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From: Schoenfeld, Alan E <Alan.Schoenfeld@wilmerhale.com>

To: swalker@treasurer.ca.gov

CC: Cara.Porter@doj.ca.gov; Sarah.Fabian@doj.ca.gov; Casamassima, Chris; Prizgintas, Albinas

Sent: 3/20/2021 12:38:17 AM

Subject: JPMorgan Chase Bank, N.A. / Notice of Claim

Attachments: JPMC - FINAL Addendum to Notice of Claim (Mar. 19, 2021).pdf; JPMC - FINAL Letter re
Deferred Consideration of Claim (Mar. 19, 2021).pdf; JPMC - FINAL Notice of Claim (Mar. 19,
2021).pdf

Mr. Walker,

Please see the attached notice of claim, addendum, and letter proposing deferred consideration of the claim—submitted in
hardcopy by mail today on behalf of JPMorgan Chase Bank, N.A.

Very truly yours,
Alan Schoenfeld

Alan E. Schoenfeld | WilmerHale
7 World Trade Center

250 Greenwich Street

New York, NY 10007 USA

+1 212 937 7294 (t)

+1 212 230 8888 (f)
alan.schoenfeld@wilmerhale.com

Please consider the environment before printing this email.

This email message and any attachments are being sent by Wilmer Cutler Pickering Hale and Dorr LLP, are confidential, and may be privileged.
If you are not the intended recipient, please notify us immediately—by replying to this message or by sending an email to
postmaster@wilmerhale.com—and destroy all copies of this message and any attachments. Thank you.

For more information about WilmerHale, please visit us at http://www.wilmerhale.com.
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In the midst of some very difficult circumstances arising out of the COVID-19
pandemic, JPMC was glad to have been able to help the State of California recover
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nearly half-a-billion dollars of taxpayer money that the State had directed to a purported
PPE vendor. JPMC, serving as the State’s bank, validated the payment with the State

and processed the payment, as directed. But the State then decided to reverse the
payment—because of concerns about the vendor—and JPMC assisted the State in

recovering the entire amount of its funds. JPMC is honored to serve as the State’s bank

and to have assisted in safeguarding taxpayer money, but for its efforts JPMC

unfortunately now faces potential liability as the target of a lawsuit that challenges the
very conduct that helped the State get its money back. JPMC is therefore compelled to

file this notice of claim in order to protect its rights.

STATE AGENCIES OR EMPLOYEES AGAINST WHOM THE CLAIM IS FILED:

The following state agencies and current or former employees participated in the
transaction that prompted the third-party complaint of Chain Bridge Bank, N.A. (“Chain

Bridge”) against JPMC (described below) and this resulting claim.

e State of California (the “State”)

¢ Department of General Services (“‘DGS”)

O

O OO 00O 0 O0

Daniel Kim

Bill Simonson
Andrew Sturmfels
Jay Perera

Fee Chang
Angela Shell
Lilian Lee
Michael Wong
Allison Cater

e State Treasurer’'s Office (“STQO”)

@]

O O O 0O O O

Fiona Ma

Tim Schaefer
Andre Rivera
Mark Hariri
Natalie Gonzales
Christie Kharkwal
Kristen Szakaly
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o Christina Sarron
o Jeffrey Wurm

e State Controller’s Office (“SCO”)
o Betty Yee

Richard Chivaro

Karen Greene Ross

Jim Spano

Allan Watson

Jutta Wiechec

Bertha Mejia

Monica Cuellar

0O O OO0 00 o0

o Office of Emergency Services (“OES”)
o Mark Ghilarducci
o Abigail Browning
o John Catching

e Department of Finance (“DOF”)
o Karen Finn

e State Operations Center (“SOC”)

o Office of the Governor (“Governor’s Office”)

Whether or not included in the list above, JPMC submits this claim against every
agency and employee that participated in: the procurement efforts and contract
negotiation and execution leading up to the $456,888,600 wire transfer that the STO
originated on March 26, 2020 (the “Wire Transfer”); the Wire Transfer itself; the reversal
of the Wire Transfer, including the return of funds in full to the STO; post-reversal
discussions and conduct concerning the Wire Transfer; and all litigation in connection
with the Wire Transfer. Such agencies and employees will be referenced hereinafter as
the “Agencies and Employees.”

CIRCUMSTANCES THAT LED TO DAMAGE OR INJURY:

This claim arises from a third-party complaint against JPMC in Blue Flame
Medical LLC v. Chain Bridge Bank, N.A. et al., No. 1:20-cv-00658 (E.D. Va.) (together
with the original complaint, referred to as the “Blue Flame litigation”), which concerns
the Wire Transfer that was originated by the Agencies and Employees. The lawsuit was
initiated by Blue Flame Medical LLC (“Blue Flame”), which filed a complaint against

2
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Chain Bridge seeking money damages for injuries that Blue Flame alleges it incurred
following the reversal of the Wire Transfer, in addition to interest, costs, and attorneys’
fees. Chain Bridge subsequently filed a third-party complaint asserting claims against
JPMC for indemnification, declaratory relief, and unjust enrichment. Both Blue Flame’s
complaint and Chain Bridge’s third-party complaint are enclosed with this claim. As
explained in more detail below, JPMC is a third-party defendant in the Blue Flame
litigation as a result of actions that JPMC took—on behalf of, at the direction of, and/or
for the benefit of the Agencies and Employees—on March 26, 2020, in relation to the
Wire Transfer.

JPMC states the following to the best of its knowledge, based on a reasonable
investigation of the facts to date and including on information and belief.

As relevant to this claim, the STO is JPMC’s client pursuant to contractual
arrangements that include but are not limited to: the Security Procedure Authorization,
the Funds Transfer Security Procedure Agreement, the Certificate Regarding Accounts,
Business Signature Cards, the Agreement for Demand Deposit with the Treasurer of the
State of California, Treasury & Securities Services Security Administrator Designation
Forms, the JPMC Account Terms, the Cash Concentration Products Service Terms, the
Client Access Service Terms, and the USD Funds Transfer Service Terms (collectively,
the “Contracts”). JPMC relies on the Contracts when conducting business with, and on
behalf of, the STO.

On and before March 26, 2020, the Agencies and Employees conducted
business efforts aimed toward consummating a transaction with Blue Flame for
personal protective equipment (“PPE”) intended to facilitate the State’s response to the
COVID-19 pandemic. Such efforts included but were not limited to: procurement;
decisionmaking as to whether to proceed with the Blue Flame transaction; investigation
into or diligence on Blue Flame; communications with Blue Flame; assessments of the
financial arrangements necessary to consummate the Blue Flame transaction; and
communications with JPMC including the preparation for and execution of a wire
transfer.

On March 26, 2020, after the Agencies and Employees sent instructions to JPMC
directing JPMC to execute the Wire Transfer, JPMC contacted the Agencies and
Employees to confirm that the Wire Transfer was authorized and intended for Blue
Flame. After receiving confirmation from the Agencies and Employees that the Wire
Transfer was authorized and intended for Blue Flame, JPMC sent the Wire Transfer
over the Fedwire platform to Chain Bridge, Blue Flame’s bank in Virginia.

Despite having originated and validated the Wire Transfer, the Agencies and
Employees subsequently decided that the Wire Transfer should be reversed. The

3
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Agencies and Employees were eager to obtain a return of the funds in full and inquired
with JPMC about the status of the reversal before and until the funds had been
returned. The Agencies and Employees also communicated with Chain Bridge about
the status of the reversal. After consultation with Chain Bridge and communication with
the Agencies and Employees, the Wire Transfer was successfully reversed, and the full
amount of the funds that the STO had previously directed JPMC to send were returned.
After the Wire Transfer's issuance and reversal, the Agencies and Employees
determined that the funds should not be reissued to Blue Flame. By requesting that the
Wire Transfer be reversed, accepting the return of the Wire Transfer, and deciding not
to reissue the Wire Transfer, the Agencies and Employees chose to not move forward
with the PPE transaction with Blue Flame. The Agencies and Employees knew or
should have known that not moving forward with the Blue Flame transaction, after
having decided that the funds should be returned to the State, could harm JPMC.

Following the reversal and decision not to reissue the Wire Transfer, the
Agencies and Employees investigated the incident and the events leading up to it.
The investigation, and the Agencies and Employees’ response thereto, included
continued determination not to proceed with the Blue Flame transaction, investigation of
the circumstances giving rise to transaction with Blue Flame, investigation of the
financial logistics surrounding the Wire Transfer, expressions of gratitude to JPMC, and
public statements regarding the Wire Transfer.

Among other things, the STO admitted that its pre-Wire Transfer investigation
into and/or diligence on Blue Flame deviated below its regular operating procedures,
prioritizing urgency instead. For example, when State Treasurer Fiona Ma testified
before the California State Assembly about the Blue Flame transaction on May 11,
2020, she stated: “[T]he need to immediate action and to produce immediate results
impacted the normal, careful and deliberate, checks and balances, processes that were
in place.” State Contracting in Emergency: The Wild, Wild West: PPE in the COVID-19
Crisis, Before the California State Assembly Accountability and Administrative Review
Committee (May 11, 2020) (statement of Treasurer Fiona Ma); see also Laurel
Rosenhall, Lawmakers told half-billion dollar Blue Flame mask deal thwarted by
suspicious bankers, CalMatters (May 11, 2020).

Furthermore, the STO has taken responsibility for having procured the reversal of
the Wire Transfer, including the return of the funds in full. For example, again when
State Treasurer Ma testified before the California State Assembly about the Blue Flame
transaction, she stated: “[W]e clawed the money back pending further confirmation of
the legitimacy of the payment[.]” State Contracting in Emergency: The Wild, Wild West:
PPE in the COVID-19 Crisis, Before the California State Assembly Accountability and
Administrative Review Committee (May 11, 2020) (statement of Treasurer Fiona Ma),
see also Laurel Rosenhall, Mask vendor sues bank over thwarted deal with California,
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CalMatters (June 12, 2020) (“[S]tate Treasurer Fiona Ma said that she asked for the
state’'s money to be returned[.]”). State Treasurer Ma reaffirmed the STO'’s
responsibility for the reversal in an email to JPMC Chairman and CEO Jamie Dimon,
where she also praised JPMC’s efforts and dedication in assisting to produce a “positive
result” for the State:

Thankfully, [JPMC] contacted my office immediately and assisted us in
reversing the payment and protecting public money. ... Please accept my
personal thanks for the bank’s efforts and the dedication of individual[]
[bankers] that produced this positive result.

Email from F. Ma to J. Dimon (May 21, 2020).

Nevertheless, as a result of JPMC’s actions concerning the Wire Transfer,
including, in particular, the reversal—all of which were taken on behalf of, at the
direction of, and/or for the benefit of the Agencies and Employees—JPMC has been
named as a third-party defendant in the Blue Flame litigation. JPMC has retained
WilmerHale to represent it in the Blue Flame litigation and to file this claim on JPMC’s
behalf. JPMC has been participating in the ongoing Blue Flame litigation and incurring
attorneys’ fees as well as other expenses. While JPMC has not been found liable in
any respect, it may incur losses as a result of the litigation. In particular, JPMC may be
found liable to Chain Bridge for the latter’'s own losses as a result of the reversal. As
described further below, to the extent JPMC suffers any loss (including attorneys’ fees)
and/or incurs any liability to Chain Bridge for any loss (including any attorneys’ fees) in
the Blue Flame litigation and/or to the extent JPMC suffers any loss in enforcing its
rights against the Agencies and Employees, the Agencies and Employees are fully
responsible.

DATES AND LOCATIONS OF INCIDENT:

As noted above and further described below, this claim arises from a third-party
complaint against JPMC in Blue Flame Medical LLC v. Chain Bridge Bank, N.A. et al.,
No. 1:20-cv-00658 (E.D. Va.). The third-party complaint was filed on October 13, 2020,
and served on JPMC on October 19, 2020.

In the days before and including March 26, 2020, the Agencies and Employees
conducted business efforts leading to the Wire Transfer. It is unknown to JPMC
precisely when the Agencies and Employees began pursuing this transaction and
undertaking business efforts toward the consummation of the transaction (discussed
above). Such efforts may have occurred in multiple locations, as business necessity
and practices warranted. JPMC is unaware of the precise location(s) where these
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efforts were undertaken but believes that at least some of them were undertaken in
California.

