) And, apart from the academic studies, what does experience and
history tell us about the likelihood of crime flowing from or being facilitated by an Internet-
fueled increase in online gambling?

As one of the few persons who’ve been as deep as one can be in monitoring, investigating, and
prosecuting Internet gambling, T know there is no way that the federal government, or any
individual or combination of state governments, can expand to the degree necessary to
effectively police and regulate the likely scale of legalized Internet casino, poker, and/or
sportsbook gambling (i.¢., there will be millions of data transactions—informational and
financial--involving billions of lines of code in malleable, disguisable formats with anonymizing
and proxy tools readily available, use of manipulative techniques and subliminal messages, as
well as easily-disguised traditional and electronic collusive and corrupting behaviors).
Realistically: No police force/regulatory body will be big enough/skilled enough/funded enough.

Despite this truth, in December 2011, an opinion issued by the U.S. Department of Justice’s
Office of Legal Counsel (OLC) gutted a major aspect of a federal statute, 18 U.S.C. §1084
(commonly known as the “Wire Act,” or the “Wire Wager Act”). In a lengthy addendum to this
wiritten testimony (see, Addendum, at p. 14, infra), a detailed analysis of that OLC memorandum
establishes (1) that its” conclusion (that the Wire Act applies only to sports gambling) is as likely
mistaken, or worse, than correct, and (ii) that the OLC memo seemingly is the product of
someone trying to find a reason to allow online gambling’s expansion rather than to discern and
implement Congress’ sensible and comprehensive scheme from 1961 to preclude organized
crime from all types of'illegal gambling-generated funds, not just funds generated from illegal
sports bookmaking.
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Passing a law to restore (“fix”) the Wire Act, which was broken by the DOJ reinterpretation,
would help fight crime and limit economically non-productive and personally-destructive
behavior; yet, today Internet gambling proponents seek to use HR. 707 and this legislative
process to tix something not broken, by adding a legislative carve-out to authorize online poker-
based gambling. Of course, no one presently is barred in the United States from playing poker
online—they just can’t legally gamble on it for money or other assets of value through a
gambling business—or couldn’t, under the historic and correct interpretation of Wire Act.
People could always, however, play poker online without wagering assets or, if wager they must,
they can wager valueless points, for example, and still entertain themselves, compete, sharpen
skills, and gain prestige as superior players. Thus, any online poker carve-out language sought to
be included in the present version of the bill is, in truth, #0f to enable online poker but to enable
online gambling.

This is a strategic purpose of the commercial gambling industry, and it underlies this push for
legalized online poker. That becomes clear when the effort is examined in light of the industry’s
behavior over time. In 1988, Congress passed the Indian Gaming “Regulatory” Act —in the lame
duck year of President Reagan’s second term — and by which many members of Congress were
led to believe they were supporting small tribal bingo parlors and card clubs in rural areas of the
country. In reality, IGRA was the starting gun for the massive and unrelenting wave of casino
gambling that has spread across most states.

Because of the purposely vague way the proponents of IGRA defined the various forms of
gambling permitted under the law, casino interests pushed the scope of the law to proportions
never intended by Congress. While nearly every state has its own story about the failure of
IGRA, Connecticut’s may be Exhibit A. Anxious to take advantage of the state’s position
between the metro New York and Boston population centers, gambling interests used IGRA to
build two of the biggest casinos in the world, hijacking the state’s “Las Vegas Night” law which
had allowed charities to conduct occasional social, small stakes gambling nights for fundraising
purposes. Boston Globe Magazine, Charlie Pierce. “High Stakes.” July 30, 2006,
http://www.boston.com/news/globe/magazine/articles/2006/07/30/high _stakes/

