USDC is designed to track the U.S. dollar, but it is not cash sitting in a bank account that no company can touch.
Circle, the issuer of USDC, can block certain addresses from using USDC on supported networks. It may do so in
response to legal requirements or its own compliance decisions. That matters to gambling and betting apps
because a payment made in USDC can be delayed, blocked or made unusable—even if the customer, app and

transaction are otherwise functioning normally.

The key distinction is simple: USDC can move like a digital token, but it remains an issuer-controlled
product. A blockchain transaction may be public and technically valid while the address involved is blocked from
sending or receiving the token. That creates payment risk for customers and operators, but it does not by itself

decide whether a gambling app is legal.

This article separates what is generally true about Circle's controls from what remains a legal question in the fast-
moving dispute over sports contracts and prediction markets. It also distinguishes contracts traded from dollars

wagered: a market's contract volume is not necessarily the amount customers deposited, risked or lost.

What “Circle USDC freezing” means

Circle's terms and compliance materials reserve the ability to block, freeze or otherwise restrict USDC associated
with particular addresses in certain circumstances, including to meet legal or regulatory requirements. On
supported blockchains, Circle can use the token contract’s controls to prevent a listed address from transferring

USDC. The precise mechanics and scope depend on the network and token involved.

“Frozen” does not necessarily mean that the tokens have been removed from the blockchain or confiscated. The
balance may still appear at the address, while the token contract prevents the address from moving it. A freeze can
therefore make funds practically unusable without changing the visible balance. A freeze is also different from a
seizure, forfeiture or final court judgment: those actions involve separate legal processes and questions about who

owns the funds.

Address blocking USDC is not the same as blocking every crypto payment

Address blocking USDC applies to the relevant token and address—not automatically to every asset, wallet or
blockchain. A user may still be able to transact with other tokens, although exchanges, custodians and payment
providers can impose their own restrictions. Conversely, a platform might block a customer’s account even if Circle

has not blocked the customer’s on-chain address.

USDC can also be held through different arrangements, including wallets controlled by the customer, custodial
accounts at an exchange, or versions of tokens created through bridging. The practical result depends on where
the token is held, which network and token contract are involved, and whether an intermediary has its own
compliance controls. A bridged or third-party token should not be assumed to have identical redemption rights or

issuer controls to native USDC.

How a freeze could affect betting-app customers

Imagine a user deposits USDC into an app, places a position, and later tries to withdraw. A restriction could
interrupt that path at several points: the user’s sending address might be blocked; the app’s deposit or withdrawal
address could be restricted; or an exchange or custodian handling the payment could pause the account. The app

may also impose its own limits while it reviews the deposit.



* Deposits: A blocked transfer may fail, or the app may receive tokens it cannot move or redeem.

e Withdrawals: A user could see a USDC balance in an app but be unable to withdraw it while the relevant

address or account is restricted.

* Settlement: An operator that relies on USDC to pay customers or vendors may face a delay if its treasury

address is blocked.

* Account reviews: A payment flagged by a provider can trigger identity checks or a temporary hold, even

when the customer believes the transfer was legitimate.

These are payment and custody risks, not proof that a customer violated gambling law. Nor does a freeze alone
establish that an operator is unlicensed. It means that the issuer or an intermediary has restricted a payment rail;

the reasons and legal consequences have to be assessed separately.

Three different markets: licensed sportsbooks, offshore operators and
prediction markets

Type of service Typical regulatory framework Why USDC controls matter State-licensed sportsbook State gambling
laws, licensing rules, consumer-protection requirements and payment controls USDC may be unavailable or
restricted under the operator's approved payment rules; a freeze can complicate deposits, withdrawals or treasury
operations. Offshore operator May be licensed outside the United States, but that does not automatically
authorize service to customers in a particular U.S. state Crypto can make payments easier to send across borders,
but it does not make the operator lawful in a state or shield funds from issuer and intermediary controls.
Prediction market or event-contract platform May claim federal derivatives oversight; states may argue that
particular contracts or conduct fall under state gambling law USDC can be a funding or settlement method, but
payment technology does not resolve whether the underlying contract is a derivative, a wager or something else

under applicable law.

A state-licensed sportsbook operates under a state’s gambling framework and is generally subject to rules about
where it can accept customers, how it handles funds and what products it may offer. An offshore operator may
accept crypto, but a foreign license is not a passport to operate in every U.S. state. Customers should not read

"USDC accepted” as “legally approved.”

Prediction markets present a different dispute. Platforms such as Kalshi have argued that certain event contracts
fall under federal derivatives law and federal oversight, rather than state sports-gambling rules. State regulators, in
some cases, have argued that sports-related contracts offered to residents function like unlicensed gambling and
should be governed by state law. The legal answer can depend on the contract, the regulator involved, the

location of the customer and the procedural posture of the case.

