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UNITED STATES DISTRICT COURT
DISTRICT OF CONNECTICUT

STATE OF CONNECTICUT, Case No. 3:26.-cv-01382
Plaintiff,
V. MOTION TO REMAND
KALSHIEX LLC
Defendant. SEPTEMBER 8, 2026

Plaintiff, State of Connecticut (“State”) moves under 28 U.S.C. § 1447(c) to
remand this state law enforcement action to the Connecticut Superior Court for the
Judicial District of Hartford. The State brings this action to end KalshiEX LLC’s (“Kalshi”)
ongoing and persistent violations of Connecticut’s sports wagering laws and of the
Connecticut Unfair Trade Practices Act (“CUTPA”). There is no basis for federal
jurisdiction over this action. As courts across the country have now held in rejecting
Kalshi’'s removal attempts, the potential for incidental federal law issues does not justify
interfering with state courts’ role in adjudicating state law enforcement actions.

The State, therefore, respectfully requests that the Court summarily remand this
enforcement action back to the Hartford Superior Court and grant costs, expenses, and
attorneys’ fees pursuant to 28 U.S.C. § 1447(c) for Kalshi’s meritless removal.

. FACTUAL BACKGROUND

On August 26, 2026, the State filed this enforcement action in Connecticut
Superior Court via Verified Complaint to enjoin Kalshi from offering and advertising
illegal online sports wagering services in Connecticut in violation of state law. See [ECF

1, Ex. A] (“Complaint”). The State alleges that Kalshi continuously violates Chapter
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229b of the Connecticut General Statutes by offering sports wagering services to
Connecticut residents without a license. (Compl., [ 100-104.) The State also alleges
that Kalshi’'s acts and practices are unfair and deceptive in violation of the Connecticut
Unfair Trade Practices Act, Conn. Gen. Stat. § 42-110a et. seq. (“CUTPA”), including in
that Kalshi violates numerous public policies by offering unlicensed sports wagers and
by offering sports wagers to individuals under 21, and that it deceptively advertises its
sports wagers as legal in all 50 states. (Compl. {[{ 105-120.) The State seeks a
temporary and permanent injunction enjoining Kalshi from offering and advertising
sports wagers to Connecticut residents and further violating CUTPA, among other relief.
The Complaint very clearly proceeds under two Connecticut statutes, not federal law—a
fact that Kalshi acknowledges in its Notice of Removal. [ECF 1 [ 7.]

Kalshi nonetheless removed this matter the day it was filed, claiming that the
State’s claims “require adjudication of federal-law issues” and that federal officer
removal is warranted under 28 U.S.C. § 1442(a)(2). [ECF 1 q[]] 13, 20.] Less than a
month after this very Court held that the CEA does not preempt state gambling laws as
applied to Kalshi’s sports event contracts, KalshiEX LLC v. Cafferelli, No. 26-cv-2016,
2026 U.S. Dist. LEXIS 178500, at *47 (D. Conn. Aug. 10, 2026), Kalshi defies the
Court’s decision, claiming federal question jurisdiction because “the CEA plainly
preempts any state efforts to regulate the event contracts that Kalshi offers its
customers.” [ECF 1 q[ 14.] As this Court already concluded, Kalshi is wrong on the
merits. However, even if this already-rejected federal preemption argument had any
merit, preemption defenses are not a valid basis for removal. Kalshi has raised this

argument, and its dubious federal officer theory, in numerous state enforcement actions,
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and each court to have decided a remand motion has rejected them. See Order, ECF
20, Nessel v. KalshiEX, LLC., 26-cv-00731-PLM (W.D. Mich. June 25, 2026) (Exhibit A);
Washington v. KalshiEX, LLC, No. C26-1062-JCC, 2026 U.S. Dist. LEXIS 99374, at *4-
5 (W.D. Wash. May 5, 2026) (“Washington™); Nevada ex rel. Nevada Gaming Control
Board v. KalshiEX, LLC, No. 2:26-cv-406, 2026 U.S. Dist. LEXIS 41964, at *4-9 (D.
Nev. Mar. 2, 2026) (“Nevada”); Electronic Order, ECF 34, Massachusetts v. KalshiEX
LLC, No. 1:25-cv-12595 (D. Mass. Oct. 28, 2025) (Exhibit B). Despite receiving decision
after decision rejecting its preemption arguments, Kalshi apparently proceeds with
removal to delay state law enforcement proceedings and continue profiting from its offer
of unlawful sports wagers.
Il. LEGAL STANDARD

Federal courts have limited jurisdiction, possessing “only that power authorized
by Constitution and statute, which is not to be expanded by judicial decree,” Kokkonen
v. Guardian Life Ins. Co. of Am., 511 U.S. 375, 377 (1994), and must “construe the
removal statute narrowly, resolving any doubts against removability.” Connecticut v.
Exxon Mobil Corp., 83 F.4th 122, 132 (2d Cir. 2023). For sovereign enforcement actions
like this one, removability is approached especially cautiously because “[t]here are good
reasons why the federal courts should not entertain suits by the States.” Franchise Tax
Bd. v. Constr. Laborers Vacation Trust, 463 U.S. 1, 21 (1983). “Considerations of comity
make [federal courts] reluctant to snatch cases which a State has brought from the
courts of that State, unless some clear rule demands it.” /d. at 21 n.22; Exxon Mobil
Corp., 83 F.4th at 132 (expressing “regard for the rightful independence of state

governments.”); see also Nevada v. Bank of Am. Corp., 672 F.3d 661, 676 (9th Cir.
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2012) (where state attorney general brings state law cause of action in state court to
protect state residents, the “claim of sovereign protection from removal arises in its most
powerful form”) (cleaned up). The defendant “always has the burden of establishing that
removal is proper.” Exxon Mobil Corp., 83 F.4th at 132.
. ARGUMENT
This case should be promptly remanded to the Connecticut Superior Court
because there is no basis for federal jurisdiction.
A. Removal is Improper Under 28 U.S.C. § 1441.

1. Connecticut’s enforcement action arises solely under
Connecticut law.

Kalshi argues, in the face of multiple District Court decisions against it, that
federal jurisdiction arises in this case because the State’s “claims require the
adjudication of federal-law issues.” [ECF 1 q] 13.] The State’s claims do not require
adjudication of federal law issues, either under the well-pleaded complaint rule or the
substantial federal question exception Kalshi invokes.

Federal District Courts have original jurisdiction if the civil action “arises under
the Constitution, laws, or treaties of the United States.” 28 U.S.C. § 1331. To determine
whether a civil action “arises” under federal law, courts ask whether “a federal question
is presented on the face of the plaintiff's properly pleaded complaint.” Caterpillar, Inc. v.
Williams, 482 U.S. 386, 392 (1987). “[W]hether a case is one arising under the
Constitution or a law or treaty of the United States...must be determined from what
necessarily appears in the plaintiff's statement of his own claim in the bill or declaration,

unaided by anything alleged in anticipation of avoidance of defenses which it is

thought the defendant may interpose.” Taylor v. Anderson, 234 U.S. 74, 75-76 (1914);
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see also Caterpillar, Inc., 482 U.S. at 393 (“a case may not be removed” on basis of a
federal defense). In general, a case must remain in state court “if the complaint does not
affirmatively allege a federal claim.” Ben. Nat’| Bank v. Anderson, 539 U.S. 1, 6 (2003).

