PROJECT ON GOVERNMENT OVERSIGHT

Christopher Kirkpatrick

Secretary of the Commission
Commodity Futures Trading Commission
Three Lafayette Centre

1155 21st St. NW

Washington, DC 20581

Via electronic submission:
https://comments.cftc.gov/PublicComments/ReleasesWithComments.aspx

Re: Advance Notice of Proposed Rulemaking, RIN 3038-AF65
Dear Secretary Kirkpatrick:

The Project On Government Oversight (POGO) submits the following comment to the
Commodity Futures Trading Commission (CFTC) concerning the Advance Notice of Proposed
Rulemaking regarding event contract derivatives traded on prediction markets.! POGO is a
nonpartisan, independent watchdog that investigates, exposes, and champions reforms on
systemic corruption, abuse of power, and waste.?

POGO urges the Commission to specify that event contracts related to death, political events,
or electoral outcomes, as well as event contracts that create incentives for government officials
to trade on Material Nonpublic Information (MNPI), are “contrary to the public interest” under
the CFTC’'s Commodity Exchange Act (CEA) authority. In addition, we urge the Commission to
strengthen pre-listing review for these and other categories of event contracts that implicate
significant public interest concerns.

Specify That Certain Event Contracts Are Contrary to the Public Interest

Response to Questions C.8, C.13, C.20, and C.21 in CFTC Public Comment Request on Advance
Notice of Proposed Rulemaking Relating to Prediction Markets.

Under the CEA, the CFTC may ban public trading on certain contracts by determining that such
contracts are against the public interest.3 The statute specifically lists contracts that involve

1 Prediction Markets, 91 Fed. Reg. 12,516 (March 16, 2026), https://www.govinfo.gov/content/pkg/FR-2026-03-
16/pdf/2026-05105.pdf.

2 Project On Government Oversight, https://www.pogo.org/.

37 U.S.C. § 7a-2(c)(5)(C) (2026), https://www.law.cornell.edu/uscode/text/7/7a-2.
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activities that are “unlawful under any Federal or State law” or are related to “terrorism,”

n

“assassination,” “war,” or “gaming” as those which may be banned, in addition to other
“similar” contracts deemed against the public interest by the CFTC.* As described below, the
rise of online prediction markets has created meaningful risks of insider trading and

corruption, with consequences that are against the public interest.

The Commission should clarify that any bets related to death, political events, or electoral
outcomes, as well as bets dependent on government actions that create incentives for
government officials to trade on MNPI, are contrary to the public interest and are expressly
prohibited. In doing so, the Commission would be better equipped to address any potential
abuse of such contracts and provide much-needed guidance to prediction market platforms and
users.

Contracts Related to Death

Contracts dependent on the death of or physical harm to any individual are clearly against the
public interest. Such contracts reduce the value of human life by turning real people’s physical
well-being into the gamified object of interest for online traders looking to enrich

themselves. In addition to physical risk, individuals who are commodified by such

betting may fear for their safety, enduring a significant psychological toll, as well as the possible
financial toll as they seek out ways to increase their security. This fear speaks to a broader
impact on society as a whole, as these contracts could incentivize violent behavior, including
assassinations and other physical assaults, in order to impact the success of placed bets.

These contracts are also likely to implicate government actions affecting national security and
political leaders, as exemplified by recent prediction market betting on the death of Iranian
Supreme Leader Ali Khamenei.> This betting may therefore reduce trust in government
decision-making and could incentivize government workers to abuse MNPI, as further discussed
below.

Contracts Related to Political Events and Electoral Outcomes®

Contracts tied to political events and electoral outcomes could erode the public’s trust in the
fairness of political systems, incentivize potential election interference, and introduce anti-
democratic financial incentives that could sway voters’ decision-making. When votes potentially

47 U.S.C. § 7a-2(c)(5)(C)(i) (2026), https://www.law.cornell.edu/uscode/text/7/7a-2.
5 Bobby Allyn, “Prediction market trader ‘Magamyman’ made $553,000 on death of Iran’s supreme leader,” NPR,
March 1, 2026, https://www.npr.org/2026/03/01/nx-s1-5731568/polymarket-trade-iran-supreme-leader-killing.