Another highly-relevant historical example of the casino gambling lobby’s playbook in action is
“bingo.” Like “poker,” most would consider bingo a less extreme form of gambling. Yetina
deliberate effort to circumvent gambling laws, casino interests designed “electronic bingo
machines” which are virtually indistinguishable from casino-style slot machines and forced them
into states across the U.S. that permitted traditional bingo games. “Is It Bingo, Or A Slot
Machine?” Gambling and the Law, Prof. 1. Nelson Rose, Whittier Law School, 2002.
http://www.gamblingandthelaw.com/columns/90-82nigcregulations. html

Similar “slotification” of online poker is entirely predictable. This is especially concerning,
given that a line of studies found that “individuals who regularly played video gambling devices
became addicted three to four times more rapidly than other gamblers (in one year, versus three
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and a half years), even if they had regularly engaged in other forms of gambling in the past
without problems.” Natasha Dow Schull, in Addiction by Design, infra.

Internet poker casinos presently represent a minor portion of the casino business, largely because
the house collects a small part (the “rake”) of each pot. For example, live poker in Nevada makes
only a tiny piece of overall gambling revenue. The major profits to be had are in online slots
which make up 65%-80% of all gambling traffic. Card Player, December 3, 2012.

http:/rwww cardplaver.com/poker-news/14556-commercial-casinos-in-full-court-press-to-
iegalize-online-poker-during-lame-duck; Casino City Times, June 8, 2011. Legalizing internet
poker casinos is simply to build the framework for casino interests to bring in online slots. This
Trojan Horse strategy must be seen for what it is—the commercial gambling industry’s
historically-proven device for undermining informed majority rule.

In the single classic, comprehensive work studying electronic machine gambling, Addiction by
Design (Princeton U. Press 2012), MIT Professor Natasha Dow observed, at p. 296, that “It has
become commonplace in public discussions to hear that purveyors of commercial gambling,
along with the governments that draw taxes from them, have themselves become “addicted” to
gambling revenue....Some have gone so far as to enumerate the classic defense mechanisms of
addiction by which industry stakeholders, caught in the maximizing momentum of a drive for
revenues, rationalize their actions: “blaming others, belittling contrary viewpoints, disavowing
responsibility for negative outcomes, preferring to avoid conflict, and not tolerating straight talk,
honesty, or directness.” “[Governments] start chasing their losses just like the addict does.”
(citations omitted) That a deliberative body of the central government of the greatest nation on
earth would even consider stooping to so put its citizens at risk reflects a public-relations-firm-
driven acute misunderstanding of commercial gambling’s harms.

“[P]roblem gambling often presents as an acute disorder. Problems can emerge within a
relatively short period of time and the effects are often thought to extend to as many as,

10 to 15 people who have contact with the gambler, including spouse, children, parents,

and fellow gamblers, people stolen from, employers and employees.”” Johnson, infra, citing
Lesieur and Custer, “Pathological Gambling: Roots, Phases, and Treatment,” 148. Thus, it is
evident that gambling industry-supplied statistics (which already are known to significantly
misrepresent and understate the prevalence of problem and pathological gambling) typically fail
to report the true scope of harmful impact the industry causes: industry statistics fail to take into
account these “networks of misery” resulting from addicted gamblers’ behaviors—in that 10 to
15 people, beyond the gambler himself, are negatively impacted by industry-fostered addictive
behaviors (e.g., thefts, embezzlements, robberies, frauds, bankruptcies, suicides). “As an
independent governmental commission in Australia recently reported, ‘problem gambling
prevalence rates expressed as shares of the adult population are misleading measures of the real
risks when most of the adult population do not gamble regularly, or do not gamble at all.” Schull,
Natasha Dow, Addiction by Design, p.320, fn.58 (Princeton U. Press 2012).
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“[Blehavioral research case studies...have indicated that a relationship exists between

insiders conducting fraud and embezzlement, and addiction to gambling or pain

prescription medication.” Johnson, Paul R., “Trusted Insiders are Committing Fraud and
Embezzlement within Organizations: Is There a Connection to Addiction, as the Motivating
Factor for Their Illegal Activities?,” Naval Post-Graduate School published thesis (July 2014), p.
5, citing Jay Albanese, “White Collar Crimes and Casino Gambling: Looking for Empirical
Links to Forgery, Embezzlement, and Fraud,” Crime, Law & Social Change 49, no. 5 (June
2008): 333-47; Virgil W. Peterson, “Why Honest People Steal,” Journal of Criminal Law and
Criminology 38, no. 2, art. 2 (1947): 94-103. Perhaps most