Applying the well-pleaded complaint rule, there is no question that remand is
proper here. Kalshi acknowledges that the State’s claims all arise under Connecticut
statues. See Exxon Mobil Corp., 83 F.4th at 133 (where State’s complaint contained
only CUTPA claims, well-pleaded complaint rule was satisfied).

Courts have recognized narrow exceptions to the well-pleaded complaint rule,
including the substantial federal question doctrine, which Kalshi invokes here as if it is
the rule and not a rare exception. Under that exception, federal jurisdiction may only
arise if “a federal issue is: (1) necessarily raised, (2) actually disputed, (3) substantial,
and (4) capable of resolution in federal court without disrupting the federal-state balance
approved by Congress.” Gunn v. Minton, 568 U.S. 251, 258 (2013), citing Grable &
Sons Metal Prods. v. Darue Eng’g & Mfg., 545 U.S. 308 (2005). All four requirements
must be met. /d. Where “a claim finds its origins in state rather than federal law,” only a
“special and small category” of cases are properly subject to federal jurisdiction. Id.; see
also Royal Canin U.S.A., Inc. v. Wullschleger, 604 U.S. 22, 26 (2025) (only on “rare
occasions” does federal question jurisdiction exist for suits containing only state law
claims).

Kalshi's removal effort is doomed by its failure to establish the first Grable
element. It asserts that Connecticut’s claims “necessarily raise federal law” because
each of the State’s laws prohibiting gambling or wagering “must be read in light of

federal law’s requirements.” [ECF 1 q] 14.] This argument proves too much; due to the
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Supremacy Clause, all state law must, in some sense, be considered “in light of” federal
law. But “[flor a federal issue to be necessarily raised, the mere presence of a federal
issue in a state cause of action is insufficient; the pertinent question of federal law must
be a necessary element of one of the well-pleaded state claims,” such that the state
claim is “affirmatively ‘premised’ on a violation of federal law.” Exxon Mobil Corp., 83
F.4th at 140.

None of the State’s claims necessarily raises federal law issues. The State brings
three counts for violations of CUTPA and one count pursuant to Conn. Gen. Stat. § 12-
861(c), as amended by Conn. Public Act 26-82, § 4. Nothing in Conn. Gen. Stat. § 12-
861(c)’s prohibition of offering sports wagers without a license, or the definition of sports
wagering, Conn. Gen. Stat. § 12-850(34), makes any reference to federal law. Similarly,
the determination of whether an act or practice is unfair or deceptive in violation of
CUTPA does not hinge on the interpretation of any federal law, as the Second Circuit
recently concluded. Exxon Mobil Corp., 83 F.4th at 140-142. Whether Kalshi’s practices
are unfair such that they violate Connecticut’s public policy, cause substantial injury to
consumers, or are immoral, unethical, or unscrupulous does not require consideration of
federal law in any manner, including the CEA. See id. at 141-42 (for factors in
determining whether a practice is unfair). Likewise, whether Kalshi’s practices are
deceptive in that they made material representations or omissions likely to mislead
consumers into reasonably believing their products are legal sports wagers in
Connecticut turns on the interpretation of what constitutes a legal sports wager in
Connecticut. See id. at 140-41 (for elements in establishing liability for CUTPA

deception and analyzing whether federal question is necessarily raised).
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The State is enforcing its own laws governing the offering and advertising of
sports wagers; none of its claims are affirmatively premised on a violation of the CEA or
other federal law. See Exxon Mobil Corp., 83 F.4th at 140 (“state-law claim 'necessarily'
raises federal questions where the claim is affirmatively 'premised' on a violation of
federal law”). Therefore, Kalshi’'s argument for a substantial federal question based on
the face of the Complaint must fail, just as it has each time a court has ruled on it in this
context. Nevada, 2026 U.S. Dist. LEXIS 41964, at *9-10; Washington, 2026 U.S. Dist.
LEXIS 99374, at *3; Nessel (Exhibit A) 6-7.

2. Kalshi’s CEA Preemption Defense Does Not Support Removal.

Because Kalshi cannot point to a federal question on the face of the State’s
Complaint, its argument for a substantial federal question centers around its anticipated
federal preemption defense. See [ECF 1 [ 14, 17-19] (referencing CFTC’s exclusive
jurisdiction or CEA preemption as basis for each element for substantial federal
question jurisdiction). This, likewise, does not support removal.’

Federal defenses, including preemption arguments, do not create a “substantial
federal question.” See Caterpillar, 482 U.S. at 393 (“[l]t is now settled law that a case
may not be removed to federal court on the basis of a federal defense, including the
defense of pre-emption, even if the defense is anticipated in the plaintiff's complaint,
and even if both parties concede that the federal defense is the only question truly at
issue.”); see also Nevada, 2026 U.S. Dist. LEXIS 41964, at *8 (rejecting removal based

on Kalshi’'s CEA preemption theory); Stratford v. Bridgeport, 434 F. Supp. 712, 715 (D.

" Notably, however, Kalshi does not argue for removal based on complete preemption,
one of the other narrow exceptions to the well-pleaded complaint rule, Exxon Mobil
Corp., 83 F.4th at 133, likely because any such argument would be frivolous given this
Court’s holding in Cafferelli, 2026 U.S. Dist. LEXIS 178500, at *47.

7
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Conn. 1977) (“defensive matters do not supply removal jurisdiction...just as they would
not supply federal question jurisdiction under § 1331.”). Kalshi’'s notice of removal
ignores this black-letter law.

Even if an anticipated defense could give rise to a substantial federal question,
Kalshi cannot show that its preemption defense meets all of the Grable elements. Most
glaringly, Kalshi cannot establish the fourth element, because this Court’s exercise of
jurisdiction over a state law enforcement action based solely on a putative preemption
defense would not respect the federal-state balance approved by Congress.? See
Washington, 2026 U.S. Dist. LEXIS 99374, at *3 (declining to address other elements
based on “how evident [it] is” that removal “would disturb the federal-state balance”).

Where states sue for violations of consumer protection statutes—even federal
ones—yprinciples of federalism weigh heavily in favor of remand. See Bank of Am.
Corp., 672 F.3d at 676 (“Exercising federal question jurisdiction over any state law claim
that references a federal consumer protection statute would herald a potentially
enormous shift of traditionally state cases into federal courts”) (cleaned up); see also
People v. Sirius XM Radio Inc., 735 F. Supp. 3d 272, 282 (S.D.N.Y. May 23, 2024)
(“state courts frequently handle state-law consumer protection suits that refer to or are
predicated on standards set forth in federal statutes”). Here, the State’s enforcement
action is largely premised on violations of Connecticut’s consumer protection laws, and

under those circumstances “the claim of sovereign protection from removal arises in its

2 With respect to this element, Kalshi confusingly claims that “this Court is best
positioned to resolve the issue of whether...a federally registered DCM’s full adherence
to the CEA’s comprehensive regulatory regime can violate the federal Wire Act.” [ECF 1
1 19.] The State does not cite to the federal Wire Act in its Complaint. This is seemingly
recycled from Kalshi’'s removal notice in the Southern District of New York and does not
justify removal in the instant action.
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most powerful form.” Bank of Am. Corp., 672 F.3d at 676.

