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SUMMARY

The United States District Court for the Eastern District of Texas grants the State of Texas’s motion to
remand its Texas Securities Act action against Community Capital Partners LP and related defendants.
The court holds that the defendants’ anticipated NSMIA preemption defense does not create federal-
question jurisdiction under the Grable doctrine because the complaint asserts only state-law claims.
The court remands the case to the 416th Judicial District Court of Collin County, Texas, but declines to
award costs or attorney’s fees.
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COURT United States District Court for the Eastern District of Texas, Sherman
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Division
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DISPOSITION remanded

PROCEDURAL POSTURE Defendants removed Texas's state-law securities action to federal court
on federal-question jurisdiction grounds, asserting that the claims
necessarily raised a substantial federal issue under the Grable doctrine.
Texas moved to remand.

STANDARD OF REVIEW The removing party bears the burden of establishing federal subject-
matter jurisdiction and proper removal. Removal and remand
jurisdiction are evaluated under the well-pleaded complaint rule and
the requirements of the Grable doctrine.

PRECEDENTIAL VALUE Unknown

PARTIES The State of Texas

TOPICS

remedies subject matter jurisdiction civil procedure commercial litigation equitable relief



PRACTICE AREAS

Federal jurisdiction Removal and remand Securities litigation Federal preemption

QUESTIONS PRESENTED

1. Whether the defendants' removal of Texas's Texas Securities Act claims was proper under federal-
question jurisdiction.

2. Whether Texas's anticipation and pleading of the inapplicability of an NSMIA preemption defense
created federal-question jurisdiction under the Grable doctrine.

3. Whether Texas was entitled to costs and attorney fees under 28 U.S.C. § 1447(c) following remand.

HOLDINGS

1. The complaint did not present a federal question because it asserted only Texas Securities Act claims,
none of which was created by federal law or premised on a federal duty.

2. The anticipated or pleaded NSMIA preemption defense did not create federal-question jurisdiction under
Grable because it remained an ordinary federal defense rather than a federal issue necessarily embedded
in the state-law claims.

3. Because the court lacked subject-matter jurisdiction, remand to state court was required.

4. Texas was not entitled to costs or attorney fees under § 1447(c) because the defendants had an
objectively reasonable basis for removal.

KEY QUOTATIONS

“Federal courts are courts of limited jurisdiction, possessing only that power authorized by Constitution and
statute.” (II)

“The “covered securities” preemption defense under NSMIA remains just that—a defense.” (III.A)

“As the Supreme Court has made clear, “it is now settled law that a case may not be removed to federal court
on the basis of a federal defense, including the defense of pre-emption, even if the defense is anticipated in the
plaintiff’s complaint, and even if both parties concede that the federal defense is the only question truly at
issue.”” (III.A)

“While unsuccessful, Defendants had an objectively reasonable basis for seeking removal—that the NSMIA
potentially preempts Texas’s state-law claims.” (III.B)

FACTUAL BACKGROUND

The State of Texas sued Community Capital Partners LP, East Plano Islamic Center, EPIC Real Properties, Inc.,
and individual defendants under the Texas Securities Act. The defendants allegedly marketed limited-partnership
shares and warrants to accredited investors to raise equity for a planned community known as EPIC City. Texas
alleged failures to register as a securities dealer, failures to obtain required permits and authorization for
marketing campaigns, and fraudulent conduct. The complaint discussed a potential federal preemption defense
under NSMIA and Regulation D, but Texas asserted only state-law claims and sought state-law remedies.



PROCEDURAL HISTORY

Texas filed claims under the Texas Securities Act in Texas state court against Community Capital Partners LP
and related defendants. Defendants removed under 28 U.S.C. § 1441(a), asserting federal-question jurisdiction
under 28 U.S.C. § 1331 based on potential preemption under the National Securities Markets Improvement Act.
The federal district court granted Texas's motion to remand and returned the case to the 416th Judicial District
Court, Collin County, Texas; it denied costs and attorney fees because removal had an objectively reasonable
basis.

DISPOSITION

remanded

REMAND INSTRUCTIONS

Remand the case to the 416th Judicial District Court, Collin County, Texas. No costs or attorney fees are
awarded to Texas.
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