The Wire Transfer was originated, received, and reversed on March 26, 2020.
JPMC understands that the Agencies and Employees participated in the Wire Transfer
from California. The Wire Transfer was received by Chain Bridge in Virginia. Relevant
JPMC personnel were located nationwide. The Wire Transfer was sent, received, and
reversed over the Fedwire platform.

The Agencies and Employees engaged in post-reversal discussions and conduct
regarding the Wire Transfer on March 26, 2020, and during the days and weeks that
followed (discussed above). All of the Agencies and Employees’ post-reversal activities
may have spanned multiple locations, as business necessity and practices warranted.
JPMC is unaware of the precise location(s) where these activities were undertaken but
believes that at least some of them were undertaken in California.

Blue Flame filed its complaint against Chain Bridge in Blue Flame Medical LLC v.
Chain Bridge Bank, N.A. et al., No. 1:20-cv-00658 (E.D. Va.) on June 12, 2020. As
noted, Chain Bridge filed the third-party complaint against JPMC on October 13, 2020,
and served it on JPMC on October 19, 2020. The Blue Flame litigation, from its
commencement through the present, has been ongoing. Litigation efforts have
spanned multiple locations, particularly as the COVID-19 pandemic has necessitated
work-from-home arrangements. Litigation activities have taken place, non-exclusively,
in California, New York, Virginia, and the District of Columbia. As reflected in the case
caption, the litigation is proceeding in the United States District Court for the Eastern
District of Virginia.

SPECIFIC DAMAGE OR INJURY DESCRIPTION AND DOLLAR AMOUNT
EXPLANATION:

JPMC is presently incurring losses (including attorneys’ fees) as a result of the
third-party complaint filed against JPMC in the Blue Flame litigation and expects to incur
losses in connection with its pursuit of all its rights against the Agencies and
Employees. The specific injury JPMC claims, and the dollar amount it seeks from the
Agencies and Employees, is the total sum of losses incurred in connection with the Blue
Flame litigation—including, in particular, any losses incurred to Chain Bridge for Chain
Bridge’s own losses as a result of the reversal—and the total sum of losses incurred as
a result of JPMC'’s pursuit of all its rights against the Agencies and Employees.

Such losses would include, but would not be limited to: any dollar amount for
which a court finds JPMC liable to Chain Bridge, any dollar amount JPMC pays
pursuant to any settlement agreement with Chain Bridge or Blue Flame, attorneys’ fees

6
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and expenses incurred in connection with the Blue Flame litigation and in connection
with this claim and any litigation related to this claim.

EXPLAIN WHY YOU BELIEVE THE STATE IS RESPONSIBLE FOR THE DAMAGE
OR INJURY:

As described above, despite having originated and validated the Wire Transfer,
the Agencies and Employees decided that the Wire Transfer should be reversed; after
consultation with Chain Bridge, the wire was successfully reversed—to the benefit of the
Agencies and Employees and California taxpayers.

As a result of the Agencies and Employees’ actions, however, JPMC has been
sued by Chain Bridge. Thus, to the extent JPMC incurs any loss in connection with the
Blue Flame litigation, the Agencies and Employees are fully responsible because,
among other reasons, they originated the Wire Transfer, notwithstanding a deviation
from normal vetting procedures; they sought the reversal of the Wire Transfer; and they
benefited from the reversal of the Wire Transfer—obtaining the return of funds in full
and choosing not to go through with the Blue Flame transaction, without suffering any
loss—to JPMC’s detriment. Under these circumstances, the Agencies and Employees
are required to indemnify JPMC for any and all loss JPMC incurs in the Blue Flame
litigation and in enforcing its rights against the Agencies and Employees. Governing
statutory provisions, including U.C.C. § 4A-211(f) as incorporated into Subpart B of the
Federal Reserve Board’s Regulation J, require indemnification here. The Contracts
also require California to indemnify JPMC, either expressly or by incorporation of
indemnification requirements. Equity further requires the Agencies and Employees to
make JPMC whole by reimbursing JPMC for any losses and expenses it incurs in the
Blue Flame litigation and in enforcing its rights against the Agencies and Employees.

In sum, JPMC makes this claim against the Agencies and Employees pursuant to
all applicable rights, remedies, and causes of action that arise from the Wire Transfer
and its subsequent reversal, the Agencies and Employees’ decision not to move
forward with the Blue Flame transaction, the resulting Blue Flame litigation, and from
JPMC enforcing its rights against the Agencies and Employees. JPMC'’s causes of
action include, but are not limited to: statutory and contractual indemnification; breach
of contract; equitable indemnification; and other equitable claims (including but not
limited to unjust enrichment).

OTHER:

JPMC believes that it is in the interests of both the State and JPMC to agree to
defer consideration of this claim, and it has made such a request by accompanying
letter submitted this same day.
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF VIRGINIA

Alexandria Division

)
BLUE FLAME MEDICAL LLC, )
)
Plaintiff, )
)
V. ) Civil Action No. 20 Civ 658
) JURY TRIAL DEMANDED
CHAIN BRIDGE BANK, N.A., )
JOHN J. BROUGH, and )
DAVID M. EVINGER, )
)
Defendants. )
)
COMPLAINT

Plaintiff Blue Flame Medical LLC (“Blue Flame”), by and through undersigned
counsel, for its Complaint against Defendants Chain Bridge Bank, N.A. (“Chain Bridge Bank” or
the “Bank”), John J. Brough, and David M. Evinger (together, “Defendants”), hereby alleges on
the basis of knowledge with respect to itself and its own actions and on the basis of information

and belief as to all other matters, as follows:

INTRODUCTION

1. Blue Flame brings this action to redress the massive harm caused to its business
and to the reputations of Blue Flame and its principals, Michael Gula and John Thomas, by
Defendants.

2. Defendants’ unilateral and wrongful actions caused the State of California
(“California”) to abruptly breach a large supply contract with Blue Flame that would have put at
least 100 million pieces of scarce and vital personal protective equipment in the hands of first

responders, doctors, nurses, and other healthcare workers combating the COVID-19 pandemic.
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3. Despite providing numerous explicit assurances to Blue Flame in the days leading
up to the transaction that the Bank could and would process the anticipated very large payment
(in excess of $450 million) by wire transfer from California for such equipment, as well as
confirming to Blue Flame that it had in fact received such funds and that they were available in
Blue Flame’s account, Defendants abruptly and without basis contacted California government
officials after receiving the funds for the transaction and wrongfully suggested to them that Blue
Flame was a fraud. As a result of Defendants’ intentional, reckless, and negligent conduct,
California panicked, the payment was reversed or otherwise returned to California, and Blue
Flame’s transaction with California was torpedoed.

4. Defendants’ actions violated, among other laws, Federal Reserve Board
regulations that strictly control whether, when, and under what circumstances a bank may agree
to return or cancel a wire transfer it receives for a beneficiary account holder. Defendants also
violated Virginia law by removing the funds wired by California from Blue Flame’s account
after the wire transfer was completed. In addition, Defendants violated the terms of the Bank’s
Account Agreement with Blue Flame, which the Bank unilaterally “voided” shortly after its
wrongful accusations of fraud against Blue Flame to California officials.

5. In addition to causing California to breach its contract and cease doing business
with Blue Flame, Defendants’ wrongful actions have led to a torrent of negative press reports
falsely suggesting that Blue Flame’s business is a fraud, causing other Blue Flame customers to
walk away from transactions and resulting in great harm to Blue Flame’s business and the
personal and professional reputations of Blue Flame and its principals.

6. In interfering with Blue Flame’s business, Defendants betrayed Blue Flame’s and

its principals’ trust, which had been built through a 13-year professional relationship between the
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Bank and Blue Flame’s Chief Executive Officer, Mr. Gula. Upon information and belief,
Defendants’ actions had nothing to do with Blue Flame’s or the transaction’s legitimacy; indeed,
the Bank continues to do business with Mr. Gula. Instead, Defendants chose to interfere with
Blue Flame’s transaction for purely self-serving reasons. Among other things, Defendants
evidently decided at the last minute that it would not be in the Bank’s economic interest to
handle such a large deposit—a decision directly at odds with specific assurances made by Mr.
Brough and Mr. Evinger to Blue Flame that the Bank could and would process the transaction,
upon which Blue Flame relied to its detriment.

7. The ramifications of Defendants’ misconduct cannot be overstated. Not only has
Defendants’ selfish conduct significantly harmed Blue Flame’s business and the reputations of
Blue Flame and its principals, but their wrongful actions also have deprived the residents of
California and other states and municipalities rapid access to reliable and badly needed medical
supplies at fair market prices in the midst of an unprecedented public health crisis.

PARTIES

8. Blue Flame is a Delaware limited liability corporation with a principal place of
business located at 150 South Los Robles Avenue, Suite 675, Pasadena, California, 91101.

9. Chain Bridge Bank is a nationally chartered banking association organized and
existing under federal law with a principal place of business located at 1445A Laughlin Avenue,
McLean, Virginia, 22011. It is the sole subsidiary of Chain Bridge Bancorp, Inc., a bank holding
corporation incorporated under the laws of the Commonwealth of Virginia with the same

principal place of business as Chain Bridge Bank.
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10. John J. Brough is the founding Chief Executive Officer of the Bank and a member
of the Bank’s Board of Directors. Upon information and belief, Mr. Brough resides in Fairfax
County, Virginia, at 4103 North River Street, Apartment T, McLean, Virginia 22101.

11. David M. Evinger is the President, Chief Credit Officer, and Secretary of the
Bank, as well as a member of the Bank’s Board of Directors. Upon information and belief, Mr.
Evinger resides in Fairfax County, Virginia, at 2898 Franklin Oaks Drive, Herndon, Virginia
20171.

JURISDICTION AND VENUE

12. The Court has jurisdiction over this action pursuant to 28 U.S.C. § 1331 because
it presents a federal question concerning the Bank’s violation of applicable Federal Reserve
Board regulations, including Federal Reserve Board Regulation J.

13. The Court has personal jurisdiction over Defendants because the Bank’s principal
place of business, as well as Mr. Brough and Mr. Evinger’s principal place of employment, is
located in Fairfax County, Virginia.

14. Venue is proper in this Court pursuant to 28 U.S.C. § 1931(b)(2) because
Defendants’ acts giving rise to this action occurred in Fairfax County, Virginia.

FACTS

15. Blue Flame is a medical supply company that was founded to deliver urgently-
needed medical supplies and personal protective equipment at fair prices to state and local
governments, law enforcement agencies, hospitals, and other healthcare providers to combat the

COVID-19 pandemic.
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16. Blue Flame’s ability to source these medical supplies during this period of
unprecedented worldwide demand is based on its strong relationships with manufacturers and
large volume purchasing power.

17. In order to secure inventory for its customers during the pandemic, Blue Flame
must pay a high percentage of the manufacturer’s prices up front; in March 2020, Blue Flame’s
manufacturing partners required 100 percent up-front payment. Accordingly, Blue Flame
necessarily requires its customers to pay substantial up-front deposits at the time of their orders.
Upon information and belief, Blue Flame’s up-front deposit requirements are consistent with
standard industry practice.

18. Because of the intense competition to secure these medical supplies and the
emergency nature of the pandemic, time is of the essence for all aspects of Blue Flame’s
business; the quicker it can secure a purchase and payment from its customer, the quicker it can
secure inventory from manufacturers to ensure that its customers receive their orders as soon as
possible.

19. On March 20, 2020, Blue Flame’s principals began negotiating a large and urgent
agreement with California officials to supply personal protective equipment, including hundreds
of millions of desperately needed N95 face masks, at fair market prices.

20. At the time those negotiations began, Blue Flame’s principals had entered
agreements to connect distributors of personal protective equipment with states and
municipalities through a different company they managed, known as Blue Flame Strategies.

