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B2012 HD2

RELATING TO CONSUMER PROTECTION.

Ticket Scalping; Circumvention of Online Ticket Purchase Processes;
Unfair and Deceptive Practices

Makes using software to circumvent online safeguards to purchase
event tickets for the purpose of scalping and selling or offering
event tickets for more than face value plus taxes and specified
service charges unfair and deceptive practices in the conduct of
trade or commerce. Imposes fines. Effective July 1, 2112, (HB2012
HD2)
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Re: HB 2012, HD2

SENATE COMMITTEE ON COMMMERCE AND CONSUMER PROTECTION
Thursday, March 13, 2013, 9:30 a.m.
State Capitol, Conference Room 229

Chair Baker, Vice Chair Taniguchi and members of the committee, the Department of
Enterprise Services, City and County of Honolulu, would like to offer the following comments on
HB 2012, HD2, as our late testimony from the prior committee had not been submitted online.

While HB 2012, HD2 is intended to address the ongoing concerns related to “scalping,”
the broad language in this bill sweeps in the operations of the legitimate entertainment industry
and may adversely impact the ability to sell tickets to the City's entertainment venues such as
the Neal S. Blaisdell Center and the Waikiki Shell. As a result, the bill will weaken the City's
Department of Enterprise Services' ability to attract world class entertainérs and/or book acts at
the City’s venues, which will, in turn, mean the loss of valuable business and revenues for the
City and the State of Hawaii.

The impact of this bill will only be realized when implemented. If limitations on ticket
sales by the legitimate entertainment industry are imposed as a result of implementation of this
bill, the adverse effects and impact of having to operate under the new law for even one (1) year
before the legislation could be amended would be detrimental to Hawaii's entertainment
industry. National and international acts and promoters will in all likelihood by-pass Hawaii as a
tour destination, as it is already a challenge to attract mainland and international performers
based on Hawaii's unique geographic location and economics.

Because the Neal S. Blaisdell Center and the Waikiki Shell are primary ticket brokers
that contract with ticket distribution companies to sell tickets, the Department of Enterprise
Services believes that that current language of HB 2012, HD2 may limit the industry’s ticket and
fee pricing flexibility in Hawaii, and, as a result, negatively impact the City’s venues' business
operations and ability to provide the residents of the City and County of Honolulu with world
class entertainers and acts.

The Department of Enterprise Services believes that this bill does not effectively address
that real target of the legislation - the unscrupulous “scalper.”

Thank you for the opportunity to provide comments on this bill.
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Chair Baker, Vice Chair Taniguchi, and Members of the Senate Committee on
Commerce and Consumer Protection, my name is Dustin Brighton, Senior Manager
Government Relations, eBay, Inc. eBay is the world’s largest marketplace with over
50 million active users in the United States who buy and sell almost everything from
automobiles to video games and everything in between, including live event tickets.
Adding to its legacy of improving inefficient markets, eBay acquired StubHub in 2010
and has grown the company into the largest online matketplace for tickets offering
best-in-class consumer protections, including a Fan Protect Guarantee that ensures
fans will get into an event ot receive 100% of their money back.

At eBay and StubHub, we fundamentally believe that open markets free of artificial
restraints are the best way to deliver low prices and value to consumers.

- Ticket Availability and Pricing

Often the secondaty market is blamed for the inability of consumers to obtain a ticket
for their favorite event. The problem stems, however, not from the existence of open,
competitive secondary resale markets, but instead from how tickets are distributed.

For high demand events, it is not uncommon for a very small portion of tickets to go
on sale to the general public, thus limiting supply. For instance, a 2013 New York
Post article divulged that out of 12,118 tickets for a Taylor Swift concert held in
Florida, only 1740 tickets were put on sale for the public. The management company
and the promoter for the concert reportedly received 3700 tickets and 5700 tickets
were held for credit card holders and others. Based on those figures, only 14% of the
tickets went on sale to the general public. As a result of these supply constraints,
ptices on the secondary market were higher.



In addition, in 2011 the Smoking Gun reported that Katy Perry had a rider in her
performance contract that allowed her to take tickets and resell them directly on the
secondary market. Again, this practice would limit the supply that would go on sale to
the general public as these tickets would never have been tnade available except for
purchase on the secondary matket.

Imposing price caps would only exacerbate these problems, further reducing supply,
increasing prices, and driving consumers to purchase tickets offline where they have
little to no consumer protections.

Price Restrictions Don’t Work

Consumers should be able to resell a ticket on any consumet protected exchange at
any price the market will bear. This should be their right.

Open, competitive matkets drive increased competition, increased ticket availability,
better pricing, and better service to those consumers who wish to attend an event.

Economic studies have shown that regulatoty restrictions on resale prices result in
lowered supply and higher prices to consumers.

In addition “face value” or the “ptice printed on the ticket” is not an accurate
indicator of the total cost to a2 consumer who buys a ticket. The total cost to a
consumer may include service fees that can be as high as 40% as well as any shipping
fees. The price printed on the face of the ticket does not represent the true cost to a
putchaser. Therefote, if a consumer wants to resell a ticket but can’t unless it is at the
ptice printed on the ticket they will lose money on the transaction.

In addition, prohibiting the resale of a ticket at market prices will force secondary
market transactions into the shadows. Open online exchanges that provide consumer
protections encourage transactions to take place in the open where the consumer has
full recourse. We believe this legislation in its current form will force secondary
market transactions to be conducted in an unprotected envitonment and put the
consumet at risk.

The Use of Illicit Software

We at eBay/StubHub applaud the Committee for banning the use of illicit softwarte
which allows one to electronically “cut in line” at the expense of the ticket buying
public.



Those of us at eBay and StubHub appteciate the review of the ticketing industty and
issues associated with this business.

We ate truly sympathetic to the concetns of the Legislature regarding the availability
of tickets for Hawaii residents for Hawaii events. However, we believe that in
addressing those concerns, the web-based secondary sales market should not be
impeded if those sales are conditioned upon guarantees of a full refund if the event is
cancelled; ot the putchaser is denied admission; or if the ticket is not delivered in time
for the event; and the website operator is not the reseller and the price of the resold
ticket may be higher than the original price paid.

I appreciate the opportunity to address the Committee today.
Thank you.
Dustin Brighton

Directot, Government Relations
eBay, Inc.
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