5 The term “political events” is used here to encompass actions, events, or outcomes that relate to the political or
public interests, policies, or democratic processes of the United States. For example, such events include, but are
not limited to, the passage of legislation, the creation of regulations, the conclusion of agency adjudications, the
outcome of political nominations, and the decision to make changes in congressional leadership.
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translate to a profit, such contracts put the democratic process up for sale. Electing the best
candidate would no longer be the only incentive for voters. As long as event contracts

on electoral outcomes are permitted, possible financial incentives and conflicts of interest will
always threaten election integrity. These problems could especially be a threat in small or close
elections, in which several thousand votes may sway the political outcome. Similarly, contracts
placed on the outcomes of other types of political events — such as political nominations or the
outcome of regulatory adjudications — undermine public confidence in the democratic process.

Members of Congress, regulators, and experts in economics and law have all expressed their
concerns about mixing politics with event contracts.” In order to protect the actuality and
appearance of free and fair elections and ensure the irreproachability of political events,
contracts involving political events and electoral outcomes must be classified as being against
the public interest.

Contracts Dependent on Government Actions that Encourage Government Insiders to Trade
on MINPI

Contracts that depend on government actions and encourage government insiders to trade on
MNPI incentivize government employees and contractors to subvert the fairness of markets by
using confidential information to gain an advantage. Further, they undermine public trust

and may lead to significant national security risks by revealing sensitive classified information
through trading. Such contracts are dependent on the occurrence of specific government
actions, ranging from individual agency rulings to foreign military interventions. While certain
market platforms like Kalshi and Polymarket have updated their rules and certain government
ethics rules prohibit federal workers from leveraging non-public information to place such bets,
violations of these rules are usually punishable by internal agency disciplinary action,

which may be insufficient deterrence in the face of lucrative financial incentives.®

Recently, U.S. soldier Gannon Ken Van Dyke was charged with unlawful use of confidential
government information for personal gain, fraud, and making an unlawful monetary

7 Ronak Desai, Marguerite Harris, and Renato Mariotti, “Congress Predictably Turns Its Attention to Prediction
Markets,” JDSupra, April 1, 2026, https://www.jdsupra.com/legalnews/congress-and-prediction-markets-the-
5716705/; Joshua Mitts and Moran Ofir, “From Iran to Taylor Swift: Informed Trading in Prediction Markets,”
Harvard Law School Forum on Corporate Governance, March 25, 2026,
https://corpgov.law.harvard.edu/2026/03/25/from-iran-to-taylor-swift-informed-trading-in-prediction-markets/;
Sean Higgins, “An expert explains how prediction markets like Kalshi blur the line with gambling,” KUER, April 13,
2026, https://www.kuer.org/politics-government/2026-04-13/an-expert-explains-how-prediction-markets-like-
kalshi-blur-the-line-with-gambling.

8 Emily Nicolle and Katherine Doherty, “Polymarket, Kalshi Take On Insider Trading as Scrutiny Grows,” Bloomberg,
March 23, 2026, https://www.bloomberg.com/news/articles/2026-03-23/polymarket-implements-new-insider-
trading-rules-after-scrutiny; 5 CFR § 2635.703 (2024), https://www.ecfr.gov/current/title-5/chapter-
XVI/subchapter-B/part-2635/subpart-G/section-2635.703.
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transaction.’ Van Dyke allegedly placed bets on the capture of Venezuelan President Nicolds
Maduro while he was involved in the operation himself. This bet first gained media attention in
January 2026 during the lead-up to the U.S. operation to capture Maduro. An anonymous
Polymarket user placed a bet that Maduro would be out of power by the end of the month, just
hours before U.S. troops landed in Venezuela.® The anonymous user earned over $400,000.
Public reporting has questioned whether these bets, which may have relied on classified
information, could have risked U.S. troops during the operation, as any Polymarket observer
could have detected the unusual trading activity.!?

Another recent example that raised suspicions of misused MNPI involved a surge of bets, worth
half a billion dollars, that were placed 15 minutes before President Donald Trump posted on
Truth Social about a “complete and total resolution” to hostilities with Iran on March 23,
2026.12 Whether or not MNPI was misused, the appearance of impropriety

undermines prediction market fairness and official government decisions.