21. The potential transaction with California presented a new opportunity for Blue
Flame’s principals to create a venture that could serve as a distributor of personal protective

equipment and provide the lowest prices possible.
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22. Blue Flame’s principals recently began their careers in the medical supply
industry, but they each have had distinguished, award-winning careers in the political consulting
industry and helmed numerous successful business ventures. Mr. Gula has founded or co-
founded numerous political consulting firms over his career, including Mike Gula & Associates
in 2005, the Gula Graham Group in 2006, and Prime Advocacy in 2010. The Gula Graham
Group grew to become one of the country’s largest political fundraising firms, raising hundreds
of millions of dollars for candidates for the United States Presidency, Senate, and House of
Representatives. Following the death of his business partner, Jonathan Graham, in 2018, Mr.
Gula was eager to transition to a less public and more fulfilling career outside of politics. Mr.
Thomas founded the political consulting and communications firm Thomas Partners Strategies in
2008 and the opinion research firm Thomas Partners Research in 2018. In addition, he has prior
experience with the healthcare sector, in which his firm Thomas Partners Properties has helped
develop real estate solutions for commercial healthcare providers designed to lower healthcare
costs. Mr. Thomas joined Blue Flame because he shared Mr. Gula’s goal of trying to get life-
saving personal protective equipment into the hands of American first responders and healthcare
professionals as quickly and cost-effectively as possible. Blue Flame Strategies and Blue Flame
were both founded for that purpose.

23. On March 23, Blue Flame’s principals incorporated Blue Flame in the State of
Delaware to enter the potential transaction with California, and they planned for Blue Flame to
enter additional follow-on transactions with California as well as deals with other state and local
governments.

24, Since its formation, Blue Flame has successfully filled orders for personal

protective equipment for government entities, including its recent delivery of 100,000 N95

JPMC-00000549



Case 1:20-cv-00658-LMB-IDD  Document 131-31  Filed 05/07/21 Page 17 of 66
PagelD# 2303
Case 1:20-cv-00658-LMB-IDD Document 1 Filed 06/12/20 Page 7 of 35 PagelD# 7

masks to the City of Chicago for use by its first responders, for which the buyer provided a 100
percent up-front payment to Blue Flame.

25. As of March 24, Blue Flame and California officials were deep in negotiations for
a purchase of 100 million N95 masks by California for a total of $609,161,000, for which Blue
Flame required a 75 percent up-front deposit of approximately $456 million. Upon information
and belief, the price per N95 mask offered by Blue Flame was less than half of what California
had agreed to pay other suppliers.

26. In anticipation of reaching an agreement with California, Blue Flame contacted
the Bank to open a new business checking account for the entity that could receive up-front
payments in excess of hundreds of millions of dollars, in order to secure orders for California
and other customers.

27. Mr. Gula chose Chain Bridge Bank for Blue Flame’s corporate account because
of his longstanding relationship with the Bank dating back to at least 2007. Over the course of
13 years, Mr. Gula had used the Bank for his personal and professional banking needs, and had
used the Bank for several business ventures related to his career in political consulting, as well as
Blue Flame Strategies.

28. Chain Bridge Bank is well known in the political consulting and campaign
finance worlds for its ability to open accounts and accept multi-million dollar deposits quickly
from major financial donors. For that reason, it has served as the bank for numerous presidential
and congressional campaigns, and is a major banking partner of the Republican National
Committee and National Republican Congressional Committee, among other political

organizations.
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29. On March 24 at 12:17 PM ET, while Blue Flame was in the process of setting up
its account with the Bank, Mr. Gula wrote to Maria Cole, the Bank’s Assistant Vice President
and Commercial Relationship Manager, and requested the Bank to provide wire instructions that
would permit Blue Flame to receive funds at the Bank as soon as its account was opened and its
deal with California was finalized.

30. The next day, March 25, Blue Flame completed opening its business checking
account at the Bank and entered an Account Agreement with the Bank.

31. In connection with opening its account, Blue Flame engaged in extensive
additional discussions with Bank personnel, including Mr. Brough and Mr. Evinger, on March
25 about Blue Flame’s business, its transaction with California, the anticipated wire transfer
from California, and Blue Flame’s need to frequently send and receive large wire transfers in
connection with its sales to customers and corresponding purchases from manufacturers.

32. At 11:19 AM ET on March 25, Mr. Gula notified Ms. Cole that Blue Flame
would require an immediate email notification “when the wire hits from [California].”

33. At 11:26 AM ET, Mr. Gula asked Ms. Cole if the Bank could reduce its wire
transfer fees, noting that such fees “will add up” for Blue Flame because “[t]his business is
strictly wire . . . how can we work a deal here when we will have such large volume of funds and
frequency?” After Ms. Cole responded that the Bank unfortunately could not reduce its wire fees
and noted there were less expensive options that could not be completed the same day, Mr. Gula
responded, “no problem. We definitely needs [sic] same day.” Mr. Gula added that Blue Flame
would “[n]eed cut off dates/times every day as well” for the Bank’s wire transfer services.

34. At 11:57 AM ET, the Bank sent Blue Flame an email attaching various

documents “pertaining to the new business checking account that was opened for Blue Flame
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Medical LLC” to officially execute via the DocuSign electronic signature platform. Mr. Gula
formally executed the Account Agreement for Blue Flame’s business checking account with the
Bank shortly thereafter on the afternoon of March 25.

35. At 3:03 PMET, in response to Mr. Gula’s email stating that Blue Flame would
need an immediate email notification upon receipt of the wire from California, Ms. Cole sent Mr.
Gula wire instructions and a verification letter for Blue Flame’s account at the Bank.

36. At 4:11 PM ET, Ms. Cole asked Mr. Gula to confirm details regarding the
expected wire so that the Bank’s wire department could track it as Mr. Gula had requested. Ms.
Cole asked, “[t]he wire you are waiting for, how much are you expecting and who is the
originator?” Ms. Cole also requested confirmation that the wire was “coming to your new
account Blue Flame Medical,” rather than the account for Blue Flame Strategies.

37. One minute later, Mr. Gula responded that the expected amount was $450 million,
the originator was California, and that the wire was for Blue Flame Medical’s account.

38. At or around 4:47 PM ET, Mr. Brough and Mr. Evinger—the Bank’s senior
executive officers—called Mr. Gula to discuss the anticipated transaction and Blue Flame’s
business.

39.  During that call, Mr. Gula provided extensive information concerning Blue
Flame’s business, including how it sources medical supplies for its customers, and details
concerning the anticipated transaction with California. Mr. Gula reiterated to Mr. Brough and
Mr. Evinger that Blue Flame expected to receive a wire transfer of approximately $450 million,
and explained that Blue Flame would immediately begin using those funds to secure the supplies
from two manufacturers with whom Blue Flame’s principals had longstanding relationships. Mr.

Gula also informed the Bank that all of Blue Flame’s outbound wire transfers to its
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manufacturers would be sent to United States accounts, including for the manufacturers of the
masks to be sold to California, whose accounts were held at banks in the states of New Jersey
and California.

40. Mr. Gula also explained to Mr. Brough and Mr. Evinger that Blue Flame
anticipated receiving additional orders from state and local governments following the upcoming
transaction with California, including additional purchases of equipment by California.

41. Finally, Mr. Gula also informed Mr. Brough and Mr. Evinger why he and Mr.
Thomas chose to found Blue Flame, that Mr. Gula had been looking to change careers following
the death of Mr. Graham, and that Mr. Gula planned to shut down his successful Gula Graham
Group business and exit the world of politics effective as soon as the transaction with
California—the culmination of their efforts to change their careers and lives—was underway.

42. In response, Mr. Brough and Mr. Evinger indicated to Mr. Gula that the Bank
would accept the wire transfer for Blue Flame’s account.

43. During the course of their conversation, Mr. Brough and Mr. Evinger noted that
receipt of a wire transfer of that size presented some challenges for the Bank because it would
constitute a large percentage of the Bank’s total deposits and that it would be in excess of the
Federal Deposit Insurance Corporation’s coverage limits, but that those were issues the Bank
could resolve.

44. After approximately 19 minutes, Mr. Gula’s call with Mr. Brough and Mr.
Evinger concluded.

45. At no point during the March 25 call, or at any other point before or after, did Mr.
Brough, Mr. Evinger, or any other Bank representative discourage the transaction or raise any

concerns that they believed the transaction might be fraudulent or otherwise suspicious. Nor did
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they ever indicate to Blue Flame that the Bank was unable to handle the wire transfer from
California, that it might reject or did not wish to receive the wire transfer, or that the Bank could
not accept the wire transfer unless certain prerequisites were met.

46.  Based on Mr. Gula’s conversation with Mr. Brough and Mr. Evinger, Blue Flame
felt comfortable that the Bank would accept the wire transfer from California and that Blue
Flame therefore did not need to seek services from a different bank in order to accept
California’s wire transfer and otherwise complete the transaction.

47. Blue Flame relied upon the representations by Mr. Brough, Mr. Evinger, and
other Bank representatives that the Bank could and would accept a wire transfer of the size that
California would send and that they were sufficiently comfortable with the transfer for the
transaction to proceed.

48. Later, during the evening of March 25, Mr. Evinger sent Mr. Gula an email
following up on their phone conversation, asking “just one question”: whether Blue Flame sent
“any money to China or others as a ‘fee’ for these transactions?”

49. Mr. Gula replied moments later that Blue Flame had not sent any funds to China
and stated that when Blue Flame would wire money out, “this is where we are sending it,”
attaching wire instructions that identified the bank account held in the state of California for the
manufacturer that was to provide the majority of the N95 masks for California’s order.

50. Mr. Gula’s response was consistent with his representations during his
conversation with Mr. Brough and Mr. Evinger earlier that day that Blue Flame would not send
any funds to China or non-United States bank accounts, as well as his description of Blue
Flame’s plans to purchase the majority of the equipment ordered by California from a

manufacturer with a California bank account. His response also was consistent with Blue
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Flame’s agreement with its manufacturing partner that was to supply the majority of the
equipment ordered by California. Neither Mr. Brough, Mr. Evinger, nor any other representative
from the Bank asked any further questions or indicated at any point that Mr. Gula’s response was
a problem.

51. At the same time that Blue Flame was making arrangements with the Bank to
ensure that California’s payment would be processed smoothly, Blue Flame was finalizing the
details of its transaction with California officials. Throughout Blue Flame’s negotiations with
California officials, it told representatives of California’s Department of General Services
(“DGS”) and other state officials that Blue Flame needed to receive payment as quickly as
possible to secure the first shipment of N95 masks from its manufacturer.

52. Following several days of negotiations and discussions between Blue Flame’s
principals and California officials, on the evening of March 24, a representative from DGS
requested that Blue Flame prepare an invoice for California’s order.

53. At 2:50 PM ET on March 25, at the request of Mr. Thomas, Blue Flame’s counsel
provided wiring instructions for its account at Chain Bridge Bank to a DGS representative.

54. At 5:00 PM ET on March 25, Blue Flame provided an invoice for the transaction
to a DGS representative, in response to DGS’s request the previous evening.

55. Shortly after 6:00 PM ET on March 25, Blue Flame was told by a DGS
representative that the California State Controller’s Office would send payment for the
transaction via wire transfer the next morning.

56. As Mr. Gula had indicated to the Bank on March 25, it was vital for Blue Flame
to know the wire had been accepted as quickly as possible, since—as Blue Flame had explained

to both the Bank and California—Blue Flame would need to immediately wire a portion of the
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purchase amount to an equipment manufacturer in New Jersey to secure inventory for the first
shipment due to California.

57. Throughout the morning of March 26, Blue Flame representatives were in
frequent contact with both California officials and the Bank to confirm that the wire transfer was
received by the Bank, and continually updated their online view of Blue Flame’s account at the
Bank to confirm that the wire had been accepted by the Bank.

58. That morning, Mr. Thomas had numerous telephone conversations with Ms. Cole,
waiting for confirmation that the wire had been received. At no point that morning did Ms. Cole
or any other bank representative indicate that there would be any problems with receiving the
wire.

59. Upon information and belief, at approximately 11:20 AM ET on March 26,
California’s bank executed the wire transfer to the Bank for Blue Flame’s account. Immediately
thereafter, the State Treasurer’s Office contacted California’s bank to ensure the wire was
processed quickly.

60. At approximately 11:50 AM ET on March 26, the California State Controller
confirmed to Mr. Thomas that California had sent the wire transfer and that California was
awaiting confirmation from the Bank.

