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Gaming Industry Loopholes Run Long &
Deep; Ignore Them at Your Peril

Websters Dictionary: Consideration (kun-sid-uh-RAY-shun) - a careful weighing of the reasons for or against something.

From the Desk of Joel Simkins

Talking Turkey About Predictions Market Mania

Ahead of Thanksgiving, I wanted to talk turkey. The gaming industry is at a
major inflection point, and it felt timely to tap one of our senior advisors, Kent The momentum behind
Z;;Ef{jﬁir t1;.13 take on the groundswell forming around the prediction markets pre diction markets is real, it’s
national in scope, and it

On both a personal and professional basis, having covered this industry for
decades as an investment banker and (recovering) equity research analyst, I've

always been careful when the topic of “Big Tech or Big Media entering become a meaningﬁ,l[,
gaming” inevitably comes up. The dialogue usually went something like this: long— e Pz T Qf the

increasingly looks like it will

Interviewer: “Joel, do you ever see [insert mega-cap tech/media company] broader ,gamin,q ecosystem.
entering the gaming industry?"

My reply:

* “I don't think so-and-so billionaire will ever jump in, the state-by-state licensing burden is too much."

* “Yes, the market is big, but is it big enough to justify the hassle - why would they want to be probed and prodded?”
* “And this is a state-regulated industry. .. the Federal government is never going to step in and nationalize gaming.”

Well.... the times, they are rapidly changing, and the current climate is one that few predicted. While I haven't dusted oft the 2025
outlook pieces from research analysts and other pundits (including ourselves) written around this time last November, few would

have predicted (pardon the pun) the growth in this market.

What we are seeing now, whether it feels like a short-lived phenomenon tied to the midterms, the next federal election cycle, or
even a future Supreme Court decision, is hard to dismiss. The momentum behind prediction markets is real, it’s national in scope,
and it increasingly looks like it will become a meaningful, long-term pillar of the broader gaming ecosystem. To be clear, state
regulated gaming isn't going anywhere, and candidly, the consumer really doesn’t care where they can place their bet, as long as
they have their options and choice.



November 2025

CONSIDERATIONS

XST CAPITAL GROUP INSIGHTS

Kent’s commentary below is, in my view, a particularly interesting read. If you find yourself scrolling LinkedIn after passing the
turkey and that second slice of apple pie, this one might spark a deep fireside debate with your closest gaming-industry family
and friends.

Gaming Industry Loopholes Aren't New; Just Ask Mills Vending in 1907
Kent Young- Senior Advisor

loop-hole- an ambiguity or inadequacy in the law or a set of rules.

Wiay back in 1907, the Mills vending company came out with a slot machine that dispensed gum. Why? Because at that time, there was a
proliferation of illegal slots throughout San Francisco and Chicago. The dispensing of gum technically turned the slot into a vending
machine. Being a sort of historian of the gaming industry for nearly three decades and having personally been involved in the growth of
Aristocrat and Aruze’s launch into the US and two gaming startups, I've seen significant changes in the industry in my time.

. . One might argue that the Mills machines spitting out gum spawned the first official
O?’lé’ mi g /.71‘ arg ue f/]élf f/]é’ Mills gaming industry loophole. So what happened? Approximately 25 years later,

7L /Jiﬂ&f 57% 4 l‘Z?’Zg oul z‘gum beginning with the State of Nevada, slot machines became legal and the regulated

gaming sector was formed. Gaming became a states right, and over the decades,

‘gpawngd the ﬁrﬂ‘ Qﬁ(;ia[ regulated gaming jurisdictions created laws, regulations, standards, and gaming labs,
. . etc. In summary, a state-lead gaming infrastructure was established and entrenched,
gaming industry loophole. So as we find commonplace today.

2 -
‘ZU/J&lf /761]5 P ened? A state-lead Since the Mills vending company released the Bell Fruit Gum machine, the industry
gaming Z7’lf}’6ls tructure was has experienced a plethora of attempts at loophole gaming. Modern day examples:
. Class II, central determination, skill-based gaming, sweepstakes gaming, chari
established and entrenched, as BAMIIE, SwWecpstaes gaming, Crarty

gaming, social gaming, historical horse racing, and fantasy sports, to name a few. I
we ﬁ?’l d comm onp Jace ZLOdélV. remember in the go-go days of Macau there were initial limitations on the number
of table games a casino could operate. Well, what happened? A few ingenious
operators started putting together mega tables that could seat dozens of players vs. the typical 5-6 seats at a table; amazing!

In most instances the industry as a whole has acted in unison and either regulated, passed legislation to make them regulated, or the courts
have determined precedent or enforcement has been applied (although the later has been minimal). So, the latest attempt at loophole
gaming is without a doubt prediction markets. At first glance, this one is different - very different. Never before have we seen the cracks open
into perceived traditional gaming through a federal vehicle (CFTC). For those of us that have been fed a steady diet of letting the states
regulate it independently, this new mindset of federal involvement is “significant."