The jurisdiction fight: state gambling law versus federal derivatives law

The central question is not whether a product uses blockchain or calls itself a prediction market. It is which legal
framework governs the product. The federal Commodity Exchange Act gives the Commodity Futures Trading
Commission (CFTC) authority over specified derivatives markets. States, meanwhile, regulate gambling within their

borders, including licensing and consumer protections for sports wagering.

Platforms may argue that event contracts are swaps or other derivatives overseen by the CFTC. State officials may
respond that a contract tied to a sports result is, in substance, a bet offered to state residents without the required
license. The labels used in marketing are not dispositive. Regulators and courts look to the product’s structure and

the relevant statutes.



That is why a prediction-market platform cannot settle a state-law dispute just by saying “this is not a
sportsbook.” Equally, a state cannot settle the federal question merely by calling a product gambling. The overlap

between state gambling authority and federal derivatives law is being tested through agency actions and litigation.

Cease-and-desist letters, subpoenas and enforcement campaigns

State regulators can use several tools as they investigate or challenge an operator. A cease-and-desist order
may demand that a company stop offering a product in the state, although the company may dispute the state’s
authority and seek relief in court. A subpoena or information request can seek records about the product, its
users, marketing, payment flows or business relationships. An enforcement campaign can involve multiple

regulators, public warnings, investigations or separate actions against related companies.

In Connecticut, information requests have included questions directed at app stores about the availability of
event-contract apps. The app stores matter as a distribution channel: regulators may seek information about how
an app is listed or made available to state residents. Such requests are not, by themselves, a court finding that the

app or its contracts are illegal.

Robinhood's event-contract offering illustrates why the plumbing can be relevant without deciding the legal issue.
Robinhood has used its exchange infrastructure to route event contracts, and customers may encounter the
product inside a familiar brokerage app. That routing and presentation can prompt questions about who operates
the market, which entity handles the contract, and what regulators oversee it. It does not automatically establish

that a contract is a state-law wager—or that it is exempt from state gambling rules.

Crypto.com has also been associated with event-contract products and regulatory scrutiny. As with Robinhood
and Kalshi, the fact that a company offers a contract, uses an app, or supports a payment method does not
answer whether the product sports betting payouts in usdc is properly authorized in each state. The company’s

structure and the exact product matter.

Why the court picture remains uncertain

Some disputes involve requests for preliminary injunctions—temporary court orders that can prevent a
regulator or company from taking certain steps while a case proceeds. An injunction is not necessarily a final ruling
on the merits. A judge may consider factors such as the likelihood of success, the risk of irreparable harm and the

balance of equities, all under the applicable legal standard.

Outcomes can differ across cases because the contracts, state statutes, agency actions and procedural histories
differ. Courts may also disagree about how federal derivatives law interacts with state gambling authority. If
federal appeals courts reach conflicting decisions on the same legal question, that can create a circuit split. A split
can increase the chance of further appellate review, potentially including review by the U.S. Supreme Court, but it

does not guarantee it.


https://www.thecoinrepublic.com/2026/09/24/sports-bettings-three-way-legal-battle-crypto-quietly-maneuvers-between-the-lines/

For operators and customers, the practical point is that an early court victory in one place may not create a

nationwide rule. A preliminary injunction may apply only to particular parties or conduct, and an appeal can

change the position later. State enforcement can also proceed on separate legal theories.

What this means for operators and customers

For operators

Do not treat USDC as a guaranteed, freeze-proof payment rail. Build contingency plans for blocked addresses,
delayed withdrawals and changes in issuer or exchange access.

Separate payment compliance from product authorization. A payment provider's willingness to process USDC

is not a state gambling license or CFTC determination.

Document where customers are located, which entity offers each contract, and how deposits, settlement and

withdrawals work.

Review customer disclosures so they explain holds and payment restrictions without implying that funds are

always immediately redeemable.

For customers

Check whether the app is authorized for your location and whether the product is a sportsbook wager or an

event contract.

Understand who controls the wallet or account holding your funds, and what happens if a transfer is delayed

or restricted.

Keep records of deposits, withdrawals and support communications. A displayed token balance does not

guarantee that a transfer can be completed.

Do not assume that using USDC makes a transaction anonymous, legally protected or immune from review.

Bottom line

Circle USDC freezing is a real operational possibility because USDC is an issuer-controlled stablecoin with address-

blocking features. A freeze can disrupt deposits, withdrawals or settlement, but it does not automatically



determine whether a betting app is legal or whether funds have been finally confiscated.
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The bigger legal question is still the boundary between state-licensed gambling, offshore wagering and federally

regulated event contracts. State cease-and-desist actions, subpoenas and information requests—including

inquiries about app-store distribution—show that regulators are testing that boundary. Preliminary injunctions

and possible disagreements among federal appeals courts leave room for outcomes to change.

Finally, when a platform announces impressive activity, ask what the number measures. Contracts traded are not

the same thing as dollars wagered. Neither a high contract count nor a USDC payment option answers the

questions that matter most: who is authorized to offer the product, what law governs it, and whether the

customer can actually access the funds.