61. At 11:57 AM ET on March 26, the Bank issued a Wire Transfer Notice that it had
received an incoming wire transfer of $456,888,600.00 that was sent by California. The Notice
identifies the Originator as the California State Treasurer, JPMorgan Chase as the Originating
Bank, Blue Flame as the Beneficiary, with Blue Flame’s account at the Bank listed as the Credit
Account, and included a message to the Beneficiary: “By Order of Department of General

Services.” Approximately two minutes later, Mr. Gula received an email from the Bank’s Wire
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Department with the subject “INCOMING WIRE CONFIRMATION,” containing a link to a
copy of the Wire Transfer Notice. Immediately upon receipt of that email, Mr. Gula confirmed
that the funds sent by California appeared in Blue Flame’s account at the Bank through the
Bank’s online account access portal.

62. Simultaneously, at approximately 11:59 AM ET on March 26, Ms. Cole
confirmed to Mr. Thomas by phone that the Bank had received the wire transfer sent by
California and that the funds were available in Blue Flame’s account. At that point, the Bank
had accepted the payment order for California’s wire transfer and had made payment to Blue
Flame as a matter of Federal law.

63.  During the course of their conversation, Mr. Thomas reiterated to Ms. Cole that
Blue Flame would need to promptly wire funds to manufacturers of personal protective
equipment that same day in order to start in motion the delivery of inventory to California. Ms.
Cole responded that she understood and, following her confirmation that the funds were
available in Blue Flame’s account, noted that Blue Flame’s account did not yet have electronic
wire initiation functionality. As a result, Ms. Cole informed Mr. Thomas that the Bank would
require some paperwork to initiate the wire and said that she would need to hang up so that she
could get the paperwork started. Mr. Thomas agreed and awaited Ms. Cole’s return call.

64. At 12:11 PM ET, Ms. Cole emailed the Bank’s wire transfer request form to Blue
Flame, following up on her conversation with Mr. Thomas. Ms. Cole requested that the wire
form be sent back to her once completed.

65. At 12:14 PM ET, as further follow up to Mr. Thomas and Ms. Cole’s discussion
regarding the need for an outbound wire transfer, Blue Flame’s counsel provided details to Ms.

Cole specifying the amount, account name and number, wire routing number, and bank for the
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outbound wire transfer that Blue Flame needed to send to one of the manufacturers providing the
personal protective equipment purchased by California. Consistent with Blue Flame’s prior
representations to the Bank, the account for the manufacturer which was to receive the wire was
held at a major international commercial bank in New Jersey.

66. At approximately 12:20 PM ET, in reliance on the Bank’s representations that it
could and would accept the wire from California, that the wire from California had been
received, and that the funds were available in Blue Flame’s account, Mr. Gula emailed all clients
of the Gula Graham Group. Mr. Gula announced that he had built another business outside
politics and would be no longer be reachable because he was focusing his full attention on those
efforts, and wished his former clients the best of luck in politics and life. In addition to Mr.
Gula’s desire to immediately transition his career and devote his full attention to Blue Flame,
which he had explained to Mr. Brough and Mr. Evinger during their discussion the previous day,
Mr. Gula believed that immediately disengaging from politics was the most appropriate and
ethical choice given his obligations to the state of California and Blue Flame’s other clients, as
well as the public nature of those contracts.

67. Upon information and belief, at approximately 1:20 PM ET, a manager at
California’s bank emailed a manager in the State Treasurer’s Office to inform her that the wire
transfer had been completed.

68. Minutes thereafter, Mr. Gula discovered that he was no longer able to
electronically access Blue Flame’s account and repeatedly attempted to call representatives of
the Bank, but they did not answer. Mr. Gula informed Mr. Thomas of those developments; Mr.

Thomas then immediately tried to call back Ms. Cole, who also would not answer her phone.
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69. At 1:34 PM ET on March 26, Mr. Gula emailed Mr. Brough and Mr. Evinger,
requesting that “someone call me ASAP please.”

70.  Neither Mr. Brough nor Mr. Evinger called Mr. Gula. Instead, approximately 20
minutes later, Mr. Brough emailed Mr. Gula, stating: “We received official notice from the
sending bank to return the wire. Please resolve directly with the state of California.”

71. At 3:36 PM ET on March 26, a Bank representative emailed Mr. Gula a link to
copies of Blue Flame’s Account Agreement and other account opening documentation, stating
that the documents had “been voided for the following reason: account closing.” The link
included copies of Blue Flame’s Account Agreement with the word “VOID” superimposed
across each page. The Bank also closed Blue Flame Strategies’ account, but has not closed Mr.
Gula’s personal accounts or accounts related to Mr. Gula’s other business ventures.

72. In the weeks since Mr. Brough emailed Mr. Gula indicating that California’s bank
requested the wire to be returned and to “resolve directly with the state of California,” Blue
Flame has learned that, in reality, Chain Bridge Bank was responsible for causing California or
California’s bank to request the funds to be returned.

73. Upon information and belief, in the minutes following the Bank’s acceptance of
the wire transfer on March 26, Mr. Brough and/or Mr. Evinger contacted the California State
Treasurer’s Office regarding the transaction. According to multiple news reports and public
statements by the California State Treasurer, Fiona Ma, an “executive of the Bank™ stated that
the Bank was not comfortable with the transaction and was concerned it was fraudulent because
Blue Flame’s bank account had been opened the previous day by a “political operative.”

74. Defendants’ actions were intentional, reckless, and negligent. Upon information

and belief, Defendants contacted the California State Treasurer’s Office and asserted that the
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Bank believed the transaction was fraudulent not due to the discovery of any information
regarding Blue Flame or any inconsistencies in the information provided to the Bank by Blue
Flame, but rather due to the Bank’s independent and unrelated determination that accepting a
wire transfer of that size would not be in the Bank’s economic interest.

75. As described above, Mr. Brough and Mr. Evinger indicated to Mr. Gula the
previous day that the size of the transaction would present challenges for the Bank given that it
would constitute a substantial percentage of its total deposits and exceed FDIC insurance limits,
though they assured Mr. Gula that those issues would not prevent the Bank from accepting the
wire.

76. Upon information and belief, notwithstanding Mr. Evinger’s and Mr. Brough’s
assurances to Mr. Gula the day before that the Bank could and would solve the challenges
presented by the size of the wire transfer from California, Blue Flame has since learned that the
wire from California would have increased the Bank’s deposits drastically, which would have
triggered additional capital reserve requirements for the Bank that may have rendered the Bank’s
business relationship with Blue Flame unprofitable. On January 30, 2020, the Bank reported that
its total deposits as of December 31, 2019 totaled approximately $762 million. Accordingly,
upon information and belief, the wire transfer from California would have increased the Bank’s
total deposits by more than 50 percent.

77. As a result of Defendants’ actions, California officials requested the return of the
funds wired by California.

78.  Upon information and belief, Defendants agreed to the California officials’

request immediately, and the funds wired by California were returned to California’s bank in
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violation of the Uniform Commercial Code and applicable Federal Reserve regulations as well as
state law and standard banking industry practice.

79. As a result of Defendants’ actions, California determined it would no longer move
forward with its purchase order and breached its contract with Blue Flame.

80.  Accordingly, Defendants” wrongful statements to California officials and the
return of the completed wire transfer caused Blue Flame to lose all profits it expected to receive
from the transaction as well as substantial future business opportunities with California and other
governmental entities.

81. The unraveling of the California transaction has caused enormous harm to Blue
Flame’s business, as well as its reputation and that of its principals. As a result of Defendants’
wrongful actions, governmental law enforcement agencies have commenced investigations
concerning Blue Flame and the transaction. Moreover, reports of the breakdown in the deal
between Blue Flame and California caused Blue Flame to be wrongfully typecast as a price
gouger for critical medical supplies. For example, on April 8, 2020, Katie Porter, the United
States Congressional Representative for the 45™ District of California and a member of the
House Financial Services Committee, wrote a letter to the Principal Deputy Inspector General of
the Department of Health and Human Services concerning potential price gouging regarding
personal protective equipment during the COVID pandemic that identified Blue Flame and
suggested it was a “potentially costly and burdensome middleman,” despite the fact that Blue
Flame’s mission is to provide such equipment at the best possible prices and that it offered
California below-market prices at the time of the transaction. Indeed, Representative Porter
stated in her letter than no information was available at the time regarding the pricing under Blue

Flame’s contract with California.
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82.  In early May 2020, multiple news outlets began reporting on the failed transaction
with California, including the reversal of the wire transfer following the initial communication
by Defendants to the California State Treasurer’s Office. Those reports have destroyed the
reputations of Blue Flame and its principals, in the medical community and elsewhere.

83. As a result of the negative press coverage triggered by Defendants’ actions,
several other governmental customers that had negotiated purchase contracts with Blue Flame
decided to demand their money back or cancel their orders, including a more than $19 million
contract with a state government that was on the verge of execution.

84. In addition to the harms to Blue Flame, Defendants’ actions have caused grave
reputational harms to Mr. Gula and Mr. Thomas. Both have received death threats following the
intense negative press coverage regarding Blue Flame triggered by the Bank’s actions and
California’s subsequent breach of the purchase agreement. In addition to the closure of his
successful political consulting business in reliance on the Bank’s misrepresentations and intense
reputational damage from being baselessly labeled a fraudster, Mr. Gula has been rejected by
other banks from opening new accounts. Mr. Thomas had an active political consulting
business, Thomas Partners Strategies, at the time the negative press coverage began. As a result
of the negative reports concerning Blue Flame, all of Mr. Thomas’s clients have terminated his
services. Mr. Thomas’s reputation within the healthcare industry also has been severely
tarnished, devastating the future business prospects of Thomas Partners Properties, which is
focused on developing properties for commercial healthcare providers. Mr. Thomas also was
fired from his job as a radio commentator as a result of the intense negative press coverage
resulting from the California transaction and has not been invited back to the cable news network

on which he previously appeared on a regular basis.
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85. Finally, Defendants’ actions and California’s resulting breach of its agreement
with Blue Flame have caused unnecessary harm to the people of California, by delaying the
receipt of personal protective equipment needed by medical personnel, first responders, and other
public service providers during the pandemic. Notably, recent press reports have revealed that,
following California’s breach of its agreement with Blue Flame, the state entered an agreement
to purchase approximately $1.4 billion of N95 masks from a manufacturer based in China called
BYD. Upon information and belief, BYD has yet to deliver any N95 masks to California that
have been certified to meet national safety and health standards, has had to request several
delivery extensions and has partially refunded California’s payment as a result, required a greater
up-front payment than Blue Flame, and employed prominent California lobbyists to influence the
Governor’s Office to enter the contract who may have taken undisclosed percentage fees of
BYD’s contract in exchange for its procurement. Indeed, upon information and belief, Blue
Flame already has delivered more N95 masks to the City of Chicago than BYD has delivered
under its $1.4 billion contract with California.

COUNT 1
VIOLATION OF FEDERAL RESERVE REGULATION J

AND SECTION 4A-404(a) OF UNIFORM COMMERCIAL CODE
(Against the Bank)

86. The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

87. The Bank 1s a member of the Federal Reserve’s Fedwire Funds Service transfer
system and is subject to regulations promulgated by the Federal Reserve Board, including
Regulation J. Regulation J, among other things, incorporates Section 4A-404(a) of the Uniform

Commercial Code.
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88. Section 4A-404(a) of the Uniform Commercial Code (codified under Federal law
as 12 C.F.R. § Pt. 210, Subpt. B, App. B, at Section 4A-404) provides a private right of action
for a beneficiary account holder against a bank that violates specific rules concerning how, when,
and under what circumstances a payment order addressed to a beneficiary account holder in
connection with a wire transfer can be rejected, canceled, or amended.

89. Upon information and belief, the payment order for California’s wire transfer was
sent via the Fedwire Funds Service from California’s bank to the Bank as payment to Blue Flame
and in satisfaction of California’s obligation to Blue Flame.

90. At or before approximately 11:59 AM ET on March 26, the Bank had accepted
the payment order for California’s wire transfer to Blue Flame pursuant to the Uniform
Commercial Code and Regulation J by, among other things, receiving notice of the payment
order from the Federal Reserve Bank, receiving payment in the amount of the payment order
from the Federal Reserve Bank, providing the Incoming Wire Confirmation to Blue Flame,
verbally confirming the receipt of the wire transfer to Blue Flame and the availability of the
funds for Blue Flame’s use, and showing the funds as available in Blue Flame’s account via the
Bank’s online account access portal.