Exercising federal jurisdiction is even less appropriate here because the State’s
enforcement action is also based on state gambling law, an area traditionally regulated
by the states. As the Supreme Court has long recognized, the “suppression of gambling
is concededly within the police powers of a state.” Ah Sin v. Wittman, 198 U.S. 500,
505-506 (1905). And states have a longstanding recognized interest in reducing “the
social costs associated with” gambling. Greater New Orleans Broad. Ass’n, Inc. v.
United States, 527 U.S. 173, 185 (1999); see also Murphy v. Nat’l Collegiate Athletic
Ass’n, 584 U.S. 453, 484 (2018) (recognizing the “coherent federal policy” of
“respect[ing] the policy choices of the people of each State on the controversial issue of
gambling”).

Because federal defenses are insufficient as a basis for removal as a matter of
law, and because federal jurisdiction based solely on an expected (and already
rejected) preemption defense in this sovereign state action enforcing consumer
protection and gambling laws would upset the federal-state balance, there is no basis
for removal on the basis of a federal question.

B. Removal is Improper Under 28 U.S.C. § 1442(a)(2).

Kalshi’'s claimed basis for removal under 28 U.S.C. § 1442(a)(2), a “seldom-
invoked federal-title-dispute provision,” Veneruso v. Mount Vernon Neighborhood
Health Ctr., 586 Fed. Appx. 604, 608 (2d Cir. May 6, 2014) is even more strained than
its federal question argument and should be similarly rejected (again). See Nessel
(Exhibit A), 13 (“some of Defendant’s arguments are quite weak—its federal officer

theory especially”).
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There is a reason this provision is seldom invoked.® As then-Judge Newman
observed, § 1442(a)(2) descends from an 1866 revenue statute that “insure[d] a federal
forum to persons who took title to property from a revenue officer and faced a challenge
to their title from others, such as taxpayers, who claimed that the law under which the
revenue officer had seized their property was invalid.” Stratford, 434 F. Supp. at 714.
This is a sovereign enforcement action against Kalshi for offering illegal sports wagers;
it does not relate to the federal government’s authority to transfer property to third
parties. Kalshi's removal notice cites no authority, nor is the State aware of any,
supporting the use of this arcane provision beyond that context.

Kalshi’'s conflation of a CFTC designation and the sort of “property” interest
implicated by § 1442(a)(2) is a nonstarter. If § 1442(a)(2) applied to the State’s case
against Kalshi solely by virtue of Kalshi having received a designation to operate a
contract market, there is no reason why every defendant with any U.S. government
designation, certification, permit, or license would not be entitled to federal jurisdiction at
will—and why invoking § 1442(a)(2) as a basis for removal would not be commonplace,
stretching this “seldom-invoked” provision far beyond its bounds. See Watson v. Philip

Morris Cos., 551 U.S. 142, 153 (2007) (rejecting bid to “expand the scope of the statute

3 Kalshi cites Cuomo v. Crane Co., 771 F.3d 113 (2d Cir. 2014) for the proposition that
the “federal-officer removal statute ‘is not narrow or limited.” [ECF 1 [ 20.] But Cuomo
had nothing to do with subsection (a)(2). It dealt instead with the far more routinely-
applied § 1442(a)(7), which deals with claims against the Government and its
contractors or other agents—and is what is typically meant by “federal officer removal.”
See Cuomo, 771 F.3d at 116 (referring to “federal contractor defense”); see also
Colorado v. Symes, 286 U.S. 510, 517 & n.1 (1932) (applying precursor to § 1442(a)(7)
in criminal prosecution against federal agent). Kalshi knows that it cannot rely on §
1442(a)(1) as it is not a federal officer or agent and not “acting under” one for these
purposes. See Nevada v. Blockratize Inc., No. 26-cv-89, 2026 U.S. Dist. LEXIS 41671,
at *9-10 (D. Nev. Mar. 2, 2026) (CFTC designation alone insufficient to establish
defendant was “acting under” federal officer).

10
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considerably, potentially bringing within its scope state-court actions filed against private
firms in many highly regulated industries”).

Further, Kalshi cannot satisfy § 1442(a)(2)’s requirement that the State’s claim
“affect[] the validity of any law of the United States.” As discussed above, no federal law
is at issue in the State’s enforcement claims; nor is the “validity” of any such law. No
one disputes that the Commodity Exchange Act is “valid,” and Kalshi’s assertion to the
contrary [ECF 1 4] 27] borders on the frivolous. See Stratford, 434 F. Supp. at 715
(citations to federal laws in removal notice immaterial where plaintiff does not “attack the
validity of any of them”); Annemid RI LLC v. Griffin, No. 3:22-cv-108, 2022 U.S. Dist.
LEXIS 134512, at *6-7 (D. Conn. July 28, 2022) (“it is not enough that the action merely
implicate or involve a federal law”). The question, already answered in the negative in
Kalshi’s own suit in Cafferelli, is whether federal law controls, not whether it is valid.
Even if this Court had not already decisively rejected Kalshi’s preemption argument,
determining whether state or federal law applies is a task that state courts resolve day
in and day out and is not a basis for federal jurisdiction.

Thus, Kalshi’'s attempt to justify the removal of this action under 28 U.S.C. §
1442(a)(2) must be rejected.

C. Removal is Improper Under 28 U.S.C. § 1442(a)(1).

Kalshi’s final, three-paragraph, argument that the CFTC is a necessary party to
the State’s statutory enforcement action for monetary and injunctive relief against
Kalshi, borders on the disingenuous. Kalshi cites zero Connecticut or federal authority
for its assertion that in a state law enforcement action, the defendant’s federal regulator

is a necessary party, such that its absence constitutes “artful pleading” to avoid

11
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removal. That is because there is no basis for its argument.

As relevant here, “the artful pleading rule applies when Congress has...so
completely preempted, or entirely substituted, a federal law cause of action for a state
one that plaintiff cannot avoid removal by declining to plead necessary federal
questions.” Exxon Mobil Corp., 83 F.4th at 133 (cleaned up). This Court has already
rejected the predicates for this rule. The Kalshi sports wagers at issue in the State’s
Complaint are not “swaps” subject to CEA jurisdiction in the first place, Cafferelli, 2026
U.S. Dist. LEXIS 178500, at *28, and even if they were, no federal preemption bars
state causes of action arising from them. /d. at *40.