alarming is the frequency of trusted insiders conducting fraud and embezzlement within
government agencies to finance and support their addiction. Many of these trusted
government employees who have committed illegal activities have had access to sensitive
information concerning their particular municipalities, and in some cases, have had
access to some of this nation’s most guarded secrets and intelligence programs, which
when revealed compromises the reputation and integrity of their oaths of office, and
potentially, national security.

Johnson, id., at 5-6 (internal footnotes omitted). Examples Johnson’s study cites, at p.6, include:
Nolan Clay, “Ex-FBI Agent in Oklahoma Gets Six Months in Prison for Embezzling,”
NewsOK.com, accessed March 14, 2014, http://newsok.com/ex-fbi-agent-in-oklahoma-gets-six-
months-inprison-for-embezzling/article/3738422; Larry Lebowitz, “Ex-FBI Agent Sentenced to
Five Years in Prison,” Sun Sentinel, November 24, 1998, http:/articles.sun-sentinel.com/1998-
11-24/news/9811240441 1 sentence-sullivan-s-role-gambling-debts; Associated Press in
Washington, “U.S. Nuclear Commander Tim Giardina Fired Amid Gambling Investigation,” The
Guardian, October 9, 2013, htip//www.theguardian. com/world/2013/0ct/09/us-nuclear-

commander-tim-giardina-fired-amid-gambling-investigation. These shocking examples would

only become more frequent should Government give its imprimatur to online gambling,
including online poker.

Of course, these days prosecutors and criminal defense lawyers typically can tell multiple tales
of cases they’ve handled involving less newsworthy, but more frequent, crimes traceable to
problem and pathological gamblers. Rates of thefts, frauds, embezzlements, tax cheats,
burglaries, robberies (armed, some resulting in murder, and some otherwise), failures to provide
child support and alimony-type payments—all are boosted in varying ways by commercial
gambling-driven desperation and the gambling industry’s ethically-numb marketing. The
increase in the above-listed street-type crimes combines, of course, with Intemet gambling’s
established utility for money launderers and, now, terrorist financiers. These are not fanciful
concerns. FinCen recently had to send land-based casinos stern warnings about their repeated
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failures to comply with anti-money laundering measures (such as Bank Secrecy Act provisions
and regulatory reporting requirements). Even the biggest and well-funded U.S. gambling
operating companies have failed to develop effective compliance mechanisms, leading to their
being used to launder /zge amounts of illegal proceeds, primarily from illegal narcotics
trafficking.

Nothing suggests that Internet gambling operators would “do compliance” better and, indeed,
recent history suggests they would do worse—especially as some propose, as cost-saving
measures, to outsource to offshore operators various financial and bookkeeping functions. Lesser
amounts of funds than are generated by illegal drug trafficking, of course, are needed by
terrorists to conduct their operations, typically. These smaller amounts are easily conveyed and
disguised via online gambling accounts. Convictions have already occurred in the UK for
terrorists’ use of online gambling as a vehicle for funding, and multiple investigations in many
parts of the world continue, often in a classified setting, to find further evidence of terrorist
financiers’ reliance on online gambling. (That the Federal Criminal Investigators Association
recently endorsed passage of H.R. 707 (so long as it is without any provision which would
permit a carve-out for, say, online poker) is strong evidence that the experienced investigators
who develop evidence of money laundering and terrorist financing recognize the dangers posed
by online gambling and the need for the Wire Act’s restoration. (See, infra, the attached Feb. 27,
20135, letter from Richard Zehme, president of the Federal Criminal Investigators Association.)