Given the dangerous, unethical state of affairs created by exchange contracts related to death,
specific electoral outcomes, and political events, and contracts that depend on government
actions and create incentives for government officials to trade on MNPI, the Commission should
act decisively to specify that such contracts are against the public interest. Further, the

CFTC should implement prevention tools to flag and prohibit any platform from trading on such
contracts.

Strengthen Pre-Listing Review for High-Risk Contracts

Response to Questions D.23, D.24, D.27, C.21, E.29, and E.32 in CFTC Public Comment Request
on Advance Notice of Proposed Rulemaking Relating to Prediction Markets.

9 Department of Justice, “U.S. Soldier Charged With Using Classified Information To Profit From Prediction Market
Bets,” Press Release, April 23, 2026, https://www.justice.gov/opa/pr/us-soldier-charged-using-classified-
information-profit-prediction-market-bets.

10 Bobby Allyn, “A $400,000 Profit on Maduro’s Capture Raises Insider Trading Questions on Polymarket,” NPR,
January 5, 2026, https://www.npr.org/2026/01/05/nx-s1-5667232/polymarket-maduro-bet-insider-trading.

11 Congressman Eugene Vindman, “Vindman Demands Polymarket Turn Over Records on Bets Ties to U.S. Military
Actions,” Press Release, April 13, 2026, https://vindman.house.gov/2026/04/13/vindman-demands-polymarket-
turn-over-records-on-bets-tied-to-u-s-military-actions/; Ken Sweet, “Well-timed bets on Polymarket tied to the
Iran war draw calls for investigations from lawmakers,” AP News, April 9, 2026,
https://apnews.com/article/polymarket-kalshi-trump-iran-prediction-congress-
d16d7bdf9a56cc1466b44baaf634aeeb.

12 Nick Marsh, “The insider trading suspicions looming over Trump’s presidency,” BBC, April 20, 2026,
https://www.bbc.com/news/articles/cgeOgrppe3po; Amanda Cooper, “Traders bet $500 million on oil price just
before Trump’s post on delay to Iran attack,” Reuters, March 24, 2026,
https://www.reuters.com/business/energy/traders-bet-500-million-oil-price-just-before-trumps-post-delay-iran-
attack-2026-03-24/.
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The current framework places primary responsibility for CEA and regulatory compliance on
Designated Contract Markets (DCMs) and Swap Execution Facilities (SEFs), with Commission
review occurring only in limited circumstances.’® In other words, exchanges may self-certify
new contracts for listing, subject to the Commission’s authority to review and prohibit those
that are specified under section 5¢(c)(5)(C) of the CEA.'* Considering the contracts that
generated hundreds of thousands of dollars in profit for accounts that traded on the status of
Venezuela’s leadership and the war in Iran, this framework is clearly not sufficient to execute
the law as it was intended.

For most commodity and financial derivatives, a self-certification regime functions well because
exchange operators have strong incentives to assess contract viability and legal compliance,
and the Commission retains oversight authority. However, for event contracts involving death,
election outcomes, political events, government actions, and other sensitive subject matter, the
self-certification framework does not adequately account for the full range of public interest
concerns at stake. The potential harms from such contracts, including the creation of incentives
for use of MNPI and the normalization of markets involving the loss of life, are not readily
captured by the conventional contract review processes.

Importantly, as mentioned above, Congress has already identified certain categories of activity
as raising serious public interest concerns. Section 5c(c)(5)(C)(i) of the CEA lists unlawful
activity, terrorism, assassination, war, and gaming as categories for which event contracts may
be contrary to the public interest.'® Yet despite this statutory guidance, contracts implicating
these categories are not currently subject to any required pre-listing review. Allowing such
contracts violates the spirit and intent of the CEA. In light of this gap, the Commission should be
clear that such contracts will invite additional scrutiny, including through a more robust pre-
listing review process rather than relying solely on exchange self-certification.