Rather than directly address the artful pleading standard, Kalshi appears instead
to apply a Rule 19-type necessary party analysis, suggesting the CFTC is a necessary
defendant, and its absence is a tactic to avoid federal jurisdiction. This argument, too,
fails. As explained above, there is no basis for the CFTC to claim any interest or
entitlement in the subject matter of this case, let alone for Kalshi to raise such an
interest vicariously on CFTC’s behalf. But even if CFTC could rightfully claim some
interest in the subject matter of this action, the State was not required to join the CFTC
in this suit. General Statutes § 52-102 requires joinder only of a party “necessary for a
complete determination or settlement of any question involved therein,” and permits
joinder of a party who “has or claims an interest in the controversy, or any part thereof,
adverse to the plaintiff.” The joinder rules “ensure that all persons whose interests are
implicated directly by an action are able to protect those interests through participation
in the action.” Batte-Holmgren v. Comm’r of Pub. Health, 281 Conn. 277, 288 (2007)

(emphasis added).

12
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Kalshi argues only that CFTC “has claimed a substantial interest in this exact
issue.” [ECF 1 [ 33.] But Kalshi does not explain how CFTC is a “necessary” party and
therefore required to be joined for a complete determination of Kalshi’s liability under
State law or to protect CFTC’s own interests. Kalshi cannot do so, because the State is
not taking any action against CFTC or any action that “directly implicates” or exposes
CFTC to any legal consequence.

The absurd implications of Kalshi’'s argument are obvious here, too. If removal of
a state claim based on non-joinder of a federal regulator who “claimed” an interest in the
subject matter were sufficient, virtually any claim against a defendant in a federally
regulated field would be subject to removal at the defendant’s option. This outcome is
particularly untenable in the sovereign law enforcement context, where “the claim of
sovereign protection from removal arises in its most powerful form.” Bank of Am. Corp.,
672 F.3d at 676.

Finally, as Kalshi notes, CFTC has already filed its own suit against the State,
United States v. Connecticut, No. 3:26-cv-498. The CFTC’s action is evidence that
CFTC is aware of the litigation concerning its registrants and is able to assert its own
interests, if it has any, without joinder in this or any other action in this Court.

Thus, the Court should summarily reject Kalshi’'s removal argument under the
“artful pleading” rule, as have all prior courts to have considered it. See Nevada, 2026
U.S. Dist. LEXIS 41964, at *14 (rejecting Kalshi’s claim that CFTC has “legal interest” in
Nevada law enforcement against Kalshi); Washington, 2026 U.S. Dist. LEXIS 99374, at
*3-4 (rejecting Kalshi’s “novel approach” because state is not “directly attempting to

interfere with Defendant’'s CFTC dealings,” and even if it were, Kalshi failed to show

13
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failure to join federal government is basis for removal); Nessel (Exhibit A) at 11-12
(rejecting “farfetched” claim that any case potentially involving federal preemption
requires presence of federal regulator).

D. Kalshi’s Objectively Unreasonable Removal Justifies Awarding the
State Attorney’s Fees.

The State respectfully requests under 28 U.S.C. § 1447(c) that the Court award it
costs and expenses incurred in litigating this Motion. Section 1447(c) allows an order
remanding a case to state court to “require payment of just costs and any actual
expenses, including attorney’s fees, incurred as a result of removal.” Congress enacted
28 U.S.C. § 1447(c) to address precisely this situation, where unjustified removal
“delays resolution of the case, imposes additional costs on both parties, and wastes
judicial resources.” Martin v. Franklin Capital Corp., 546 U.S. 132, 140 (2005).

In determining whether to award costs and fees, courts consider whether the
removing party had an objectively reasonable basis for removal. /d. at 141. District
courts have discretion in determining whether to award attorneys’ fees, id. at 139, and
“a great deal of discretion and flexibility to the district courts in fashioning awards of
costs and fees.” Morgan Guar. Trust Co. v. Republic of Palau, 971 F.2d 917, 924 (2d
Cir. 1992). Under the deferential abuse of discretion standard, the Second Circuit has
upheld awards of costs and fees where a defendant ignores the well-pleaded complaint
rule. E.g. Calabro v. Aniqa Halal Live Poultry Corp., 650 F.3d 163, 166 (2d Cir. 2011).

Fees and costs are warranted where a defendant “improperly removes a case
without bothering to conduct a reasoned evaluation of whether there are genuinely
proper grounds to do so.” Pineda v. Compere, No. 3:23-cv-01214, 2023 U.S. Dist.

LEXIS 210970, *12 (D. Conn. Nov. 28, 2023). “Alternatively, a federal court may assess

14
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fees and costs against a vexatious defendant who knows there are no proper grounds
for removal but who nonetheless decides to plunge ahead with removing a case in
hopes of delaying the litigation and imposing costs and inconvenience on an injured or
financially burdened plaintiff.” /Id. at *12-13; see also Ins. Co. v. Waterfield, 371 F. Supp.
2d 146, 151 (D. Conn. 2005) (awarding fees where there was no basis for removal and
removal delayed what was otherwise a simple state law case).

An award of costs and fees is warranted here. Kalshi knows there are no proper
grounds for removal and that its arguments for federal question jurisdiction in state
enforcement cases have been serially rejected by district courts across the country, see
Part |, supra, a fact Kalshi fails to acknowledge anywhere in its removal notice. See,
e.g., Nessel (Exhibit A) 13-14 (explaining Kalshi is “on a losing streak with similar
arguments in district courts across the country,” and querying whether “this decision will
be the tipping point for a [fee request in a] future court on a similar motion.”). Kalshi
knows that an anticipated federal defense is no basis for removal. See Caterpillar, 482
U.S. at 393. Kalshi knows that even if a federal defense could justify removal, this very
Court has already rejected the sole federal defense on which Kalshi’s removal effort is
based—its assertion that CEA preemption bars enforcement of State law as to Kalshi’'s
sports event contracts. Nonetheless, it appears that Kalshi removed this matter for the
sole purpose of delaying the proceedings in Superior Court. This is precisely the fact
pattern for which § 1447(c) fees are appropriate as a disincentive for meritless and
inconvenient removals.

Accordingly, the State respectfully requests an award of its fees in litigating this

Motion and is prepared to submit an affidavit in support of its request at the appropriate

15
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time.
IV. CONCLUSION
For the reasons set forth above, the State respectfully requests that this Court
remand the Complaint to the Judicial District of Hartford and award attorney’s fees and
costs to the State.
PLAINTIFF

STATE OF CONNECTICUT

WILLIAM TONG
ATTORNEY GENERAL

BY: /s/ Michael Nunes
Michael Nunes, No. ct31522
Joseph E. Gasser, No. ct30299
Assistant Attorneys General
Office of the Attorney General
165 Capitol Avenue
Hartford, CT 06106
Phone: 860-808-5400
Fax: 860-808-5593
joseph.gasser@ct.gov
michael.nunes@ct.gov
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CERTIFICATE OF SERVICE

| hereby certify that on September 8, 2026, a copy of the foregoing was filed
electronically and served by mail on anyone unable to accept electronic filing. Notice of
this filing will be sent by e-mail to all parties by operation of the Court’s electronic filing
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UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

DANA NESSEL,
Plaintff,
No. 1:26-cv-731

Honorable Paul L. Maloney
KALSHIEX, LLC,
Defendant.