It’s worth recognizing that online poker, like all forms of online gambling, necessarily takes the
form of “machine gambling” which, academic study has established, results in much faster
descent into pathological addiction (1.08 years, as compared to 3.58 years for non-machine
gambling). Breen & Zimmerman, Brown U. School of Medicine, Rapid Onset of Pathological
Gambling in Machine Gamblers, Journal of Gambling Studies, Vol. 18, No. 1, Spring 2002.
Indeed, practical experience bears out what independent academic studies establish:

Internet wagering is—or has the potential to be—the most concentrated, most habit-
engendering gambling environment known to humankind. I speak from
experience....[Apart from losing “roughly $50,000...”], I bore the additional expense of
lost time, lost pride, of disorientation and fear. Beginning—as addictions will—casually,
poker changed me, and before T dropped the first 10k T was dependent on the feelings it
delivered. I felt alive only when I was in action.”

Josh Axelrad, “Online gambling may be too powerful for regulation,”
guardian.co.uk/commentisfree/2011/apr/21/. Axelrad, a noted author, continues,

Regulations can’t make gambling safe. The people of Nevada—the American state with
the longest history of casino regulation—suffer from gambling-related pathologies at
nearly double the national rate. ... There’s no escaping the potential for harm. The peril is

7
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intrinsic to the pastime. .. Perhaps regulating and licensing casinos sends entirely the
wrong message. If gambling is inherently unsafe—and unsafe in unpredictable ways,
causing harm to some but not to others—perhaps the illusion of protection is the last
thing players need.

1d. Others’ experiences mirror Axelrad’s:

[Pleople don’t write about the ugly side of gambling.... | had sat around enough poker
tables to realize that none of the people you play with are really happy about it, especially
these guys who have been playing for a long period of time...[Y]ou see them slowly
deteriorate... By year two or three or four, you can see that if they somehow could stop,
they probably would. There’s no worse way to make several thousand dollars than
playing poker all the time.... You start to become numb to everything else that’s
happening in your life.... My job became meaningless. Ultimately, the relationship I was
in that time became kind of meaningless, too, because it didn’t compare to the fast life
that playing cards seemed to offer... .

Jay Caspian Kang, writer, in interview published on Nieman Storyboard, Nov. 12, 2010
hitp//niemanstorvboard. org/stories/jay-caspian-kang-gambling-narratives-interview/ (See, also,
Kang’s essay, The High Is Always the Pain and the Pain Is Always the High, at

htip.//www themorningnews. org/article/the-hi gh-is-alwavs-the-pain-and-the-pain-is-alwavs-the-
high}) (revealing the disturbing ease with which even literate, educated people succumb to
gambling addictions). And Kang was writing about in-person poker in bricks-and-mortar
settings; the risks of harm would only metastasize if legislation makes even more available the
astonishing speed, multiplicity of games, and ubiquity of online poker. Passing laws to further
enable commercial gambling’s already-rapid spread would ignore the import of recent published
research reflecting that compulsive gambling is already more common in the United States than
alcoholism. Welte, et al., Journal of Gambling Studies, April 2011, Research Institute on
Addictions, University of Buffalo.

Additionally, entwined with and driving increased gambling behavioral changes would be a
concurrent adverse environmental, quality-of-daily-life change in America: online poker
enterprises inevitably would heavily market their brands over TV and radio, in online and print
ads, on billboards and public buses, and on mobile devices, further shaping American behavior
toward unproductive economic activity. No Congressperson was elected to diminish the quality
of life in America, but that is precisely what would result from passing H.R. 707 with its present
online poker “carve out” language intact.

To paraphrase the writer, Mark Slouka, a Guggenheim Fellowship awardee:

If we lack the awareness to right the imbalance between the crassly commercial and the civic;
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If government’s role, in America and in its’ states, is no longer the business of producing the
kind of statesmen-and-women and the quality of civic life promoting traditional values of work
and dedication—not luck and chance—as the primary determinants of success and reward;

It’s in large part because the time-honored civic function of our governmental system has been
ground up, as if into a radioactive paste and called off-limits, a surrender to bankers and
investment managers and gambling syndicates, at the expense of quality of life and family
stability.