91. While the wire transfer was being processed by the parties to the transfer,
representatives of Blue Flame maintained nearly constant contact with the Bank. As soon as
Blue Flame received notice from the Bank that California's wire transfer had been received, Blue
Flame demanded payment so that Blue Flame, in turn, could make necessary payments to the

manufacturers of the personal protective equipment purchased by California.
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92. Pursuant to Article 4A of the Uniform Commercial Code and Regulation J, the
Bank’s acceptance of the payment order obligated the Bank to make payment in the amount of
the payment order to Blue Flame.

93. Pursuant to Article 4A of the Uniform Commercial Code and Regulation J, under
these circumstances the Bank could not cancel or amend the payment order after it had been
accepted, and the Bank had no basis to agree to cancel or amend the payment order or to
otherwise return the transferred funds.

94, The Bank was aware at the time it accepted the wire transfer that Blue Flame’s
transaction with California and Blue Flame’s ability to profit therefrom depended on its receipt
of, and immediate access to, the wired funds in order to promptly wire payments to the
manufacturers of the personal protective equipment purchased by California.

95. The Bank was aware at the time it accepted the wire transfer that Blue Flame’s
plans to secure additional business from California as well as other government purchasers
depended upon its ability to successfully complete the transaction with California.

96. Despite the fact that the Bank’s acceptance of the payment order obligated it to
pay Blue Flame, and despite Blue Flame’s demand for payment, the Bank refused to pay Blue
Flame.

97. The Bank’s violations of Regulation J and the Uniform Commercial Code caused
Blue Flame to suffer damages including, among other harms, its lost profits for the transaction
with California, lost future business opportunities with California and other customers, and

reputational damage as a result of the subsequent media coverage of the incident.
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COUNTII
VIOLATION OF FEDERAL RESERVE REGULATION J
AND SECTION 4A-204 OF UNIFORM COMMERCIAL CODE
(Against the Bank)

98. The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

99. The Bank is a member of the Federal Reserve’s Fedwire Funds Service transfer
system and is subject to regulations promulgated by the Federal Reserve Board, including
Regulation J. Regulation J, among other things, incorporates Sections 4A-405 and 4A-204 of the
Uniform Commercial Code.

100.  Section 4A-405 of the Uniform Commercial Code (codified under Federal law as
12 C.F.R. § Pt. 210, Subpt. B, App. B, at Section 4A-405) governs the payment by a
beneficiary's bank to a beneficiary pursuant to a payment order addressed to the beneficiary and
accepted by the beneficiary's bank, including which actions by the beneficiary's bank constitute
payment of the bank's obligation to the beneficiary.

101.  Upon information and belief, the payment order for California’s wire transfer was
sent via the Fedwire Funds Service from California’s bank to the Bank as payment to Blue Flame
and in satisfaction of California’s obligation to Blue Flame.

102.  After accepting the payment order for California's wire transfer to Blue Flame,
upon information and belief, the Bank credited the account of Blue Flame in the amount of the
payment order.

103. At approximately 11:59 AM ET on March 26, 2020, funds in the amount of the
payment order for California's wire transfer appeared in Blue Flame’s account, as confirmed by

Blue Flame when viewing its account through the Bank’s online account access portal, and as

verbally confirmed to Mr. Thomas by Ms. Cole.
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104.  Pursuant to Section 4A-405 of the Uniform Commercial Code and Regulation J,
the appearance of the funds in Blue Flame's account via the Bank's online account access portal
constituted payment of the Bank's obligation to Blue Flame with respect to California's wire
transfer.

105.  Pursuant to Article 4A of the Uniform Commercial Code and Regulation J,
California's wire transfer was completed once the Bank made payment to Blue Flame, and the
Bank could not recover the payment or otherwise agree to return the transferred funds.

106. Upon information and belief , after California’s wire transfer was completed,
Defendants unilaterally contacted California and accused Blue Flame of fraud, without basis.

107.  Upon information and belief, as a result of Defendants’ actions, California
requested that the Bank return the funds which California already had wired to the Bank and
which the Bank already had paid to Blue Flame.

108.  Upon information and belief, the Bank immediately acceded to California’s
request to return the funds.

109.  Section 4A-204 of the Uniform Commercial Code (codified under Federal law as
12 C.F.R. § Pt. 210, Subpt. B, App. B, at Section 4A-204) provides a private right of action to a
bank customer whose bank issues a payment order that purports to be on behalf of the customer
but in fact 1s not authorized and not effective as the order of the customer.

110.  Upon information and belief, in complying with California’s request to return the
funds, the Bank issued a new payment order on behalf of Blue Flame which was neither
authorized by Blue Flame nor effective as Blue Flame’s order. In fact, the Bank did not even

notify Blue Flame that it was issuing a new payment order to return the funds to California.
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111.  As aresult of the new payment order, the funds that had been wired to the Bank
and paid to Blue Flame were removed from Blue Flame’s account and returned to California
without Blue Flame’s authorization or consent.

112.  The Bank’s violations of Regulation J and the Uniform Commercial Code entitle
Blue Flame to a refund of the full amount of the payment order issued by the Bank in returning
the funds to California. Blue Flame also is entitled to the payment of interest on the refundable
amount calculated from March 26, 2020, the date the Bank issued the payment order, to the date
of the refund.

COUNT I
CONVERSION
(Against all Defendants)

113.  The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

114.  Upon information and belief, the payment order for California’s wire transfer was
sent via the Fedwire Funds Service from California’s bank to the Bank as payment to Blue Flame
and in satisfaction of California’s obligation to Blue Flame.

115.  After accepting the payment order for California's wire transfer to Blue Flame,
upon information and belief, the Bank credited the account of Blue Flame in the amount of the
payment order.

116. At approximately 11:59 AM ET on March 26, 2020, funds in the amount of the
payment order for California's wire transfer appeared in Blue Flame’s account, as confirmed by
Blue Flame when viewing its account through the Bank’s online account access portal, and as

verbally confirmed to Mr. Thomas by Ms. Cole.
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117.  Once the Bank made payment to Blue Flame, California's wire transfer was
completed and Defendants could not recover the payment or otherwise agree to return the
transferred funds.

118.  As contemplated by Defendants and Blue Flame in their discussion of the
California transaction the day before, and as confirmed by the Bank following the completion of
the wire transfer, Blue Flame had a right to immediately possess and use the funds wired by
California.

119.  Upon information and belief, after California’s wire transfer was completed,
Defendants unilaterally contacted California and accused Blue Flame of fraud, without basis.

120.  Upon information and belief, as a result of Defendants’ actions, the payment from
California was reversed or otherwise returned to California and the corresponding credit was
removed from Blue Flame’s account at the Bank.

121.  Upon information and belief, Mr. Evinger and Mr. Brough directed, participated
in, ratified, or otherwise authorized the removal of the funds wired by California from Blue
Flame’s account at the Bank.

122,  Defendants had no legal justification to remove the funds wired by California
from Blue Flame’s account.

123.  In removing the funds from Blue Flame’s account, Defendants wrongfully
exercised dominion and control over those funds and thereby deprived Blue Flame of their
possession.

124.  Defendants’ wrongful conversion of Blue Flame’s funds has caused Blue Flame

to suffer damages including, among other harms, its lost profits for the transaction with
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California, lost future business opportunities with California and other customers, and
reputational damage as a result of the subsequent media coverage of the incident.
COUNT 1V
TORTIOUS INTERFERENCE WITH CONTRACT
(Against all Defendants)

125.  The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

126.  Blue Flame had a valid contractual relationship with California, which, without
improper interference by Defendants, would have provided substantial future economic benefit
to Blue Flame.

127.  Blue Flame expended significant effort in negotiating its contractual relationship
with California and in preparing to source the equipment California agreed to purchase.

128. Defendants knew of the contractual relationship between Blue Flame and
California at the time Defendants unilaterally contacted California officials and accused Blue
Flame of fraud, without basis.

129. Defendants’ actions caused California to breach its agreement to purchase
medical supplies from Blue Flame.

130. Defendants’ actions violated the Bank’s obligations pursuant to the Uniform
Commercial Code and applicable Federal Reserve Board regulations, as well as standard practice
in the banking industry even where a transaction is appropriately deemed suspicious.

131. But for Defendants’ actions, Blue Flame would have completed its transaction
with California pursuant to its contract with California and earned significant profits from that

sale.
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132.  Defendants, through improper methods, interfered with Blue Flame’s contractual
relationship with California.

133.  Blue Flame’s damages include, among other harms, its lost profits for the
transaction with California and reputational damage as a result of the subsequent media coverage
of the incident.

COUNT YV
TORTIOUS INTERFERENCE WITH BUSINESS EXPECTANCY
(Against all Defendants)

134. The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

135.  Blue Flame had a valid business expectancy with California, including its contract
to purchase 100 million N95 masks and opportunities for future personal protective equipment
orders which, without improper interference by Defendants, would have provided substantial
future economic benefit to Blue Flame.

136.  Blue Flame expended significant effort in building its relationship with California
officials, negotiating the purchase contract for California’s initial purchase of 100 million N95
masks, and marketing potential future sales to California and other government purchasers.

137. Defendants knew of Blue Flame’s business expectancy at the time Defendants
unilaterally contacted California and accused Blue Flame of fraud, without basis.

138. Defendants’ actions caused California to disengage from potential future business

with Blue Flame, as well as breach its agreement to purchase 100 million N95 masks from Blue

Flame.
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139.  Defendants’ actions violated the Bank’s obligations pursuant to the Uniform
Commercial Code and applicable Federal Reserve Board regulations, as well as standard practice
in the banking industry even where a transaction is appropriately deemed suspicious.

140.  But for Defendants’ actions, Blue Flame would have completed additional sales
of personal protective equipment with California and other government purchasers. Indeed,
California told Blue Flame on March 25 that it was interested in procuring vast amounts of
additional personal protective equipment from Blue Flame, including, among other things, 500
million additional N95 masks, 200 million face shields, 1,000 ventilators, 1 billion gloves, 20
million swabs, 100 million gowns, and 50 million coveralls.

141.  Defendants, through improper methods, interfered with Blue Flame’s business
expectancy.

142.  Blue Flame’s damages include, among other harms, its lost profits related to
future business opportunities with California and other governmental purchasers and reputational
damage as a result of the subsequent media coverage of the incident.

COUNT VI
FRAUD
(Against all Defendants)

143.  The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

144.  Prior to Blue Flame’s decision to use the Bank for its transaction with California,
Blue Flame disclosed all relevant details regarding the transaction to the Bank, including in Mr.
Gula’s discussion with Mr. Brough and Mr. Evinger. Defendants were informed of the urgent

and important nature of the transaction and that Blue Flame required the Bank to process the

anticipated large money transfers quickly.
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145. At no point did Defendants indicate in response to those details any concern
regarding the legitimacy of the transaction or indicate that the Bank might not wish to complete
the transaction. To the contrary, Defendants enthusiastically sought to secure Blue Flame’s
business.

146.  Upon information and belief, Defendants reversed course and decided to take
action to undo the transaction, which caused it to unlawfully contact Blue Flame’s counterparty
and accuse Blue Flame of fraud, without basis.

147. Defendants’ misrepresentations to Blue Flame that the Bank was willing and able
to complete the transaction were intentionally and knowingly made, were false, and were either
made deliberately or recklessly.

148.  Defendants’ misrepresentations to Blue Flame that the Bank was willing and able
to accept the transfer from California were material to Blue Flame’s decision to use the Bank as
its bank for the wire transfer from California.

149.  Blue Flame relied on Defendants’ misrepresentations to its detriment.

150. Had Defendants identified concerns or indicated that the Bank could not accept
such a large transfer, Blue Flame would have arranged for the transaction to flow through a
different bank.

151.  Blue Flame has been damaged by its reliance upon Defendants’
misrepresentations, including by its loss of all profits associated with the transaction with

California and other lost business.
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COUNT VII
CONSTRUCTIVE FRAUD
(Against all Defendants)

152.  The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

153. Prior to Blue Flame’s decision to use the Bank for its transaction with California,
Blue Flame disclosed all relevant details regarding the transaction to the Bank, including in Mr.
Gula’s discussion with Mr. Brough and Mr. Evinger. Defendants were informed of the urgent
and important nature of the transaction and that Blue Flame required the Bank to process the
anticipated large money transfers quickly.