N N N N N N S S S~

OPINION AND ORDER GRANTING IN PART AND DENYING IN PART
PLAINTIFF'S MOTION TO REMAND

This matter comes before the Court on a motion by Plaintiff, the Attorney General
of the state of Michigan, to remand this case to Michigan state court and for costs and fees
assoclated with the motion. (ECF No. 7). Plaintff mmtially filed the case in Ingham County
Circuit Court, and Defendant, Kalshiex, LLC (“Kalsh1”), removed the case to this Court.
(ECF No. 1). Defendant argues that Plaintiff’s state causes of action necessarily raise federal
1ssues, that those causes of action are completely preempted by federal law, and that Plaintiff
needed to join the Commodity Futures Trading Commission (CFT'C) in the state case under
state court rules. None of Defendant’s theories that this case belongs in this Court are
ultimately convincing. But at least some of them are based on reasonable arguments n a
rapidly evolving area of law. Plaintiff’s motion will thus be granted to the extent it seeks

remand and denied to the extent it seeks costs and fees.
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L

“Only state-court actions that originally could have been filed in federal court may be
removed to federal court by the defendant.” Caterpillar Inc. v. Williams, 482 U.S. 386, 392
(1987). Defendants removing a case from state to federal court have the burden of
establishing jurisdiction. Mays v. City of Flint, 871 F.3d 437, 442 (6th Cir. 2017). Removal
statutes “are to be strictly construed, and ‘all doubts should be resolved against removal.’”
1d. (quoting Harnden v. Jayco, Inc., 496 ¥.3d 579, 581 (6th Cir. 2007)). Courts must remand
removed cases over which they lack subject matter jurisdiction. 28 U.S.C. § 1447(c). Courts
may consider motions to remand as facial attacks on subject matter jurisdiction, Mays, 871
F.3d at 442, and in such attacks, the factual allegations of the complaint are taken as true,
Carrier Corp. v. Outokumpu Oyy, 673 F.3d 430, 440 (6th Cir. 2012).

IL

Defendant operates an online prediction market. (KCF No. 1-1 at PagelD.20 § 37).
It offers event contracts that allow customers to stake money on either the “yes” position that
a specified thing will happen, or the “no” position that it will not. (/d. at PagelD.21 Y 42-
47). These event contracts include products allowing customers to take positions on the
outcomes of sports games and the scores of those games. (/d. at PagelDD.23-24 § 56). Plaintff
mitiated this case in Ingham County Circuit Court on March 3, 2026, alleging that Defendant
operates an unlicensed and unlawful gambling operation under Michigan law, and that
Defendant’s offerings constitute a public nuisance. Plamtiff sought a declaration that
Defendant’s operation of what Plaintiff alleges 1s a “sports betting operation” 1s a common

law nuisance, and an injunction preventing Defendant from “engaging in or advertising [its]
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mternet sports betting operation.” (/d. at PagelD.33). Two days after the complaint was filed,
Defendant filed its notice of removal to this Court. (ECF No. 1).
II1.

Defendant has a few theories supporting removal. First, it argues that the case presents
federal questions, and second, 1t argues that it should be able to mvoke the statute about
cases directed against federal agencies or officers. Plaintiff challenges each of Defendant’s
theories and argues that Defendant’s arguments on the whole are weak enough to merit
granting attorney fees to Plaintiff. The Court addresses each argument in turn.

A. Federal Question

Defendant claims the Court has federal question jurisdiction over this case. See 28
U.S.C. § 1331. To mvoke federal question jurisdiction, plaintiffs must plead a cause of action
created by federal law or a state law claim that implicates “significant federal 1ssues.” Grable
& Sons Metal Prods., Inc. v. Darue Eng’e & Mifg., 545 U.S. 308, 312 (2005). Plaintff here
sued solely under Michigan law, and it 1s “settled law” that cases cannot come mto “federal
court on the basis of a federal defense . . . even if the defense 1s anticipated in the plaintiff’s
complaint, and even 1if both parties concede that the federal defense 1s the only question truly
atissue.” Caterpillar, 482 U.S. at 392. Defendant thus cannot rely on its core argument that
Michigan’s gambling laws are preempted by federal law as applied to Defendant’s sports
products and must rely on the “shim category” of cases implicating significant federal 1ssues.
Empire Healthchorce Assurance, Inc. v. McVeigh, 547 U.S. 677, 701 (2006). To fall within
it, Plaintiff’s state law claim must necessarily raise a federal 1ssue that 1s actually disputed and

substantial, and the Court must be able to entertain 1t “without disturbing any congressionally
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approved balance of federal and state judicial responsibilities.” Est. of Cornell v. Bayview
Loan Servicing, LLC, 908 F.3d 1008, 1014 (6th Cir. 2018).

1. PlainnfPs state law claims do not necessarily raise federal 1ssues.

Defendant’s first theory of a federal 1ssue necessarily raised 1s based on its theory that
the relevant Michigan statutes define “wagering” through reference to federal law. But they
do no such thing. Defendant’s theory 1s founded on a section of Michigan law entitled
“Legislative findings and declarations,” part of the Lawful Sports Betting Act (“LSBA”).
Mich. Comp. Laws § 432.402. In that section, the state legislature found that “[t|his act 1s
consistent and complies with the unlawful internet gambling enforcement act of 2006, 31
USC 5361 to 5367, and with 18 USC 1084, and permits the use of the mnternet” to place “a
sports bet or wager 1f that use complies with this act.” Id. § 432.402(b). Defendant argues
that LSBA’s definition of “sports betting” includes the term “wagering,” 1d. § 432.403(bb),
and the term “wagering” 1s not specifically defined. Rather than concluding that “wagering”
should be given its plain meaning i absence of a legislative defimtion, see McCormick v.
Carrzer, 795 N.W.2d 517, 524-25 (Mich. 2010), Defendant concludes that “wagering” must
be given the same definition it has under the Unlawful Internet Gambling Enforcement Act
of 2006 (“UIGEA”) based on the “consistent and complies with” language of § 432.402(b).
Defendant’s conclusion does not make sense. The legislative finding that LSBA 1s broadly
“consistent” with UIGEA mmplies that both LSBA and UIGEA can coexist, not that LSBA
adopts anything in particular from UIGEA. See Consistent, American Heritage Dictionary
of the English Language (3d ed. 1996) (“In agreement; compatible[.]”). UIGEA also does

not define “wager,” but instead the term “bet or wager” used throughout the UIGEA. 31
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U.S.C. § 5362(1); see §§ 5365(c)(2), 5366(b), 5367. That term of art does not appear in the
LSBA definition of sports betting. And the LSBA does define “internet sports betting wager,”
Mich. Comp. Laws § 432.403(w), as referenced in the complaint, (ECF No. 1-1 at PagelD.28
1 76), and that term 1s material to Plaintff’s legal theories, (1d. at PagelD.31 § 92);
§ 432.404(7). Defendant’s theory thus relies on the LSBA incorporating a defiition of a
term 1t does not use from a statute it does not incorporate. Interpretation of the “bet or
wager” definiion from the UIGEA 1s nrelevant to interpretation of the LSBA, so
Defendant’s theory that interpretation of the UIGEA 1s necessarily raised fails.

