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SUMMARY

The U.S. Court of Appeals for the Third Circuit affirmed a preliminary injunction preventing New
Jersey officials from enforcing state gambling laws against KalshiEX’s sports-related event contracts.
The court held that Kalshi demonstrated a reasonable chance of success on its argument that the
Commodity Exchange Act preempts state regulation of swaps traded on a CFTC-licensed designated
contract market. The court also upheld the District Court’s findings regarding irreparable harm, the

balance of equities, and the public interest.
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DISPOSITION affirmed

PROCEDURAL POSTURE Kalshi sought a preliminary injunction barring New Jersey officials

from enforcing state gambling laws and constitutional provisions
against Kalshi's sports-related event contracts. The District Court for
the District of New Jersey granted the preliminary injunction, and
New Jersey officials appealed under 28 U.S.C. § 1292(a)(1).

STANDARD OF REVIEW Findings of fact are reviewed for clear error, conclusions of law de
novo, and the ultimate decision granting a preliminary injunction for

abuse of discretion.

PRECEDENTIAL VALUE Published, precedential Third Circuit opinion
PARTIES Mary Jo Flaherty, Matthew J. Platkin v. KalshiEX, LL.C
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QUESTIONS PRESENTED
1. Whether Kalshi's sports-related event contracts qualify as swaps under the Commodity Exchange Act.

2. Whether the Commodity Exchange Act field-preempts New Jersey gambling laws and constitutional
provisions insofar as they regulate sports-related event contracts traded on a CFTC-licensed designated

contract market.

3. Whether New Jersey's regulation is conflict-preempted because it obstructs the purposes and objectives
of the Commodity Exchange Act.

4. Whether the District Court properly granted a preliminary injunction under the governing four-factor

test.

HOLDINGS

1. Kalshi's sports-related event contracts fall within the statutory definition of swaps because they provide
for payment dependent on the occurrence of an event associated with a potential financial, economic, or

commercial consequence.

2. The Commodity Exchange Act field-preempts otherwise applicable New Jersey laws that purport to

regulate sports-related event contracts traded on CFTC-licensed designated contract markets.

3. New Jersey's gambling laws and constitutional provisions are also conflict-preempted because
enforcement against sports-related event contracts traded on designated contract markets would obstruct

the Commodity Exchange Act's purposes and objectives.

4. The District Court did not abuse its discretion in finding that Kalshi demonstrated a reasonable chance
of success, likely irreparable harm, and that the balance of equities and public interest favored

preliminary relief.

KEY QUOTATIONS

“The first two are the most important threshold factors: “likelihood of success on the merits” and whether the
party seeking the injunction “is more likely than not to suffer irreparable harm in the absence of preliminary
relief.”” (3)

“We hold that both field and conflict preemption apply.” (9)

“Allowing New Jersey to enforce its gambling laws and state constitution would create an obstacle to
executing the Act because such state enforcement would prohibit Kalshi, which operates a licensed DCM

under the exclusive jurisdiction of the CFTC, from offering its sports-related event contracts in New Jersey.”

(12)

“Because the likelihood-of-success and irreparable-harm factors favor Kalshi, and the last factors largely

turn on a determination of the merits, the District Court did not abuse its discretion by granting the



preliminary injunction.” (17)

FACTUAL BACKGROUND

Kalshi operates a Commodity Futures Trading Commission-licensed designated contract market on which it
offers event contracts, including contracts tied to sports outcomes. After Kalshi began offering sports-related
contracts, New Jersey sent a cease-and-desist letter asserting that the contracts violated the New Jersey
Constitution and gambling laws prohibiting betting on collegiate sports, and threatened civil and criminal
enforcement. Kalshi then sought a preliminary injunction, contending that the Commodity Exchange Act gives

the CFTC exclusive jurisdiction over its contracts and preempts New Jersey law.

PROCEDURAL HISTORY

After New Jersey sent Kalshi a cease-and-desist letter threatening enforcement of state gambling laws against its
sports-related event contracts, Kalshi filed suit in the District of New Jersey. The District Court found that Kalshi
had a reasonable likelihood of success on its federal-preemption claim, would suffer irreparable harm, and

satisfied the remaining preliminary-injunction factors. The Third Circuit affirmed.
DISPOSITION

affirmed
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