





contract is speculative as opposed to a hedging or economic use."® And Sen. Lincoln
confirmed:

That is our intent. The [CFTC] needs the power to, and should, prevent
derivatives contracts that are contrary to the public interest because they
exist predominantly to enable gambling through supposed "event
contracts." It would be quite easy to construct an "event contract" around
sporting events such as the Super Bowl, the Kentucky Derby, and Masters
Golf Tournament. These types of contracts would not serve any real
commercial purpose. Rather, they would be used solely for gambling.

156 Cong. Rec. S5906-07 (daily ed. Jul. 15, 2010). Kalshi shared this view as recently as
November 2024. See Brief of Pl.-Appellee, KalshiEX LLC v. Commod. Futures Trading
Comm’n, No. 24-5205 at *55 (D.C. App. Nov. 15, 2024) (“An event contract thus involves
‘gaming’ if it is contingent on a game or a game-related event. The classic example is a
contract on the outcome of a sporting event; as the legislative history directly confirms,

Congress did not want sports betting to be conducted on derivatives markets.”) (internal
citations omitted).

The U.S. District Court for the District of Maryland recently observed that, "[i]t is
highly unlikely that Congress would have overridden state gambling laws without at least
some indication in the text and legislative history that it intended to do so," further finding
that "the weight of the evidence strongly confirms that Congress did not intend for Dodd-
Frank to constitute legislation not only legalizing sports betting nationwide, but displacing
states' authority to regulate it."°

Indeed, the CFTC acknowledged in its 2024 Notice of Proposed Rulemaking that:

The [CFTC] is not a gaming regulator. The CEA and [CFTC] regulations
are focused on regulating financial instruments and markets, and do not
include provisions aimed at protecting against gambling-specific risks and
concerns, including customer protection concerns inherent to gambling.
Permitting event contracts involving gaming, as proposed to be defined, to
trade on CFTC-regulated markets would in effect permit instruments
commonly understood as bets or wagers on contests or games to avoid these
legal regimes and protections. Gambling is a rapidly evolving field, and the
[CFTC] does not believe that it has the statutory mandate or specialized
experience appropriate to oversee it, or that Congress intended for the
[CFTC] to exercise its jurisdiction or expend its resources in this manner.

Event Contracts, 89 Fed. Reg. 48968, 48982—83 (Jun. 10, 2024).

8 1d.
9 KalshiEX LLC v. Martin, 793 F. Supp.3d 667, 684 (D. Md., Aug. 1, 2025).
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olds, even though the CFTC issued a regulation that prohibits DCMs like Kalshi from listing
gaming contracts, is not in the public interest." %>

Question 19(e): What aspects of responsible gaming standards, such as
self-exclusion programs, monetary or time limits, or advertising limits,
disclaimers, or warnings, should the Commission consider in its public
interest determination?

Ensuring responsible gaming safeguards is beyond the CFTC's purview or capacity.
The essential need for responsible gaming safeguards, such as self-exclusion programs, strict
21-and-over age verification, and advertising controls, proves that sports-related event
contracts are fundamentally gambling products. State and tribal regulators have meticulously
developed these consumer protections over decades to mitigate the well-documented risks of
addiction, financial harm, and exploitation.

The CFTC is structurally unequipped and statutorily unauthorized to act as a gaming
regulator. The CFTC does not license gaming operators, does not impose strict suitability
standards on DCMs or conduct thorough background investigations regarding such
suitability, administer responsible gaming programs, or regulate gambling marketing.
Attempting to graft such requirements onto the derivatives regulatory regime would produce
an ineffective system that exceeds the CFTC's mandate under the CEA. As the District of
Nevada conclusively determined, "Whatever one's views are on gambling, there is no
question that some segment of the population will suffer from problem gambling, but neither
DCMs nor the CFTC is equipped to address those issues the same way state gaming
regulators and licensed entities are."!%*

Question 21: Why, or why not, would it be appropriate for the
Commission to propose any changes to its regulations related to the
activities listed in CEA section 5¢(c)(5)(C)?

The CFTC should not amend its regulations implementing § 5¢(C)(5)(C) because any
changes would impose significant costs with no meaningful benefits. The CFTC should not
amend its regulations implementing § 5¢(c)(5)(C) to accommodate event contracts involving
gaming. The statute and the CFTC's existing regulations already establish a clear and binding
prohibition: contracts that "involve" gaming are contrary to the public interest and may not
be listed.'® The current issue is not regulatory ambiguity, but attempts by DCMs to market
participants by repackaging gambling products as financial instruments. The appropriate
response is enforcement, not rulemaking.

103 Hendrick, 2025 WL 3286282, at *13, (citing 17 C.F.R. § 40.11(a)).
104 17 at *13.
15 See 7 U.S.C. § 7a-2(c)(5)(C); 17 C.ER. § 40.11(a)(1).
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