Defendant’s citation of Georgia Gambling Recovery LLC v. Kalshi Inc., No. 4:25-cv-
310 (CDL), 2026 WL 279375 (M.D. Ga. Feb. 3, 2026), does not change this result. The
court in Georgia Gambling Recovery was not interpreting Michigan law. Instead, it was
mterpreting a Georgia statute that Georgia courts determined required reference to other
sources of law to make a gambling contract illegal. /d. at *2-3. For example, the statute “did
not void a Georgla contract relating to the purchase of a Kentucky lottery ticket because the
lottery was lawful where the contract was formed.” Id. at *3 (citing 7alley v. Mathis, 453
S.E.2d 704 (Ga. 1995)). A claim under that statute, then, necessarily raised the question of
whether the contract was lawful under federal law. Georgia Gambling Recovery, 2026 WL
279375, at *3. That 1s not how Michigan’s LSBA works: its framework does not require
reference to any external sources of law to determine an act’s legality.

Defendant’s second theory 1s that Plaintiff’s nuisance claims necessarily raise a federal
1ssue, but this argument simply repeats the argument about the LSBA’s interaction with the

UIGEA. Plantiff’s nuisance claim rests on allegations that Defendant violated multiple

(S
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statutes: the “LLSBA, the Gaming Act and the Penal Code.” (ECF No. 1-1 at PagelDD.32-33
101). But Defendant does not articulate any theory that the other referenced statutes
mcorporate the UIGEA: it merely references its previous arguments about the LSBA and
once more cites Georgia Gambling Recovery without any additional analysis of Michigan
law. (See ECF No. 8 at PagelD.169). The first argument failed, so this one does too.
Defendant goes on to make arguments about the “Other Grable Factors.” (/d.). But
Grable did not present factors to be balanced, 1t presented elements of a test. Grable, 545
U.S. at 314 (“[Tlhe question 1s, does a state-law claim necessarily raise a stated federal 1ssue,
actually disputed and substantial, which a federal forum may entertain without disturbing any
congressionally approved balance of federal and state judicial responsibilities.”). The
Supreme Court, Sixth Circuit, and this Court have all described the prongs of the Grable test
as required elements. Gunn v. Minton, 568 U.S. 251, 258 (2013) (“[Flederal jurisdiction
over a state law claim will lie if a federal 1ssue 1s: (1) necessarily raised, (2) actually disputed,
(3) substantial, and (4) capable of resolution mn federal court without disrupting the federal-
state balance approved by Congress. Where all four of these requirements are met, we held,
jurisdiction 1s proper . . . .”); Miller v. Bruenger, 949 F.3d 986, 992 (6th Cir. 2020) (“To
establish federal jurisdiction on this basis, the underlying cause of action must (1) necessarily
raise a stated federal 1ssue that 1s (2) disputed and substantial and (3) hearable by the federal
courts without disturbing the established federal-state court balance.” (citation modified));
Michigan v. Enbridge Energy, LP, 571 F. Supp. 3d 851, 856-57 (W.D. Mich. 2021) (quoting
the Grable test then explaining that “[wlhere these requirements are met,” jurisdiction 1s

proper (citing Gunn, 568 U.S. at 258)). To treat the “necessarily raised” element as anything
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other than a requirement would effectively do away with the well-pleaded complaint rule and
treatment of federal law defenses explained in Caterpillar. This Court cannot do that, nor
should it. State courts are perfectly capable of handling defenses based n federal law. See
Tisdale v. United Ass’n of Journeymen & Apprentices of the Plumbing & Pipefitting Indus.
of the U.S. & Can., Loc. 704, 25 F.3d 1308, 1309 (6th Cir. 1994) (“As in other cases in which
a defendant asserts a defense based on a federal constitutional, statutory, or administrative
provision, the state court may have to interpret some text affected by federal law. But this
neither invokes removal jurisdiction nor divests the state court of its normal authority to
adjudicate a case that contains an 1ssue touching upon federal law.”). Because Defendant’s
Grable-based arguments failed at the necessarily raised step, the Court need not analyze them
further.

2. Federal law does not completely preempt Plaintiff’s state law causes of action.

Defendant’s final argument for federal question jurisdiction invokes an “exception to
the well-pleaded-complaint rule,” namely that for “complete preemption.” Miller, 949 F.3d
at 994 (citation modified). “Complete preemption arises in the rare circumstance where
Congress legislates an entire field of law,” so “proving such exhaustive preemption by the
federal government 1s exceedingly difficult.” Zd. Statutes creating complete preemption must
“reflect clear congressional mtent” to “override[] all state law on the topic” with language
containing “extraordinary preemptive power.” Id. at 994-95. This 1s an “exacting standard”
requiring “express terms,” and even express preemption provisions do not ordinarily meet
it. Id. at 995. The Supreme Court has only ever found that three statutes met the standard.

Roddy v. Grand Trunk W.R.R. Inc., 395 F.3d 318, 323 (6th Cir. 2005). They do so in part
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because they provide “the exclusive cause of action for the claim asserted and also set forth
procedures and remedies governing that cause of action.” Id. (quoting Beneficial Nat. Bank
v. Anderson, 539 U.S. 1, 8 (2003)). Complete preemption thus requires both language that
overcomes the “exceptionally strong presumption against complete preemption,” Miller, 949
F.3d at 995 (quoting Griftioen v. Cedar Rapids & lowa City Ry. Co., 785 F.3d 1182, 1189
(8th Cir. 2015)), and a “parallel federal cause of action” to which state law claims can be
“convertled],” Roddy, 395 F.3d at 323.