Never before have we seen ‘looks like a duck’ gaming applications under federal regulations being deployed in regulated and non-regulated
US states. It has created new players, such as Kalshi, for example, creating multi-billion dollar valuations as the entry point for
non-traditional segments, crypto exchanges, and social media platforms that want in on the action. For the first time, the gloves are truly off,
sending shock waves through the industry. The "cold war" between federally regulated prediction markets (CFTC) and state-regulated
sports betting (State Gaming Commissions) has officially turned hot. The lower courts are currently churning through the initial skirmishes,
but the real signal is in the boardroom maneuvers we witnessed last week.
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'The "hammer" in my view has dropped, and some of the industry’s major players are picking sides. The most telling development
isn't just the legal filings, it’s the strategic retreat from Nevada. Regulators in the Silver State drew a line in the sand, effectively
forcing operators to choose: State compliance or Federal innovation. In a historic move, regulators accepted the license surrender
of FanDuel and the application withdrawal of DraftKings. These operators have calculated that the potential upside of the
prediction market (targeting untapped populations in California, Texas, and Florida etc. via CFTC cover) outweighs the
retention of a Nevada license.

Following suit, industry organizations like the American Gaming
Association (AGA) are sticking firmly to the regulatory guardrails,  [f 15 oW ég‘iﬂ’ cated: The

protecting the interests of traditional brick-and-mortar legacy operators.

'The resignation of DraftKings and FanDuel from the AGA confirms that -
the industry is no longer a monolith. While we haven't seen major tribal "The Federal / Prediction

operators waver from their support of the AGA and local self interests, D7 p fors. So how will it all

there could easily be some big moves near-term from these groups as well.

State-Regulated Incumbents vs.

pan out? This is the question.

It is now bifurcated: The State-Regulated Incumbents vs. The Federal /

Prediction Disruptors. So how will it all pan out? This is the question. Will other jurisdictions follow suit, like Nevada and Ohio?
Should some of the major iGaming/sports jurisdictions follow suit, such as Michigan, New Jersey, Pennsylvania, or New York,
this will change the paradigm even further. Some say that under the current administration, this segment will only advance and
we will ultimately see a widening in the gap between traditional regulated operators and new CEF'TC reliant suppliers. Ultimately,
this will land on the desk of the Supreme Court, which will make, to say the least, an interesting brief arguing between the type
of allowable prediction CEF'TC applications, and ultimately the rights of the states to regulate and enforce all forms of gaming,
both regulated and loophole. Buckle up everyone, 2026 could be a massive tipping point for the industry, particularly for the

land-based incumbents that have seen more change in 1 year than in the last 30+.

Kent Young - Senior Advisor

Throughout his impressive career, Kent has served in senior executive roles at major
gaming companies, including Aristocrat Technologies, Aruze Gaming America, and
Bragg Gaming Group, where he currently serves as a board member, chairs the
Compensation Committee, and participates on the Compliance Committee
(NASDAQ: BRAG). Kent's influential role in Aristocrat’s successful North American
expansion, strategic product innovation, and MCGA efforts established him as a
pivotal industry figure. He subsequently played a key role in Aruze Gaming’s market
entry and growth in North America.

As a seasoned entrepreneur, Kent founded and successfully exited two pioneering
gaming companies, True Blue Gaming and Spin Games, recognized for
groundbreaking advancements in gaming technology and regulatory-compliant
solutions. Notably, Kent was instrumental in popularizing penny slots, developing
rapid-hit multi-level progressive jackpots, and advancing Remote Game Server

(RGS) technology for Class Il and Class II gaming.
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Allmembers of XST Capital, LLC are registered representatives of, and securities offered through, Stonehaven, LLC (https://stonehaven-Ilc.com/),aMember of FINRA (www.finra.org) / SIPC
(wwwisipc.org).  Regulatory disclosures: Disclaimers & Risks (www.stonehaven-llc.com/disclaimer/),  Privacy Policy (www.stonehaven-llc.com/privacy/), and Form CRS
(www.stonehaven-llc.com/form-crs/). This material may not be reproduced in any format by any means or redistributed without the prior written consent of either XST Capital, LLC and
Stonehaven, LLC. Other persons, such as retail investors, are NOT the intended recipients of our communications or services and should not act upon this communication. The information
contained herein is provided solely for informational purposes. Nothing in this communication constitutes a recommendation or an offer to sell or a solicitation to deal in any financial product,
enter into any transaction or adopt any investment strategy. Further, this communication does not constitute any legal, tax, regulatory, financial or accounting advice. Neither XST Capital, LLC
nor Stonehaven, LLC has confirmed or investigated the accuracy of any of the information. No member of XST Capital, LLC nor Stonehaven, LLC makes any express or implied representations
or warranties as to the accuracy, timeliness, adequacy, completeness or fitness for use for any particular purpose of any of the aforementioned information. Any statements and opinions noted
within this article are solely those of the author and do not reflect the opinions of Stonehaven, LLC. This document has been prepared in good faith on the basis of information that has been
obtained from public sources believed to be reliable, and may change at anytime. Investments in private placements involve a high degree of risk and may result in a partial or total loss of your
investment. Private placements are generally illiquid investments. Investors should consult with their investment, legal, and tax advisors regarding the consideration of any private placement
investment. XST Capital Group LLC is not a gambling industry operator or affiliate. If you or someone you know is struggling with a gambling problem, help is available. The National Council
on Problem Gambling provides arange of resources, including answers to commonly asked questions, agambling behavior self assessment, information about treatment and the National Problem
Gambling Helpline (1-800-GAMBLER) to help connect you with local resources.
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