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SUMMARY

The Ninth Circuit reversed the dismissal of Eugene C. Ferri, Jr. and Mobile International Corporation
in a securities-fraud action brought by the Securities Investor Protection Corporation and liquidation
trustees. The court held that Section 27 of the Securities Exchange Act authorizes nationwide service
of process, that personal jurisdiction over a resident defendant depends on contacts with the United
States, and that a co-conspirator venue theory may apply in multi-defendant securities litigation.
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DISPOSITION reversed_and_remanded

PROCEDURAL POSTURE Plaintiffs appealed the dismissal, without leave to amend and not on
the merits, of claims against Ferri and Mobile for lack of personal
jurisdiction and improper venue.

STANDARD OF REVIEW De novo review of dismissal of a complaint without leave to amend.

PRECEDENTIAL VALUE Published Ninth Circuit opinion; precedential within the Ninth Circuit
subject to subsequent legal developments.
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QUESTIONS PRESENTED

1. Whether Section 27 of the Securities Exchange Act authorizes nationwide service of process and permits
personal jurisdiction over defendants in any federal district court based on sufficient contacts with the
United States.

2. What due-process standard governs personal jurisdiction over a foreign defendant served under the Act's
nationwide-service provision.

3. Whether a co-conspirator theory of venue applies in a multi-defendant action alleging a common scheme
in violation of federal securities laws.

4. Whether the plaintiffs should be permitted to amend their pleadings to allege the nexus between Ferri
and Mobile and the alleged securities-fraud scheme.

5. Whether the district court should exercise pendent jurisdiction over the common-law fraud claim on
remand.

HOLDINGS

1. Section 27 of the Securities Exchange Act authorizes nationwide service of process, and a federal district
court may exercise personal jurisdiction over a resident defendant who has minimum contacts with the
United States.

2. For a foreign defendant served under Section 27, personal jurisdiction depends on whether the defendant
acted within any district of the United States or sufficiently caused foreseeable consequences in the
United States.

3. In a multi-defendant action alleging a common scheme in violation of federal securities statutes, venue
established for one defendant in a district is proper as to all alleged co-conspirator defendants, even if
some defendants had no direct contact with the forum.

4. The plaintiffs should be allowed to amend their pleadings to show the relationship between Ferri and
Mobile and the alleged securities-fraud scheme.

KEY QUOTATIONS

“'minimum contacts' with a particular district or state for purposes of personal jurisdiction is not a limitation
imposed on the federal courts in a federal question case by due process concerns.” (¶ 27)



“We hold, therefore, that so long as a defendant has minimum contacts with the United States, Section 27 of
the Act confers personal jurisdiction over the defendant in any federal district court.” (¶ 30)

“Under the co-conspirator venue theory, where an action is brought against multiple defendants alleging a
common scheme of acts or transactions in violation of securities statutes, so long as venue is established for
any of the defendants in the forum district, venue is proper as to all defendants.” (¶ 37)

FACTUAL BACKGROUND

SIPC and trustees for two failed securities broker-dealers brought claims arising from alleged predatory and
manipulative schemes involving the stock of seven over-the-counter companies. Ferri was a United States citizen
who allegedly maintained securities accounts at First State Securities Corporation, while Mobile was a foreign
corporation alleged to have maintained a securities account at A.G. Becker through First State. The plaintiffs
alleged violations of Section 10(b) of the Securities Exchange Act, Rule 10b-5, common-law fraud, and other
claims, but the claims remaining against Ferri and Mobile were federal securities-law and common-law fraud
claims.

PROCEDURAL HISTORY

SIPC and the liquidation trustees filed a securities-fraud action in the United States District Court for the Central
District of California against seventy-five defendants. The district court dismissed Ferri and Mobile, concluding
that it lacked personal jurisdiction and that venue was improper, and certified its orders for immediate appeal
under Federal Rule of Civil Procedure 54(b). The Ninth Circuit reversed and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The district court must reconsider personal jurisdiction over Mobile under the United States-contacts and
foreseeable-consequences standard; permit plaintiffs to amend their pleadings to establish the nexus between
Ferri and Mobile and the alleged scheme; allow plaintiffs to perfect service on Mobile if personal jurisdiction is
established; and decide in its discretion whether to reinstate the common-law fraud claim.
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