Both are required, but Defendant’s arguments as to the second element, the parallel
cause of action, are particularly thin. Defendant gestures toward the CEA m toto without
elaborating on where the cause of action is in the statute, what it 1s, who could invoke it, or
providing any other detail. (See ECF No. 8 at PagelDD.177). No other court has ever found
that the CEA provides a parallel cause of action, and no court Kalshi presented its complete
preemption theory to ever found complete preemption. See, e.g., Ohio Gambling Recovery,
LLC v. Kalshi Inc., No. 4:25-CV-1573, 2026 WL 865788, at *5-6 (N.D. Ohio Mar. 30,
2026); Kentucky Gambling Recovery LLC v. Kalshi Inc., No. 3:25-cv-00054-GFV'T, 2026
WL 596107, at *3 (E.D. Ky. Mar. 4, 2026); Nevada v. KalshiEX, LLC, No. 2:26-cv-00406-
MMD-MDC, Dkt. No. 45, slip op. at 6-9 (D. Nev. Mar. 2, 2026); Massachusetts v. Kalshil:X
LLC, 1:25-cv-12595-RGS, Dkt. No. 34 (D. Mass. Oct. 28, 2025). Defendant insists that a
footnote 1n Caterpillar means that the cause of action need not provide “the plantiff with a
remedy.” (ECF No. 8 at PagelD).178). Even assuming that were true, the cause of action
would still need to exzstand serve to parallel the preempted causes of action. The Caterpillar

footnote also only provides that the parallel federal cause of action need not provide the
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same type of relief as available under the preempted state law. See Caterpillar, 482 U.S. at
391 n.4. Defendant also argues that states may ask the CFTC to change 1its rules. (ECF No.
8 at PagelD.178). This 1s not a cause of action at all, and Defendant cites no authority to
mdicate 1t 1s, nor does it make any argument to that effect. Even 1if Defendant were correct
about the breadth of the CEA’s preemption, its preemption arguments would still be federal
defenses n the absence of the required cause of action to invoke complete preemption.
Defendant 1s not correct, though, that the CEA’s preemptive effect 1s as
comprehensive as it would need to be. Both a motions panel of the Sixth Circuit and this
Court have expressed skepticism that the CEA preempts the application of state gambling
laws to exchange-traded contracts to nearly the extent that Defendant claims 1t does, even
assuming that its products are “swaps.” See Kalshiex LLC'v. Schuler, No. 26-3196, 2026 WL
1295806, at *4-6 (6th Cir. Apr. 24, 2026); QCX, LLC'v. Nessel, No. 1:26-cv-710-PLM-P]G,
Dkt. No. 41, at PagelD.1119-1127 (W.D. Mich. June 17, 2026). The CEA allows states to
bring claims for violations of the CEA 1tself, 7 U.S.C. § 13a-2(1), specifically provides that
states may bring civil and criminal fraud cases in state court, 7d. § 13a-2(7), and “supersede]s]
and preemptls] the application of any State or local law that prohibits or regulates gaming”
only 1n certain situations, 1d. § 16(e)(2). The “exclusive jurisdiction” language on which
Defendant rehes, 1d. § 2(a)(1)(A), exists “to separate the functions of the [Commodity
Futures Trading] Commission from those of the Securities and Exchange Commission and
other regulatory agencies.” Merrill Lynch, Pierce, Fenner & Smuth, Inc. v. Curran, 456 U.S.
353, 386 (1982). It was “intended only to consolidate federal regulation . . . in the

Commussion.” Id. at 387. And the savings clauses in § 2(a)(1)(A) “signal[] that Congress does
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not mean to preempt the field.” Schuler, 2026 WL 1295806, at *5; see also Int’l Paper Co.
v. Quellette, 479 U.S. 481, 492 (1987) (explaining that a savings clause “negate[d] the
mference that Congress ‘left no room’ for state causes of action”).

Defendant thus fails to establish complete preemption. It does not i1dentify the
necessary parallel cause of action and fails to 1dentify language in the CEA which would
overcome the strong presumption against complete preemption. Its other grounds for federal
question jurisdiction failed as well. Defendant 1s left with its federal officer theory, to which
the Court now turns.

B. Federal Officer Removal

Cases may be removed from state to federal court if they are “against or directed to”
the United States “or any agency thereof or any officer . . . of the United States or of any
agency thereof . . . for or relating to any act under color of such office.” 28 U.S.C. § 1442
(a). The case may be removed “by them,” meaning the agency or officer. Id. The statute’s
“basic purpose 1s to protect the Federal Government from the interference with its operations
that would ensue were a State able, for example, to arrest and bring to trial in a State court
for an alleged offense against the law of the State, officers and agents of the Federal
Government acting within the scope of their authority.” Watson v. Philip Morris Co., 551
U.S. 142, 150 (2007) (citation modified). Defendant 1s not part of the United States
government, and “a federal officer 1s the only person who can remove a case” under the
statute. Hood v. Security Bank of Huntington, 562 F. Supp. 749, 750 (S.D. Ohio 1983);
Chevron USA Inc. v. Plaquemines Parish, 146 S. Ct. 1052, 1057 (2026) (“Under the federal

officer removal statute, . . . the removing defendant must be the United States, a federal

10
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agency, a federal officer, or a person ‘acting under’ a federal officer, such as certain private
parties hired to assist federal officers.”).

Defendant’s theory 1s that Plaintiff was required to join the CFT'C under Michigan’s
court rules and did not. Defendant cites no authority suggesting that a state court rule could
ever allow it to mvoke a removal statute usable only by federal agencies and officers.
Defendant cites the general principle that artful pleading cannot defeat removal, but the case
1t cites explains that “a plaimntiff may not defeat removal by omitting to plead necessary federal
questions.” Franchise Tax Bd. of Cal. v. Constr. Laborers Vacation 1r. for S. Cal., 463 U.S.
1, 22 (1983) (emphasis added). The Court has already addressed Plaintff’s federal question
arguments, and that case does not address federal officer removal. To the extent that
Defendant argues that the CFT'C 1s a necessary party, that would be addressed n this Court
under the standards of Federal Rule of Civil Procedure 19, not a Michigan court rule. See
Hayes v. Equitable Energy Res. Co., 266 F.3d 560, 566 (6th Cir. 2001) (“The Federal Rules
of Civil Procedure are the rules of practice which apply to civil actions n the federal courts,
regardless of whether jurisdiction 1s based on federal question or diversity of citizenship.”).
But applying Rule 19 would require the Court to have subject matter jurisdiction over the
case, which it would only have if the case were properly removed. At least one other court
has rejected an argument similar to Defendant’s based on Rule 19. See Washington v.
Kalshil!X, LLC, No. C26-1062-JCC, 2026 WL 1217743, at *2 (W.D. Wash. May 5, 2026).

Even entertaining Defendant’s theory as not foreclosed by § 1442’s text, though,
Defendant’s interpretation of the Michigan court rule 1s unreasonable and not based on any

authority. The rule on which Defendant relies, the “Necessary Joinder” rule, provides that

11
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“persons having such interests in the subject matter of an action that their presence in the
action 1s essential to permit the court to render complete relief must be made parties and
aligned as plaintiffs or defendants m accordance with their respective interests.” MCR
2.205(A). That rule serves to “prevent double recoveries and to obwiate the risk of
subsequent suits.” C-Spine Orthopedics, PLLC v. Progressive Mich. Ins. Co., 2 N.W.3d 71,
75 (Mich. Ct. App. 2022). Plaintif’s complaint seeks declaratory and imnjunctive relief against
Defendant. (ECF No. 1-1 at PagelD.33). Defendant never explains why those forms of relief
would not be “complete” without the CFT'C’s mmvolvement. Whatever interests the CFT'C
might have 1n the outcome of the case, they are insufficient to prevent courts from granting
complete relief on Plaintiff’s claims agamst Defendant. The CFT'C would not be required to
do anything and faces no legal exposure. Defendant’s argument seems to be that complete
relief can never be afforded i any case that potentially imvolves federal preemption
arguments unless the federal agencies are parties to the case. That idea 1s farfetched and lacks
any support. Moreover, even if Defendant’s arguments had menit, the proper course of
action would have been to present them to the state court to remedy the supposed necessary
party 1ssue. See MCR 2.205(B). Then, if Defendant were successful, the CFTC could have
jomed the case, and £ could have chosen whether to remove the case under § 1442. That
choice would never have been Defendant’s to make in any sequence of events. Defendant’s
final theory supporting removal fails, so Plamtif’s motion to remand will be granted.

