Testimony of KalshiEX LLC

In Opposition to Governor’s Bill No. 5038
KalshiEX LLC (“Kalshi”) respectfully submits this testimony in opposition to Governor’s Bill
No. 5038, An Act Prohibiting Prediction Market Platforms From Allowing Use by or
Advertising to Consumers Under the Age of Twenty-One.

I. Executive Summary

HB 5038 is premised on the assumption that federally regulated prediction markets are
equivalent to sports betting or online casino gaming. They are not. Kalshi operates a
federally licensed derivatives exchange under the exclusive jurisdiction of the Commodity
Futures Trading Commission (CFTC) pursuant to the Commodity Exchange Act.

Because Congress granted the CFTC exclusive authority over designated contract markets,
state efforts to regulate participation standards, operations, or market access for those
exchanges are preempted by federal law.

Il. Kalshi Is a Federally Regulated Financial Exchange

Kalshi operates as a designated contract market and clearinghouse subject to
comprehensive federal oversight. The CFTC regulates market integrity, customer
protections, financial safeguards, surveillance, and enforcement.

Kalshi does not set odds, does not act as a counterparty, and does not profit from customer
losses. It operates a neutral, two-sided marketplace where standardized, fully collateralized
contracts are traded at prices determined by supply and demand.

Customer funds are safeguarded under federal clearing requirements, trades are fully
funded upfront, and federal anti-manipulation rules apply. This framework reflects one of
the most robust regulatory regimes in U.S. financial law.

lll. Federal Law Grants Exclusive Jurisdiction to the CFTC

Congress enacted the Commodity Exchange Act to prevent a patchwork of state regulation
over national derivatives markets. The Act grants the CFTC exclusive jurisdiction over the
listing and trading of contracts on federally approved exchanges.

HB 5038 regulates who may participate in Kalshi’s market, how Kalshi may advertise, and the
conditions under which access to the exchange may be provided. These are core aspects of market
regulation that Congress reserved to the CFTC. Even state laws consistent with federal policy
are preempted when applied to federally regulated exchanges.

IV. Market Data Demonstrates No Harm to Casino iGaming Revenues
Claims that prediction markets harm Connecticut’s casino or iGaming revenues are not
supported by available data.



According to the American Gaming Association’s 2025 State of the States report,
Connecticut’s commercial iGaming and sports betting markets generated $761.3 million in
revenue in 2024, a 31.3 percent increase year-over-year. iGaming revenue alone reached
$537.4 million, up 32.3 percent from the prior year and surpassing $500 million for the first
time.

A recent Hartford Business Journal article reported that one of the Tribes’ online gaming
and sports betting division reported a 35.9% increase in revenue, establishing a new
quarterly record. The data demonstrates expansion—not contraction—of casino-related
online gaming revenues.

Prediction markets are structurally distinct from casinos: they do not involve house odds, do
not rely on customer losses for revenue, and function as financial exchanges rather than
gaming platforms. The available evidence indicates that both systems can coexist without
cannibalization.

V. Participation by 18-Year-Olds Is Consistent with Federal Financial Policy
Under federal law, 18-year-olds may open brokerage accounts, trade stocks on the Chicago
Mercantile Exchange, New York Stock Exchange and Nasdagq, purchase options contracts,
and participate in futures markets regulated by the CFTC.

These instruments involve price discovery and financial risk-taking—core characteristics
shared with prediction contracts. Congress has determined that 18-year-olds are legally
capable of participating in regulated financial markets.

Prohibiting 18-20-year-olds from accessing one subset of federally regulated derivatives,
while allowing them to trade equities, options, and futures, would create an inconsistent and
arbitrary distinction.

VI. Ongoing Federal Litigation

The scope of federal authority over prediction markets is currently being litigated in federal
courts across the country. Questions of jurisdiction and preemption are therefore actively
before the judiciary.

Where federal courts are considering the precise issues implicated by HB 5038, legislative
intervention risks creating unnecessary legal conflict and regulatory uncertainty.

VII. Closing Remarks

Prediction markets are federally regulated financial exchanges—not sports betting
platforms. Congress assigned exclusive jurisdiction over these markets to the CFTC to
ensure uniform national regulation.

Kalshi appreciates the Committee’s thoughtful consideration of the legal and structural
distinctions between state-regulated gaming and federally regulated derivatives markets.
We respectfully urge the Legislature to recognize those distinctions and to allow the federal



judicial process to resolve the pending jurisdictional questions before taking action in this
area.
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