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SUMMARY

The United States District Court for the Western District of North Carolina grants FINRA’s motion to
dismiss for lack of subject-matter jurisdiction and denies the parties’ pending summary-judgment
motions and the plaintiffs’ motion for a speedy hearing as moot. The court concludes that the
Exchange Act’s statutory review scheme, together with the completion of the FINRA and SEC
proceedings and the availability of review in the Fourth Circuit, deprives the district court of
jurisdiction over the plaintiffs’ constitutional challenges to FINRA and SEC adjudication. The action
concerns Appointments Clause, nondelegation, due process, and jury-trial challenges.
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DISPOSITION dismissed

PROCEDURAL POSTURE Plaintiffs brought constitutional challenges to FINRA's and the SEC's
administrative adjudicatory scheme and sought declaratory, injunctive,
and monetary relief. After the SEC proceedings concluded and review
proceeded in the Fourth Circuit, FINRA moved to dismiss for lack of
subject-matter jurisdiction.

STANDARD OF REVIEW On a Rule 12(b)(1) motion, the plaintiff bears the burden of
establishing subject-matter jurisdiction; lack of subject-matter
jurisdiction may be raised at any time, and the action must be
dismissed when jurisdiction is lacking.
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QUESTIONS PRESENTED

1. Whether the Exchange Act's administrative-review and court-of-appeals review scheme deprived the
district court of subject-matter jurisdiction over plaintiffs' structural constitutional challenges to FINRA
and SEC adjudication.

2. Whether the timing and posture of the completed administrative proceedings distinguished plaintiffs'
claims from the collateral-review exception recognized in Axon Enterprise, Inc. v. Federal Trade
Commission and Free Enterprise Fund v. Public Company Accounting Oversight Board.

3. Whether plaintiffs' request for nominal damages supplied a basis for district-court jurisdiction despite
the Exchange Act review scheme and asserted immunity of FINRA and the SEC.

HOLDINGS

1. The Exchange Act's statutory review scheme, under which agency proceedings are followed by judicial
review in the appropriate court of appeals, deprived the district court of jurisdiction because plaintiffs'
agency proceedings had concluded and their constitutional claims could receive meaningful review in
the Fourth Circuit.

2. Plaintiffs' jury-trial claim, as well as their Appointments Clause and private-nondelegation claims,
constituted structural constitutional challenges materially similar to those recognized in Axon and Free
Enterprise Fund.

3. Plaintiffs' damages theory did not provide a basis for proceeding because the SEC and FINRA are
immune from the asserted damages claims for their regulatory conduct.

KEY QUOTATIONS

“Plaintiffs have moved past FINRA’s and the SEC’s proceedings such that any injury of “subjection to an
illegitimate proceeding, led by an illegitimate decisionmaker” has already occurred, and Plaintiffs may now
challenge the proceedings before an Article III court—the Fourth Circuit.” (Discussion, section III.B)

“A proceeding that has already happened cannot be undone.” (Discussion, section III.C)



FACTUAL BACKGROUND

FINRA commenced disciplinary proceedings against Black and Southeast Investments in 2015 and ultimately
imposed fines and permanently barred Black from registering with FINRA. The SEC later affirmed in part, set
aside in part, and remanded in part FINRA's decision, reducing the fine and lifting the lifetime bar. By the time
of the district court's ruling, FINRA and SEC proceedings had ended, and plaintiffs' challenges to the SEC's
orders were pending before the Fourth Circuit.

PROCEDURAL HISTORY

FINRA disciplined Black and Southeast Investments, imposing a lifetime bar and monetary fines. The SEC later
set aside the lifetime bar, reduced the fine, and remanded part of the matter to FINRA; FINRA subsequently
dismissed the remanded portion. Plaintiffs filed petitions for review in the Fourth Circuit, and the SEC
ultimately denied reconsideration and reissued its prior order for purposes of appellate review. The district court
granted FINRA's Rule 12(b)(1) motion, denied all summary-judgment and speedy-hearing motions as moot, and
closed the case.
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