UNITED STATES DISTRICT COURT FOR THE EASTERN DISTRICT OF
KENTUCKY, CENTRAL DIVISION

Kentucky Gambling Recovery LLC v. Kalshi Inc., et al.

Case No. 3:25-cv-00054-GFVT (E.D. Ky. Mar. 3, 2026) - No. 3:25-cv-00054-GFVT - Decided March 4, 2026

SUMMARY

The United States District Court for the Eastern District of Kentucky grants Kentucky Gambling

Recovery LLC’s motion to remand its action against Kalshi, Robinhood, Susquehanna, Webull, and

related defendants to the Franklin Circuit Court. The court concludes that the complaint presents a

Kentucky-law claim under the Loss Recovery Act and that anticipated defenses involving the

Commodity Exchange Act do not establish federal-question jurisdiction. The court also rejects federal

jurisdiction under the substantial-federal-question doctrine and the Class Action Fairness Act, and

considers the defendants’ diversity-jurisdiction arguments implausible.
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Plaintiff moved to remand a removed state-law action to the Franklin
Circuit Court. The federal district court granted the motion, rejected
federal-question, Class Action Fairness Act, and traditional diversity

jurisdiction theories, denied attorney fees, and remanded the action.

The court independently assessed subject-matter jurisdiction and
construed doubts regarding federal jurisdiction in favor of remand. For
fraudulent joinder, disputed facts and ambiguities in state law were
resolved in favor of the party seeking remand, and the removing
defendants bore a heavy burden to show that the claims against
nondiverse defendants were frivolous.



PRECEDENTIAL VALUE Unpublished district-court opinion; persuasive rather than binding

outside the case.
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QUESTIONS PRESENTED

1. Whether the plaintiff's Kentucky Loss Recovery Act claim necessarily raised a federal question

sufficient for removal under the well-pleaded complaint rule or the substantial-federal-question doctrine.
2. Whether the action qualified for federal jurisdiction under the Class Action Fairness Act.

3. Whether the nondiverse Susquehanna and Webull defendants were fraudulently joined so that complete

diversity existed.

4. Whether the plaintiff was entitled to attorney fees and costs under 28 U.S.C. section 1447(c).

HOLDINGS

1. The plaintiff's complaint asserted a Kentucky state-law claim and did not present a federal question on
its face. Defendants' arguments concerning the Commodity Exchange Act and the Loss Recovery Act's

safe-harbor provision were potential defenses and could not support removal.

2. Even assuming the complaint satisfied the well-pleaded-complaint requirement, the case did not fall
within the narrow substantial-federal-question category identified in Grable. The claim did not
necessarily raise a disputed federal issue, the asserted federal interest was not substantial, and federal

jurisdiction would improperly disturb the balance between federal and state judicial responsibilities.

3. The action did not qualify for jurisdiction under the Class Action Fairness Act because it was brought
solely by Kentucky Gambling Recovery LLC for its own benefit and did not involve a class of at least
100 members or a Rule 23 class.

4. Complete diversity was absent because the plaintiff and the Susquehanna defendants were both citizens

of Florida, and the defendants failed to show that the Susquehanna defendants were fraudulently joined.

5. Attorney fees and costs were denied because the defendants had an objectively reasonable basis for
removal.
KEY QUOTATIONS

“Because the Court is convinced that it does not have jurisdiction to hear this case, the Court GRANTS

Plaintiff’s motion to remand this case to the Franklin Circuit Court.” (at 1)

“The mere presence of a federal issue in a state law cause of action does not automatically confer federal

removal jurisdiction.” (at 8)



“The logical reading of this holding suggests that the safe harbor provision arms defendants with a Rule
12(b)(6) defense, or its state-law equivalent.” (at 9)

“This case “cannot be squeezed into the slim category [of cases that] Grable exemplifies.”” (at 14)

“It is not inconceivable that Brown’s expansive definition of a “winner” could include market makers who

have a “joint[] interest[] in the winnings as wrongdoers.”” (at 18)

FACTUAL BACKGROUND

Kentucky Gambling Recovery LLC sued multiple entities involved in Kalshi's prediction-market event
contracts, including Kalshi, Robinhood, Susquehanna, and Webull. The complaint alleged that the defendants'
event contracts violated Kentucky gambling laws and sought treble damages under Kentucky Revised Statutes
section 372.040, the Loss Recovery Act. KalshiEX operated a federally regulated derivatives exchange, while
Robinhood accepted customer orders and Susquehanna allegedly acted as a market maker. The plaintiff denied

representing Kentucky gamblers and asserted that it sued in its own name and for its own benefit.
PROCEDURAL HISTORY

Kentucky Gambling Recovery LLC filed a single-count action in Franklin County Circuit Court on June 11,
2025, alleging violations of Kentucky gambling laws and seeking relief under Kentucky's Loss Recovery Act.
Defendants removed the action on October 20, 2025; the case was initially docketed under two related removal
actions and consolidated on November 18, 2025. Plaintiff moved to remand on November 19, 2025, and the

court granted that motion, remanding the case to the Franklin Circuit Court and striking it from the federal
docket.

DISPOSITION

remanded

REMAND INSTRUCTIONS

The action is remanded to the Franklin Circuit Court. The federal action is stricken from the Eastern District of
Kentucky's docket. Attorney fees and costs under 28 U.S.C. § 1447(c) are denied.
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