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Securities Regulation Daily Wrap Up, ENFORCEMENT—N.D. Ga.: Ironridge
swings back at SEC’s improper-venue contentions, (Aug. 18, 2015)

By Amy Leisinger, J.D.

In its ongoing battle with the SEC, Ironridge Global IV, Ltd. has filed a reply brief in support of its motion to enjoin
an SEC administrative proceeding against it. In particular, Ironridge disputes the Commission’s contention that
the northern district of Georgia is an improper venue for the action, arguing that the venue statute lays venue
with a court in which the SEC is subject to personal jurisdiction and that the SEC’s Atlanta division’s involvement
in the proceeding provides the Atlanta federal court with that jurisdiction. The reply brief also reiterates the
company’s arguments in support of a preliminary injunction to halt the Commission proceeding (Ironridge Global
IV, Ltd. v. SEC, August 17, 2015).

Background. In June, the SEC accused Ironridge of violating Exchange Act Sections 15(a) and 20(b) by
operating as an unregistered dealer engaged in serial underwriting activity, providing investment advice and
receiving and selling billions of shares of penny stocks. Ironridge moved to enjoin the agency’s administrative
proceeding from going forward on three grounds: (1) the proceeding violated the company’s right to a trial by
jury; (2) the administrative law judge (ALJ) overseeing the hearing was protected from removal by two layers of
good-cause tenure protection; and (3) the ALJ was an inferior officer not appointed by SEC commissioners in
violation of Article II of the U.S. Constitution. The SEC filed an opposition to Ironridge’s motion for an injunction,
arguing that Ironridge was unlikely to prevail on the merits of its arguments and could not establish that the
northern district of Georgia is a valid venue for the case.

Reply brief. According to Ironridge, the SEC’s argument that venue is improper in the Atlanta federal district
court must fail. Venue is proper wherever a federal agency “resides” or a substantial part of events giving rise
to the claim at issue took place, the company contends, and, in 2012, Congress amended federal law to specify
that an entity resides in any district where it is subject to the court’s personal jurisdiction. The SEC does not
dispute that the northern district of Georgia has personal jurisdiction over it, Ironridge states, and the involvement
of the Commission’s Atlanta office in the investigation of, and proceedings against, the company provide ample
evidence of a connection with the jurisdiction. Further, according to Ironridge, the cases cited by the Commission
purportedly limiting an agency’s residence to Washington, D.C. are inapposite, and the Supreme Court has
clarified that the venue statute is designed to permit suits outside the U.S. capital to relieve burdens on its courts
and plaintiffs located in other areas of the country.

Noting that its constitutional challenges to the administrative structure are “wholly collateral” to the administrative
case and that waiting for judicial review will require submission to unconstitutional process without meaningful
review, Ironridge also contends that the federal statutory structure for review of Commission decision does not
divest the Georgia federal court of subject-matter jurisdiction.

The case is No. 1:15-cv-02512-LMM.

Attorneys: Stephen Earl Hudson (Kilpatrick Townsend & Stockton LLP) for Ironridge Global IV, Ltd. and Ironridge
Global Partners, LLC. Matthew J. Berns, United States Department of Justice, for the SEC.

Companies: Ironridge Global IV, Ltd.; Ironridge Global Partners, LLC

LitigationEnforcement: Enforcement FraudManipulation GeorgiaNews