Is it any wonder then, that our governmental priorities should be determined more by business
leaders than by values leaders, or that the relationship between commercial gambling and
government should increasingly resemble the relationship between a company and its” suppliers?
Or that the “suppliers” (governments’ delivering citizens to an expanded commercial gambling
market) should seek to please commercial gambling management in any way possible, in order
to make the payroll?

But, perhaps, there’s still time to invest our capital in what makes us human, rather than as
commodities to be manipulated toward “maximum time on device,” toward “playing to
extinction.”

---that manipulation is the unstated goal of commercial gambling operators planning new
machine gambling via the Internet, with online poker serving as an entrée, as a “teaser;”

--It is beyond time to end the corrosive relationship by which government is in symbiosis
with commercial gambling. Social gambling, charity gambling, and tribal gambling are
plenty: after all, there’s no shortage of outlets for people to gamble; passing laws to
expand commercial gambling fills no shortage. Despite what the commercial gambling
interests will tell you, increasing efficiency in gambling need not be the end game:
enabling more efficient exploitation of citizens is nof why governments exist. It’s the
antithesis of the civic function of government.

Prove wrong the cynical view that many people have of Congress: promote and protect the
public welfare by passing H.R. 707 in a form that simply restores and clarifies the Wire Act’s
reach to that which was commonly understood for the fifty years before December 2011. This
can be readily accomplished by modifying H.R. 707 to follow the below suggestion. It’s that
simple.

18 U.S.C. §1084 presently reads:

(a) Whoever being engaged in the business of betting or wagering knowingly uses a wire
communication facility for the transmission in interstate or foreign commerce of bets or wagers
or information assisting in the placing of bets or wagers on any sporting event or contest, or for
the transmission of a wire communication which entitles the recipient to receive money or credit
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as a result of bets or wagers, or for information assisting in the placing of bets or wagers, shall be
fined under this title or imprisoned not more than two years, or both.

(b) Nothing in this section shall be construed to prevent the transmission in interstate or foreign
commerce of information for use in news reporting of sporting events or contests, or for the
transmission of information assisting in the placing of bets or wagers on a sporting event or
contest from a State or foreign country where betting on that sporting event or contest is legal
into a State or foreign country in which such betting is legal.

(c) Nothing contained in this section shall create immunity from criminal prosecution under any
laws of any State.

(d) When any common carrier, subject to the jurisdiction of the Federal Communications
Commission, is notified in writing by a Federal, State, or local law enforcement agency, acting
within its jurisdiction, that any facility furnished by it is being used or will be used for the
purpose of transmitting or receiving gambling information in interstate or foreign commerce in
violation of Federal, State or local law, it shall discontinue or refuse, the leasing, furnishing, or
maintaining of such facility, after reasonable notice to the subscriber, but no damages, penalty or
forfeiture, civil or criminal, shall be found against any common carrier for any act done in
compliance with any notice received from a law enforcement agency. Nothing in this section
shall be deemed to prejudice the right of any person affected thereby to secure an appropriate
determination, as otherwise provided by law, in a Federal court or in a State or local tribunal or
agency, that such facility should not be discontinued or removed, or should be restored.

(e) Asused in this section, the term “State” means a State of the United States, the District of
Columbia, the Commonwealth of Puerto Rico, or a commonwealth, territory or possession of the
United States.

Amending the above statute, minimally, to (1) correct the misinterpretation recently given
subparagraph (a) by the DOJ’s OLC; (2) to ensure the amendment does not impair First
Amendment reporting freedoms; and (3) to update the helpful remedial notice provision in
subparagraph (d), would result in the revised Wire Wager Act reading as follows (proposed
changes in bold typeface):

(a) Whoever, being engaged in the business of betting or wagering, knowingly uses a wire
communi