To address these gaps, the Commission should adopt a targeted, risk-based, pre-listing review
requirement for defined categories of high-risk contracts. At a minimum, mandatory pre-listing
review should apply to:

e Contracts involving the death or physical harm of any individual;

¢ Contracts tied to election outcomes and political events;

13 “Contracts & Products,” Commodity Futures Trading

Commission, https://www.cftc.gov/IndustryOversight/ContractsProducts/index.htm.

147 U.S.C. § 7a-2(c)(1) (2026), https://www.law.cornell.edu/uscode/about/how-current; 17 C.F.R. § 40.2 (2024),
https://www.law.cornell.edu/cfr/text/17/40.2. DCMs may alternatively seek voluntary prior Commission approval
under CEA §§ 5c(c)(4)-(5), 7 U.S.C. § 7a-2(c)(4)-(5), and 17 C.F.R. § 40.3.

157 U.S.C. § 7(d)(3) (2026), https://www.law.cornell.edu/uscode/text/7/7; 7 U.S.C. § 7(d)(3) is also referred to as

DCM Core Principle 3, requiring that contracts not be readily susceptible to manipulation.
167 U.S.C. § 7a-2(c)(5)(C) (2026), https://www.law.cornell.edu/uscode/text/7/7a-2.
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e Contracts dependent on government actions that create incentives for government
officials to trade on MNPI; and

e Contracts implicating any of the enumerated activities in Section 5¢(c)(5)(C)(i), including
unlawful activity, terrorism, assassination, war, gaming, or similar conduct.'’

For contracts falling within these categories, the Commission should require a mandatory pre-
listing review period during which the contract may not be listed or traded. This process should
be distinct from, and not satisfied by, the standard self-certification process. The Commission
may also consider including a catch-all category for novel contracts that raise comparable
public interest concerns.

To implement this, the Commission should require exchanges to affirmatively certify, as part of
any self-certification submission, whether a proposed contract falls within a defined trigger
category, with false or incomplete certifications subject to civil monetary penalties under

CEA section 6(c).*® If technologically possible, the Commission should also implement an
automated flagging system that screens incoming self-certified submissions for keywords
associated with trigger categories and routes flagged submissions for mandatory pre-listing
review. The process should also include routine audits of incoming submissions to ensure
compliance with pre-listing review requirements.

A targeted pre-listing review process would not impose unnecessary burdens on low-risk
contracts but would ensure that those contracts with the greatest potential for harm
receive appropriate scrutiny before entering the market. Strengthening these procedures
would reduce reliance on post-hoc enforcement, provide greater regulatory certainty, and
better align the Commission’s oversight with the evolving risks posed by modern prediction
markets.

We understand the significance of fostering innovation and reducing regulatory burden. These
goals, however, should not come at the expense of the public, any individual, or the integrity of
our democratic institutions. When prediction markets incentivize unethical activities and
harmful consequences to human life, the CFTC should conduct a cost-benefit analysis that
prioritizes human welfare and the public interest over economic gain.

17 The appropriate scope of mandatory pre-listing review depends on the extent to which the Commission adopts
the clarifications urged in Section I. If Section | is adopted in full, mandatory pre-listing review would apply only to
contracts implicating the enumerated activities in CEA section 5c¢(c)(5)(C)(i), as contracts involving death, election
outcomes, and political events, and government officials trading on MNPI would be prohibited outright. If Section |
is adopted only in part, mandatory pre-listing review should apply to whichever of the above categories are not
addressed through an outright prohibition. If Section | is not adopted at all, mandatory pre-listing review should
apply to all four categories listed above.

187 U.S.C. § 13a-1 (2026), https://www.law.cornell.edu/uscode/text/7/13a-1.
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POGO appreciates the opportunity to comment on the Commission’s Advance Notice of
Proposed Rulemaking regarding prediction markets and event contracts. We commend the
Commission for taking steps to address the risks posed by these markets and encourage the
adoption of clear, enforceable safeguards to protect the public interest.

We would welcome the opportunity to provide additional information or engage further on
these issues. If you have any questions about these recommendations, please contact Janice
Luong at janice.luong@pogo.org.

Sincerely,

Aok

. w52 e N
\L.J

Janice Luong
Policy Associate
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