154. At no point did Defendants indicate in response to those details any concern
regarding the legitimacy of the transaction or indicate that the Bank might not wish to complete
the transaction. To the contrary, Defendants enthusiastically sought to secure Blue Flame’s
business.

155.  Upon information and belief, Defendants reversed course and decided to take
action to undo the transaction, which caused it to unlawfully contact Blue Flame’s counterparty
and accuse Blue Flame of fraud, without basis.

156. Defendants’ misrepresentations to Blue Flame that the Bank was willing and able
to complete the transaction were intentionally and knowingly made, were false, and were
negligent.

157.  Blue Flame relied on Defendants’ misrepresentations to its detriment.

158. Had Defendants indicated that the Bank would not or could not accept such a

large transfer, or raised doubts as to the Bank’s ability to accept such a large transter, Blue Flame

would have arranged for the transaction to flow through a different bank.
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159.  Blue Flame has been damaged by its reliance upon Defendants’
misrepresentations, including by its loss of all profits associated with the transaction with
California and other lost business.

COUNT VIIL
NEGLIGENCE
(Against all Defendants)

160.  The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

161.  As aresult of the Bank’s agreement to provide banking services to Blue Flame
and Mr. Brough and Mr. Evinger’s assurances to Mr. Gula that the Bank could and would
process the wire transfer from California, Defendants undertook a duty of care in providing
banking services to Blue Flame.

162. Defendants’ actions in unilaterally contacting California and accusing Blue Flame
of fraud were negligent, lacked a factual basis, and breached Defendants’ duties to Blue Flame.

163.  The Bank has declared that Blue Flame’s Account Agreement with the Bank is
“void” as a result of the Bank’s decision to close Blue Flame’s account, without basis.

164. Defendants’ negligent actions caused Blue Flame to suffer damages including,
among other harms, its lost profits for the transaction with California, lost future business
opportunities with California and other customers, and reputational damage as a result of the
subsequent media coverage of the incident.

COUNT IX
DEFAMATION
(Against all Defendants)

165. The allegations in Paragraphs 1 through 85 of this Complaint are incorporated

herein as if set forth in their entirety.
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166.  Upon information and belief, following its acceptance of the wire transfer from
California for Blue Flame’s account, Mr. Brough and/or Mr. Evinger contacted the California
State Treasurer’s Office and/or the Director of the Governor’s Office of Emergency Services,
and claimed that the transaction was fraudulent and made other false statements casting
aspersions on the business and character of Blue Flame.

167. The statements by Mr. Brough and/or Mr. Evinger were false, and they either
knew them to be false or, believing them to be true, lacked reasonable grounds for such belief or
acted negligently in failing to ascertain the facts upon which the statements were based.

168. Defendants’ false and defamatory claim that Blue Flame’s transaction with
California was fraudulent has caused Blue Flame to suffer damages including, among other
harms, its lost profits for the transaction with California, lost future business opportunities with
California and other customers, and reputational damage as a result of the subsequent media
coverage of the incident.

COUNT X
BREACH OF CONTRACT
(Against the Bank)

169. The allegations in Paragraphs 1 through 85 of this Complaint are incorporated
herein as if set forth in their entirety.

170.  In reliance on Defendants’ representations that the Bank could and would accept
the wire transfer from California, Blue Flame entered into an Account Agreement with the Bank.

171.  The Account Agreement between Blue Flame and the Bank included express
terms and conditions regarding deposits in Blue Flame’s account as well as wire transfers sent to

or from Blue Flame's account.
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172.  Notwithstanding the Bank’s subsequent efforts to “void” Blue Flame’s Account
Agreement, the terms of the Account Agreement were in full force and eftect at the time
Defendants unilaterally contacted California officials and accused Blue Flame of fraud, without
basis.

173.  Pursuant to the Account Agreement and its accompanying terms and conditions,
the Bank had no contractual right to return the funds paid to Blue Flame by California following
the Bank’s acceptance of the payment order from California.

174.  Accordingly, the Bank breached the Account Agreement by causing the payment
from California to Blue Flame to be reversed or otherwise returned to California.

175.  In addition to breaching the Account Agreement, Defendants’ actions breached
the covenant of good faith and fair dealing, which is implied in every contract.

176. The same day that Blue Flame entered the Account Agreement, Mr. Gula
disclosed all relevant details regarding the transaction to Mr. Brough and Mr. Evinger.

177. At no point did Defendants indicate in response to those details any concern
regarding the legitimacy of the transaction or indicate that the Bank might be unwilling or unable
to facilitate the transaction.

178.  Given Defendants’ representations to Mr. Gula regarding the Bank’s willingness
and ability to facilitate Blue Flame's transaction with California, Defendants’ actions to cause the
return of California’s payment to Blue Flame breached the implied covenant of good faith and
fair dealing.

179.  Blue Flame’s damages include, among other harms, its lost profits for the
transaction with California, lost future business opportunities with California and other

customers, and reputational damage as a result of the subsequent media coverage of the incident.
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PRAYER FOR RELIEF
WHEREFORE, based upon the foregoing allegations and claims, Plaintiff
demands judgment for compensatory, as well as punitive, damages in an amount to be
established at trial, in addition to all interest, costs, attorneys’ fees, and any other relief permitted
by law and that the Court deems appropriate, and prays that the Court award relief against
Defendants for the allegations set forth in Counts 1 through X.

TRIAL BY JURY IS DEMANDED.

Dated: June 12, 2020 Respectfully submitted,

/s/ Peter H. White
Peter H. White, Esq. (VSB # 32310)
SCHULTE ROTH & ZABEL LLP
901 Fifteenth Street, NW, Suite 800
Washington, DC 20005
Tel: 202-729-7476
Fax: 202-730-4520
peter. white(@srz.com

Counsel for Plaintiff
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF VIRGINIA
(Alexandria Division)

BLUE FLAME MEDICAL LLC,

Plaintift,
Civil Action No. 1:20-cv-00658
V.
THIRD-PARTY
CHAIN BRIDGE BANK, N.A., JOHN J. COMPLAINT

BROUGH, and DAVID M. EVINGER,
Jury Trial Demanded
Defendants.

CHAIN BRIDGE BANK, N.A,
Third-Party Plaintiff,

V.

JPMORGAN CHASE BANK, N.A.,

Third-Party Defendant.

CHAIN BRIDGE BANK, N.A.’S THIRD-PARTY COMPLAINT
AGAINST JPMORGAN CHASE BANK, N.A.

Defendant/Third-Party Plaintiff Chain Bridge Bank, N.A., for its Third-Party Complaint
against Third-Party Defendant JPMorgan Chase Bank, N.A. (“JPMorgan”), hereby alleges as
follows:

PARTIES

L. Defendant/Third-Party Plaintiff Chain Bridge Bank, N.A. is a national banking
association organized under the laws of the United States with a principal place of business at
1445A Laughlin Avenue, McLean, Virginia, 22101. It is the sole subsidiary of Chain Bridge

Bancorp, Inc., abank holding company registered with the Federal Reserve and incorporated under
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the laws of the Commonwealth of Virginia with the same principal place of business as Chain
Bridge Bank, N.A.

Third-Party Defendant JPMorgan is a national banking association organized under the
laws of the United States with its principal place of business in Columbus, Ohio. It is a wholly
owned subsidiary of JPMorgan Chase & Co., a registered bank holding company that has elected
to be treated as a financial holding company, which is incorporated under the laws of Delaware
and maintains its principal place of business at 383 Madison Avenue, New York, New York,
10017.

JURISDICTION AND VENUE

2. The Court has subject matter jurisdiction over Chain Bridge Bank N.A.’s claim
against JPMorgan for indemnification under Federal Reserve Board Regulation J because that
claim arises under federal law. See 28 U.S.C. § 1331. The Court has ancillary jurisdiction over
Chain Bridge Bank N.A.’s claim against JPMorgan for unjust enrichment. See 28 U.S.C.
§ 1367(a).

3. The Court has personal jurisdiction over JPMorgan because, as described below,
Chain Bridge Bank, N.A.’s third-party claims arise from business that JPMorgan has transacted in
the Commonwealth of Virginia. See Va. Code § 8.01-328.1(A)(1).

4. Venue is proper in this Court with respect to Chain Bridge Bank N. A ’s third-party
claims against JPMorgan because venue in this Court is proper with respect to the original action.
See, e.g., One Beacon Ins. Co. v. JNB Storage Trailer Rental Corp., 312 F. Supp. 2d 824, 828-29

(E.D. Va. 2004).
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FACTUAL ALLEGATIONS
A. California’s Wire Transfer To Blue Flame
5. On or about March 25, 2020, Plaintiff Blue Flame Medical LLC (“Blue Flame™)

opened a commercial banking account with Chain Bridge Bank, N.A. Blue Flame had been
incorporated in Delaware just two days before, on March 23, 2020.

6. On March 26, 2020, at approximately 11:23 AM eastern time (“ET”), a
representative from the State Treasurer’s Office of the State of California initiated a wire transfer
in the amount of $456,888,600 for Blue Flame’s benefit by delivering an instruction to California’s
bank, JPMorgan.

7. California’s wire transfer was sent over the Federal Reserve’s Fedwire Funds
Service. For that reason, the wire transfer is governed by Federal Reserve Board regulations and
guidance, including Subpart B of the Federal Reserve Board’s Regulation J. 12 C.F.R. §§ 210.25-
210.32. Subpart B of Regulation J incorporates Article 4A of the Uniform Commercial Code
(UCC),! and Fedwire transfers under Article 4A are a form of “funds transfer,” or a series of
transactions by which an “originator” causes a “beneficiary” to receive payment through
instructions to one or more banks. UCC § 4A-104(a).? Those instructions, which form the
individual steps of a funds transfer, are known as “payment orders.” Id. § 4A-103(a)(1).

8. At 11:55 AM ET, Chain Bridge Bank, N.A. received a payment order from
JPMorgan in connection with California’s wire transfer. A copy of that payment order is attached

hereto as Exhibit A.

12 CFR. §210.25(b)(1); 12 C.F.R. pt. 210, subpt. B, app. B; see also Donmar Enters., Inc.
v. Southern Nat’l Bank of N.C., 64 F.3d 944, 948 (4th Cir. 1995).

2 Unless otherwise indicated, all references in this complaint to provisions of Article 4A of the
UCC are to the version of that law incorporated by reference in Subpart B of Regulation J and
reprinted as an appendix to Subpart B.
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9, Upon information and belief, California’s wire transfer of $456,888,600 was
intended by California as a down payment for a purchase of 100 million N95 masks from Blue
Flame. But neither of Blue Flame’s principals, Mike Gula and John Thomas, had any experience
in the medical supply industry. To the contrary, both had previously worked as political operatives.
In addition, on information and belief, Blue Flame in fact had no ability, then or ever, to procure
and provide the 100 million N95 masks that it had promised to California. Blue Flame nevertheless
falsely represented to California that it could provide them within a matter of days.

B. The Cancellation Of California’s Wire Transfer

10. Within hours of Chain Bridge Bank, N.A.’s receipt of the payment order for
California’s wire transfer, JPMorgan notified Chain Bridge Bank, N.A. that JPMorgan and
California would be canceling that payment order by requesting return of the $456,888,600.

11. At 2:05 PM ET, JPMorgan sent a service message to Chain Bridge Bank, N.A.
through the Federal Reserve’s Fedwire funds transfer system in which JPMorgan requested
cancellation of the payment order. A copy of JPMorgan’s cancellation message is attached hereto
as Exhibit B.

12. At 3:21 PM ET, Chain Bridge Bank, N.A. honored the cancellation request by
returning $456,888,600 to JPMorgan by wire transfer. A copy of the payment order sent through
the Fedwire system to effectuate the return of the $456,888,600 to JPMorgan is attached hereto as
Exhibit C.

C. This Litigation

13. On June 12, 2020, Blue Flame filed this lawsuit against Chain Bridge Bank, N A ,
and two of its officers, John J. Brough, and David M. Evinger. Blue Flame’s complaint seeks to

impose liability based on Chain Bridge Bank, N.A.’s decision to honor JPMorgan and California’s
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request to cancel the wire transfer and based on interactions between Messrs. Brough and Evinger
and California government officials in connection with the wire transfer.