C. Plaintiff’s Request for Costs and Fees

“An order remanding the case may require payment of just costs and any actual

expenses, including attorney fees, incurred as a result of the removal.” § 1447 (c). Courts may

12
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award fees “only where the removing party lacked an objectively reasonable basis for seeking
removal,” and “when an objectively reasonable basis exists, fees should be demied.” Martn
v. Franklin Capital Corp., 546 U.S. 132, 141 (2005). Removal can be objectively
unreasonable without being frivolous, and “objective reasonableness may depend on ‘the
clarity of the law at the time the notice of removal was filed.”” Kent State Univ. Bd. of Trs. v.
Lexington Ins. Co., 512 F. App’x 485, 489 (6th Cir. 2013) (quoting Lott v. Plizer, 492 F.3d
789, 792 (7th Cir. 2007)). When “clear case law” precludes a party’s argument for removal,
that party has “no objectively reasonable basis for removal.” Powers v. Cottrell, Inc., 728
F.3d 509, 520 (6th Cir. 2013).

The Court concludes that a fee award is not warranted here. It is true that Defendant
could not successtully defend its removal and that some of Defendant’s arguments were quite
weak—its federal officer theory especially. It 1s also true that Defendant 1s on a losing streak
with similar arguments 1 district courts across the country. That said, none of those other
courts have awarded fees to the parties requesting remand, and Plamntiff has not indicated
otherwise. See, e.g., Ohio Gambling Recovery, 2026 WL 865788, at "10; Kentucky
Gambling Recovery, 2026 WL 596107, at *10; Washington, 2026 WL 1217743, at *2;
1llimoirs Gambling Recovery, LLC v. Kalshi Inc., No. 25CV11374, 2026 WL 1164703, at *7
(N.D. Ill. Apr. 29, 2026). At least as far as Defendant’s federal question arguments are
concerned, the law 1s not settled regarding the degree to which the CEA preempts state law
claims. Some courts have accepted arguments similar to Defendant’s related to the “exclusive
jurisdiction” clause in 7 U.S.C. § 2(a)(1)(A), including the only appeals court to yet decide

the 1ssue. See Kalshikl X, LLC v. Flaherty, 172 F.4th 220, 228-31 (3d Cir. 2026); Kalshiex

13
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LLC v. Orgel, No. 3:26-cv-00034, 2026 WL 474869, at *9-10 (M.D. Tenn. Feb. 19, 2026).
Many others, of course, have rejected them. See, e.g., Schuler, 2026 WL 1295806, at *4-6;
QCX, No. 1:26-cv-710-PLM-PJG, Dkt. No. 41, at PagelD.1119-1127; KalshilkX LLC v.
Martin, 793 F. Supp. 3d 667, 676-86 (D. Md. 2025); Kalshil.X, LLC v. Hendrick, 817 F.
Supp. 3d 1014, 1023-34 (D. Nev. 2025). Those arguments are currently before the Sixth
Circuit, which has not 1ssued a binding decision yet. If Defendant loses once more there, the
law might be clearly settled, at least in this Circuit, but it 1s not today. Perhaps this decision
will be the tipping point for a future court on a similar motion. Cf. Powers, 728 F.3d at 520
(describing the fact that the defendant’s removals had been “rejected in 17 other federal
cases” as “noteworthy” in holding that the defendant “had no objectively reasonable basis for
removal”). But the Court finds the current legal landscape 1s not quite so hostile to all of
Defendant’s arguments as to justify a fee award.
IV.

Plaintiff’s motion (ECF No. 7) s GRANTED IN PART AND DENIED IN PART.
It 1s denied insofar as it seeks an award of costs and fees. But it 1s granted msofar as it seeks
remand. This case 1s REMANDED back to the Ingham County Circuit Court.
IT IS SO ORDERED.
Date:__June 25, 2026 s/ Paul L.. Maloney

Paul L. Maloney
United States District Judge

14
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United States District Court
District of Massachusetts (Boston)
CIVIL DOCKET FOR CASE #: 1:25-cv-12595-RGS

Commonwealth of Massachusetts v. KalshiEX LLC Date Filed: 09/16/2025
Assigned to: Judge Richard G. Stearns Date Terminated: 10/28/2025
Case in other court: Superior Court of Massachusetts, Jury Demand: None

2584CV02525 Nature of Suit: 890 Other Statutory Actions
Cause: 28:1331 Fed. Question Jurisdiction: Federal Question
Date Filed # | Docket Text
10/28/2025 34 | Judge Richard G. Stearns: ELECTRONIC ORDER entered granting 20 Motion to Remand

to State Court.

The Commonwealth of Massachusetts (the Commonwealth) filed this civil enforcement
action against defendant KalshiEX LLC (Kalshi) in state court. Kalshi removed the case to
this court on September 16, 2025. Before the court now is the Commonwealth's timely
motion to remand. For the following reasons, the court will allow the motion.

The complaint asserts a single claim against Kalshi: unlicensed sports wagering in
violation of Mass. Gen. Laws ch. 23N, § 5. Kalshi does not contend that the federal
Commodity Exchange Act (CEA) completely preempts the state's traditional police power
to regulate sports gambling within its borders. It argues only that the CEA precludes
regulation of the specific subset of sports gambling that Kalshi offers -- wagering on
designated contract markets. See Oppn [Dkt # 31] at 13. This is a plain vanilla federal
preemption defense, not a claim of complete preemption.

The distinction matters. Complete preemption arises in instances where "Congress so
strongly intended an exclusive federal cause of action that what a plaintiff calls a state law
claim is to be recharacterized as a federal claim." Fayard v. Ne. Vehicle Servs., LLC, 533
F.3d 42, 45 (1st Cir. 2008) (emphasis in original). It is "a narrow exception to the well-
pleaded complaint rule,"Lopez-Munoz v. Triple-S Salud, Inc., 754 F.3d 1, 5 (1st Cir. 2014),
and applies only where the defendant can show clear Congressional intent to displace state
regulation, see Hillsborough Cnty. v. Automated Med. Lab'ys, Inc., 471 U.S. 707, 717-720
(1985); see also Rhode Island v. Shell Oil Prods. Co., 35 F.4th 44, 57 (1st Cir. 2022)
(defendant must show Congress clearly intended to supersede state authority) (emphasis in
original). The court discerns no such clear intent in the CEA or its legislative history.

Accordingly, the case is remanded to the Massachusetts Superior Court for Suffolk County.
(RGS, law3) (Entered: 10/28/2025)
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