14. Among other things, Blue Flame’s complaint alleges that Chain Bridge Bank, N.A.
remains liable to pay Blue Flame on the payment order for California’s wire transfer because, Blue
Flame contends, Chain Bridge Bank, N.A. accepted that payment order and it could not be validly
cancelled under the circumstances.

15. Chain Bridge Bank, N.A. has incurred and will continue to incur substantial costs
and attorney’s fees in defending against Blue Flame’s claims in this action, both on its own behalf
and on behalf of its officers, Messrs. Brough and Evinger.

COUNT1
INDEMNIFICATION UNDER REGULATION J

16. Chain Bridge Bank, N.A. realleges and incorporates by reference each allegation
contained in the preceding paragraphs as if fully set forth herein.

17. Under UCC § 4A-211(f), “if the receiving bank, after accepting a payment order,
agrees to cancellation or amendment of the order by the sender . . . , the sender, whether or not
cancellation or amendment is effective, is liable to the [receiving] bank for any loss and expense,
including reasonable attorney’s fees, incurred by the [receiving] bank as a result of the cancellation
or amendment or attempted cancellation or amendment.”

18. As the UCC’s official commentary explains, Section 4A-211(f) ensures that, “[i]f
a receiving bank agrees to cancellation” of a payment order, “it is automatically entitled to
indemnification from the sender.” UCC § 4A-211(f). The indemnification provision reflects the
commercial reality that, “[i]f the receiving bank agrees to cancellation, it is doing so as an

accommodation to the sender and it should not incur a risk of loss in doing so.” /d.
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19. As described above, JPMorgan requested cancellation of California’s wire transfer,
and Chain Bridge Bank, N.A. honored that cancellation request by returning the $456,888,600 to
JPMorgan by wire transfer.

20. Accordingly, under UCC § 4A-211(f) JPMorgan is liable to Chain Bridge Bank,
N.A. for “any loss and expenses, including reasonable attorney’s fees, incurred . . . as a result of
the cancellation” of JPMorgan’s payment order. This includes the costs and attorney’s fees Chain
Bridge Bank, N.A. has incurred and will continue to incur as a result of the cancellation of
JPMorgan’s payment order, both on its own behalf and on behalf of its officers, Messrs. Brough
and Evinger. It also includes any judgment entered against Chain Bridge Bank, N.A. on Blue
Flame’s claims in this case and any amounts for which Chain Bridge Bank, N.A. becomes liable
to Messrs. Brough and Evinger as a consequence of any judgment entered against them on Blue

Flame’s claims in this case for conduct occurring within the scope of their employment.

COUNT 1T
DECLARATORY JUDGMENT

21. Chain Bridge Bank, N.A. realleges and incorporates by reference each allegation
contained in the preceding paragraphs as if fully set forth herein.

22, A current dispute exists between the parties regarding whether JPMorgan is liable
toindemnify Chain Bridge Bank, N.A ., under UCC § 4A-211(f), for any loss and expense incurred
by Chain Bridge Bank, N.A. as a result of JPMorgan’s cancellation of the payment order for
California’s wire transfer.

23.  Asdescribed above, JPMorgan requested cancellation of California’s wire transfer,
and Chain Bridge Bank, N.A. honored that cancellation request by returning the $456,888,600 to

JPMorgan by wire transfer.
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24, Accordingly, under UCC § 4A-211(f) JPMorgan is liable to Chain Bridge Bank,
N.A. for “any loss and expenses, including reasonable attorney’s fees, incurred . . . as a result of
the cancellation” of the payment order for California’s wire transfer,

25. Accordingly, Chain Bridge Bank, N.A. is entitled to a declaratory judgment that
JPMorgan is liable to it for the costs and attorney’s fees Chain Bridge Bank, N.A. has incurred and
will continue to incur as a result of the cancellation of JPMorgan’s payment order, both on its own
behalf and on behalf of its officers, Messrs. Brough and Evinger, as well as any judgment entered
against Chain Bridge Bank, N.A. on Blue Flame’s claims in this case and any amounts for which
Chain Bridge Bank, N.A. becomes liable to Messrs. Brough and Evinger as a consequence of any
judgment entered against them on Blue Flame’s claims in this case for conduct occurring within
the scope of their employment.

COUNT I
UNJUST ENRICHMENT

26. Chain Bridge Bank, N.A. realleges and incorporates by reference each allegation
contained in the preceding paragraphs as if fully set forth herein.

217. As described above, Chain Bridge Bank, N.A. returned $456,888,600 to JPMorgan
by wire transfer in response to JPMorgan’s request to cancel California’s wire transfer.

28. Chain Bridge Bank, N.A. agreed to return the funds to JPMorgan on the
understanding that California’s wire transfer had been cancelled, with the result that Chain Bridge
Bank, N.A. had no obligation to make payment to Blue Flame and JPMorgan had a legal
entitlement to return of the funds, or that at a minimum JPMorgan would be required to indemnify

Chain Bridge Bank, N.A. under UCC § 4A-211(f) for any loss resulting from the cancellation.
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29. Blue Flame has nonetheless alleged in this litigation that Chain Bridge Bank, N.A.
remains liable to Blue Flame on the payment order for California’s wire transfer because that
payment order could not be validly cancelled under the circumstances.

30. If Blue Flame were to prevail on its claims against Chain Bridge Bank, N.A., and
if JPMorgan were not required to indemnify Chain Bridge Bank, N.A. under UCC § 4A-211(f) (as
alleged in Counts I and II), then JPMorgan would be unjustly enriched at the expense of Chain
Bridge Bank, N.A. In that scenario, Chain Bridge Bank, N.A. would have transferred
$456,888,600 to JPMorgan despite not having any legal obligation to do so, and under the
circumstances it would be inequitable for JPMorgan to retain that benefit.

31.  Accordingly, to prevent such unjust enrichment, Chain Bridge Bank, N.A. is
entitled to an award of damages against JPMorgan in the amount of any judgment entered in favor
of Blue Flame on its claims against Chain Bridge Bank, N.A.

PRAYER FOR RELIEF

WHEREFORE, based upon the foregoing allegations and claims, Chain Bridge Bank, N.A.
demands judgment in its favor and against Third-Party Defendant JPMorgan as follows:

(a) an award of money damages for all losses and expenses incurred as a result of Blue
Flame’s lawsuit, including the amount of any judgment entered in favor of Blue Flame against
Chain Bridge Bank, N A, as well as Chain Bridge Bank, N.A.’s attorney’s fees and costs, both on
its own behalf and on behalf of its officers, Messrs. Brough and Evinger, and any amounts for
which Chain Bridge Bank, N.A. becomes liable to Messrs. Brough and Evinger as a consequence
of any judgment entered against them on Blue Flame’s claims in this case for conduct occurring
within the scope of their employment;

(b) an order declaring that JPMorgan is liable to indemnify Chain Bridge Bank, N A,

under UCC § 4A-211(f), for any loss and expense incurred by Chain Bridge Bank, N.A. as a result
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of JPMorgan’s cancellation of the payment order for California’s wire transfer, including the
amount of any judgment entered in favor of Blue Flame against Chain Bridge Bank, N. A, as well
as Chain Bridge Bank, N.A.’s attorney’s fees and costs, both on its own behalf and on behalf of
its officers, Messrs. Brough and Evinger, and any amounts for which Chain Bridge Bank, N.A.
becomes liable to Messrs. Brough and Evinger as a consequence of any judgment entered against
them on Blue Flame’s claims in this case for conduct occurring within the scope of their
employment; and

(©) any such further relief as this Court deems just and proper.

TRIAL BY JURY IS DEMANDED.
Date: October 13, 2020 Respectfully submitted,

/s/ Donald Burke

Gary A. Orseck (admitted pro hac vice)

Matthew M. Madden (admitted pro hac vice)

Donald Burke (VA Bar No. 76550)

ROBBINS, RUSSELL, ENGLERT, ORSECK,
UNTEREINER & SAUBER LLP

2000 K Street, N.W ., 4th Floor

Washington, D.C. 20006

Tel: (202) 775-4500

Fax: (202) 775-4510

dburke@robbinsrussell.com

Counsel for Defendant/Third-Party
Plaintiff Chain Bridge Bank, N.A.
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CERTIFICATE OF SERVICE

I hereby certify that on October 13, 2020, 1 will electronically file the foregoing with the
Clerk of Court using the CM/ECF system, which will then send a notification of such filing to the

following:

Peter H. White, Esq.

SCHULTE ROTH & ZABEL LLP
901 Fifteenth Street, NW, Suite 800
Washington, DC 20005

Tel: 202-729-7476

Fax: 202-730-4520
peter.white(@srz.com

Counsel for Blue Flame Medical LLC

/s/ Donald Burke

Donald Burke (VA Bar No. 76550)

ROBBINS, RUSSELL, ENGLERT,
ORSECK, UNTEREINER & SAUBER LLP

2000 K Street, N.W., 4th Floor

Washington, D.C. 20006

Tel: (202) 775-4500

Fax: (202) 775-4510

dburke@robbinsrussell.com
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Message Type:

Test/Prod:

Messages
Status: Completed
Create Time: 2020-03-26 11:55:43.219
IMAD: 20200326B1QGC06C006570

FLD Outgoing Transfer

Fedwire Appended Information

Message Disposition {1100}
Receipt Time {1110}

OMAD {1120}

Basic Information
Sender Supplied Information {1500}:
Sender ABA {3100}:
Receiver ABA {3400}
Amount {2000}
Type/Subtype Code {1510}
IMAD {1520}:
Business Function {3600}
Sender Reference Number {3320}:

Reference for Beneficiary {4320}:

Originator Information

Originator {5000}
ID Code:

Identifier:
Name:
Address Line 1:
Address Line 2:

Address Line 3:

Criginator to Beneficiary Information {6000}

Line 1:

Line 2:

30PR2
0326 1155 FTO1

20200326 MMQFMPCZ 000011 0326 1155 FTO1

30 P

021000021 JPMORGAN CHASE

056009479 CHAIN BRIDGE BK
456,888,600.00

1000

20200326 B1QGCO6C 006570

CTR - Customer Transfer ~ Transaction Type:

I 5 0

ATS OF 20/03/26

D - DDA Account Number
7871

CALIFORNIA STATE TREASURER
CONCENTRATION ACCOUNT
915 CAPITOL MALL RM 319
SACRAMENTO CA 95814-4801 US

BY ORDER OF DEPARTMENT OF GENERAL
SERVICES

Beneficiary Information

Beneficiary {4200}
ID Code:

Identifier:
Name:

Address Line 1:

Charges & Exchange Rate Information
Instructed Amount {3710}
Currency Code:

Amount:

https://wai-vdi.t3 fras.frb.org/fedwirei.prod/ffp/index.html

D - DDA Account Number
7459

BLUE FLAME MEDICAL LLC
us

usD

456888600,00

7/20/2020
JPMC-00000591



Case 1:20-cv-00658-LMB-IDD  Document 131-31  Filed 05/07/21 Page 59 of 66
PagelD# 2345
Case 1:20-cv-00658-LMB-IDD  Document 43-2  Filed 10/13/20 Page 1 of 2 PagelD# 344

EXHIBIT B

JPMC-00000592



Case 1:20-cv-00658-LMB-IDD  Document 131-31
PagelD# 2346

Fedwire Funds Processor

Filed 05/07/21

Page 60 of 66

Page 1 of 1

Case 1:20-cv-00658-LMB-IDD Document 43-2  Filed 10/13/20 Page 2 of 2 PagelD# 345

Messages
Status: Completed Message Type:
Create Time: 2020-03-26 14:05:47.902 Test/Prod:
IMAD: 20200326B1QGC03C006935

FLD Outgoing Transfer

Fedwire Appended Information

Message Disposition {1100}
Receipt Time {1110}

OMAD {1120}

Basic Information
Sender Supplied Information {1500}:
Sender ABA {3100}:
Receiver ABA {3400}
Amount {2000}
Type/Subtype Code {1510}
IMAD {1520}:
Previous Message ldenfifier {3500}
Business Function {3600}:

Sender Reference Number {3320}:

Ser ice Message
Free Formatted Te t {9000}

Line 1:

Free Formatted Te t {9000}

Additional Information:

https://wai-vdi.t3 fras.frb.org/fedwirei.prod/ffp/index.html

30PR2
0326 1405 FTO1

20200326 MMQFMPCZ 000021 0326 1405 FTO1

30 P

021000021 JPMORGAN CHASE
056009479 CHAIN BRIDGE BK

456,888,600.00

1001

20200326 B1QGCO3C 006935

20200326B1QGCO6CO06570

SVC - Service Message  Transaction Type:

-

ATTN INVRE OUR FED IMAD 0326B1QGC06

€006570 DD 3/26/2020 FOR 456,888,60
0.00/USD. AS PER REM REQ PLS RETURN
FUNDS QUOTING QOUR REF. PLS TAKE CA
RE TO AVOID DUPLICATION UETR REF 5F
F67E5C-7D8D-401F-81A8-457466EE4533
.REGARDS, JPMORGAN OUR REF JPM20032
6-004818 GLBL SOL CNTR 866 223-03

59

7/20/2020
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Messages
Status: Completed Message Type:
Create Time 2020-03-26 15:21:05. 34 Test/Pred:
IMAD 20200326MMQFMPC 000009

Fedwire Appended Information
Message Disposttion {1100}
Receipt Time {1110}

OMAD {1120}

Basic Information
Sender Supplied Information {1500}:
Sender ABA {3100}
Receiver ABA {3400}
Amount {2000}
Type/Subtype Code {1510}
IMAD {1520}
Previous Message |dentifier {3500}
Business Function {3600}
Sender Reference Number {3320}

Reference for Beneficiary {4320):

Originator Information

Originator {5000}
ID Code:
Identifier
Name:
Adaress Line 1:

Originator to Beneficiary Information {6000}
Line 1:

Line 2:

Beneficiary Information

Beneficiary {4200}
ID Code:

Identifier:
Name:
Address Line 1
Address Line 2:

Adaress Line 3:

Fl to Fl Information

Fl To Fl information {6500}
Line 1:

Additional Information Line 1:
Adational Information Line 2:

Additional Information Line 3:

Charges & Exchange Rate Information

Instructed Amount {3710}
Currency Code;

Amount:

3PR2
0328 1521 FTO1

20200326 B1QGCO1R 059760 0326 1521 FTO1

30 578A4AM2 P

056009479 CHAIN BRIDGE BANK
021000021 JPMORGAN CHASE
456,888,600.00

1002

20200326 MMQFMPCZ 000009
20200326B1QGCOECO08570

CTR - Customer Transfer  Transaction Type:

— 0

ATS OF 20/0312¢

D - DDA Account Number
_—
BLUE FLAME MEDICAL LLC

us

BY ORDER OF DEPARTMENT OF GENERAL

SERVICES

D - DDA Account Number
I -
CALIFORNIA STATE TREASURER
CONCENTRATION ACCOUNT

915 CAPITOL MALL RM 319

SACRAMENTO CA 95814-4801 US

RTNG YR IMAD 032681QGC0SC006570
DD 3/26/2020 PER YOUR REQUEST
YR REF JPM200326-004818

REGARDS CBB-CMG

usp

456888500,00

https://wai-vdi.t3.fras.frb.org/fedwirei.prod/ffp/index.html

FLD Outgoing Transfer
Prod

Restricted FR/SPII

Showing 8 of 15

7/20/2020
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WILMERHALE
March 19, 2021 Chris Casamassima
+1213 443 5374 (1)
Via Mail +1213 443 5400 (f)

chris.casamassima@wilmerhale.com

Department of General Services

Office of Risk and Insurance Management
Government Claims Program

P.O. Box 989052, MS414

West Sacramento, CA 95798-9052

Re:  Proposed Deferred Consideration of March 19, 2021 Claim by JPMorgan Chase
Bank, N.A.

To whom it may concern:

I am writing on behalf of JPMorgan Chase Bank, N.A. (“JPMC”) regarding the period for
decision on the claim JPMC is submitting contemporaneously with this letter. As described in
JPMC’s “Government Claim” form (DGS ORIM 006 (Rev. 08/19)) and the addendum thereto,
JPMC’s claim arises from a third-party complaint that was filed against it in Blue Flame Medical
LLC v. Chain Bridge Bank, N.A. et al., No. 1:20-cv-00658 (E.D. Va.), a case that concerns a
$456,888,600 wire transfer that the California State Treasurer’s Office (“STO”) initiated.

The Blue Flame litigation is ongoing and JPMC has not been found liable in any respect.
Accordingly, JPMC believes it is in the best interests of both the State and JPMC to defer
consideration of JPMC’s claim until the Blue Flame litigation materially progresses. See
California Government Code § 912.4(b) (“The claimant and the board may extend the period
within which the board is required to act on the claim by written agreement ... [b]efore the
expiration of the period.”). Specifically, JPMC proposes that the State (along with its Agencies
and Employees whose identities are defined in the addendum to the claim form) and JPMC agree
to defer consideration of JPMC’s claim for an initial period of 60 days—until May 18, 2021—or
until further material development in the litigation, whichever comes first. JPMC further
proposes that this deferred consideration could be extended, by written agreement of both the
State and JPMC.

JPMC requests a response advising whether the State would agree to deferred
consideration as described above.

Wilmer Cutler Pickering Hale and Dorr wie, 350 South Grand Avenue, Suite 2400, Los Angeles, CA 90071
Beiing Berlin  Boston  Brussels Denver  Frankfurt  London  Los Angeles  New York  Palo Alto San Francisco  Washington
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WILMERHALE
March 19, 2021
Page 2
Very truly yours,
% C/ﬂ,@‘x
Chris Casamassima
cc: Spencer Walker

General Counsel, California State Treasurer’s Office
swalker@treasurer.ca.gov

Cara M. Porter

Sarah L.. Fabian

Deputy Attorneys General, State of California Department of Justice
Cara.Porter(@doj.ca.gov

Sarah.Fabian@doj.ca.gov

Alan Schoenfeld
alan.schoenfeld@wilmerhale.com
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STATE OF CALIFORNIA

GOVERNMENT CLAIM
DGS ORIM 006 (Rev. 08/19)

DEPARTMENT OF GENERAL SERVICES
OFFICE OF RISKAND INSURANCE MANAGEMENT

CLAIMANT INFORMATION il ‘
LAST NAME FIRST NAME MIDDLE INITIAL
N/A N/A N/A
INMATE OR PATIENT IDENTIFICATION NUMBER (if applicable) BUSINESS NAME(f applicable)
N/A JPMorgan Chase Bank, N.A. ("JPMC")
TELEPHONE NUMBER EMAIL ADDRESS
212-623-1589 gabriel.torres@jpmchase.com
MAILING ADDRESS CiTY STATE i
4 New York Plaza, 19th Floor New York NY 10004
IS THE CLAIMANT UNDER 18 YEARS OF AGE? INSURED NAME (Insurance Company Subrogation)
£ Yes f5] No N/A
IS THIS AN AMENDMENT TO A PREVIOUSLY EXISTING CLAIM? EXISTING CLAIM NUMBER (ffappicable) |EXISTING CLAIMANT NAME( applicable)
[Tyes (] No N/A N/A
ATTORNEY OR REPRESENTATIVE INFORMATION i
LAST NAME FIRST NAME MIDDLEINITIAL
Casamassima Christopher T.
TELEPHONE NUMBER EMAIL ADDRESS
213-443-5374 chris.casamassima@uwilmerhale.com
MAILING ADDRESS cITY STATE zip
Wilmer Cutler Pickering Hale and Dorr LLP, 350 South Grand Avenue, Suite 2400 | | os Angeles CA 90071
CLAIM INFORMATION ‘ i ; Sy /
STATE AGENCIES OR EMPLOYEES AGAINST WHOM THECLAIM IS FILED DATE OF INCIDENT
See attached Addendum. See attached Addendum.

LATE CLAIM EXPLANATION (Required, if incident was more than six months ago)

N/A

DOLLAR AMOUNT OF CLAIM
Over $10,000.

CIVIL CASE TYPE(Required,if amount ismore than $10, 000}
D Limited (825,0000r less) [-j Non-Limited (over$25,000)

DOLLAR AMOUNT EXPLANATION
See attached Addendum.

INCIDENT LOCATION
See attached Addendum.

SPECIFIC DAMAGE OR INJURY DESCRIPTION

See attached Addendum.

CIRCUMSTANCES THAT LED TO DAMAGE OR INJURY

See attached Addendum.

EXPLAIN WHY YOU BELIEVE THE STATE IS RESPONSIBLE FOR THE DAMAGE OR INJURY

See attached Addendum.

Pageiof2

JPMC-00000598



Case 1:20-cv-00658-LMB-IDD  Document 131-31  Filed 05/07/21 Page 66 of 66
PagelD# 2352

STATE OF CALIFORNIA DEPARTMENT OF GENERAL SERVICES
GOVERNMENT CLAIM OFFICE OF RISKAND INSURANCE MANAGEMENT
DGS ORIM 006 (Rev. 08/18)

AUTOMOBILE CLAIM INFORMATION

DOES THE CLAIMINVOLVE A STATE VEHICLE? VEHICLE LICENSE NUMBER(if known)] STATE DRIVER NAME (if known)
[ Yes =] No N/A N/A
HAS A CLAIM BEEN FILED WITH YOUR INSURANCE CARRIER? INSURANCE CARRIER NAME INSURANCE CLAIM NUMBER
[ Yes No N/A N/A
HAVE YOU RECEIVEDAN INSURANCE PAYMENT FOR THIS DAMAGE OR INJURY?  |AMOUNT RECEIVED {if any) AMOUNT OF DEDUCTIBLE( any)
[ ves No N/A N/A
NOTICE AND SIGNATURE § y

1 declareunder penalty of perjury under the laws of the State of California that all the information | have provided is true and correct to
thg best‘of my information and belief. | further understand that if | have provided information that is false, intentionally incomplete, or
misleading I maybe with afelony punishable by up to four yearsin state prison and/or a fine of up to $10,000(PenalCode
section72). 7

S'GN7058 //' PRINTED NAME DATE
A A Christopher T. Casamassima March 19, 2021
INSTRUCTIONS™ ST ki ‘

» Include a check or money order for $25, payable to the State of Calfornia.
» $25filing fee is not required for amendments to existing claims.
» Confirm all sectionsrelating to this claim are complete and the form s signed.
» Attach copiesof any documentation that supports your claim. Do not submit originals.

Mail the claim form and ali attachments to: Claim forms can also be delivered to:
Office of Riskand insurance Management Office of Risk and Insurance Management
Govemnment Claims Program Govemnment Claims Program
P.O.Box 989052, MS414 707 3rd Street, 1st Floor
West Sacramento,CA 95798-9052 West Sacramento,CA 95605
1-800-955-0045

Department orr General Services Privacy Notice on Information Collection

This notice is provided pursuant to the Information Practices Actof 1977, California Civil Code Sections1798.17&1798.24and the Federal
Privacy Act (Public Law83-579).

The Department of General Services(DGS),Office of Risk and Insurance Management {ORIM) is requesting the information specified on this
form pursuant to Government Code Section 905.2(c).

The principal purpose for requesting this data is to process claims against the state The information provided will/may be disclosedto a person,or
to another agency where the transfer is necessary for the fransferee-agency to perform its constitutional or statutory duties,and the use is
compatible with a purpose for which the information was collected and the use or transfer is accounted for in accordancewith Califomia CivilCode
Section 1798.25.

Individuals should not provide personal information that is not requested.

The submission of all information requested is mandatory unless otherwise noted. if you fail to provide the information requested toDGS or if the
information provided is deemedincomplete orunreadable, this may resultina delay in processing.

Department Privacy Policy
The information collected by DGS Is subject to the fimitations in the Information Practices Actof 1977and state policy {sge Stale Adminisirative
Manual 5310-5310.7}. For more information on how we care for your personalinformation, please readthe DGS PrivacyPolicy

Access to Your Information
ORIM is responsible for maintaining coliected records and retaining them for 5 years. Youhave aright to access records containing personat

information maintained by the state entity. To request access,contact:

DGSORIM
Public Records Officer

707 3"9st., West Sacramento,CA 85605
{916) 376-5300

Page2of 2
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