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UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF NEW JERSEY
In re:

Case No. 20-12043 (KCF)

LOG STORM SECURITY, INC,

Honorable Kathryn C. Ferguson

Debtor.
JOHN M. MCDONNELL, AS CHAPTER 7 TRUSTEE,

Chapter 7
Adv. Pro. No. 22-_______(KCF)

Plaintiff,
v.
JPMORGAN CHASE & CO.,
Defendant.
ADVERSARY COMPLAINT FOR RECOVERY OF PROPERTY OF THE ESTATE
John M. McDonnell, the chapter 7 trustee (the “Trustee” or the “Plaintiff”) of the estate
of Log Storm Security, Inc. 1, the chapter 7 debtor (the “Debtor”), by and through his
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D/B/A Blackstratus.

undersigned counsel, McDonnell Crowley, LLC and special counsel The Law Offices of Richard
J. Corbi PLLC, by way of a Complaint against JPMorgan Chase & Co. 2 (the “Defendant”),
hereby alleges as follows:
JURISDICTION AND VENUE
1.

This Court has jurisdiction over this adversary proceeding pursuant to 28 U.S.C. §

1334 (b) and 28 U.S.C. § 157.
2.

Venue is properly fixed in this Court pursuant to 28 U.S.C. §§ 1408 and 1409.

3.

This is a core proceeding that may be heard and determined by a bankruptcy

judge pursuant to 28 U.S.C. § 157(b).
4.

The applicable statutory basis for the claims asserted herein includes, but is not

limited to, 11 U.S.C. §§ 502, 541, 542, 544, 548, and 550.
PARTIES
5.

The Plaintiff is the appointed chapter 7 trustee of the Debtor’s bankruptcy estate.

6.

Based upon information and belief, when the Defendant received certain transfers

from the Debtor, the Defendant was a corporation, partnership, governmental unit, individual,
and/or entity who engaged in transactions in the United States and New Jersey in connection
with the claims alleged herein.
BACKGROUND
7.

The Trustee relies on the factual representations filed by the Trustee in his

certification, which is expressly incorporated herein and filed with and in support of the within
Complaint.

A/K/A JP Morgan Chase Bank, N.A./ Chase Bank USA, N.A/ J.P Morgan Securities, LLC/ Chase Bank/ Chase
Business Card Services/ JP Morgan Chase Bank & Co., Chase Business Card Services, JPMorgan Chase & Co. /
Chase Bank USA, N.A/ J.P Morgan Securities, LLC/Chase Bank/ Chase Business Card Services/
JP Morgan Chase Bank & Co.
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8.

On February 6, 2020 (the “Petition Date”), the Debtor filed its voluntary petition

for relief under chapter 11 of title 11 of the United States Code, 11 U.S.C. §§ 101, et seq. (the
“Bankruptcy Code”), in the United States Bankruptcy Court for the District of New Jersey. See
Court Docket in In re Log Storm Security, Inc., Case No. 20-12043 (KCF) (the “Main Case
Docket”), No. 1.
9.

On May 21, 2021, this Court entered that certain Order Approving Disclosure

Statement, and Fixing Time for Filing Acceptances or Rejections of Plan, Combined with Notice
Thereof. See Main Case Docket No. 100.
10.

On September 1, 2020, this Court entered that certain Order Confirming First

Amended Chapter 11 Plan of Reorganization of Log Storm Security, Inc. d/b/a Blackstratus (the
“Confirmation Order”). See Main Case Docket No. 160.
11.

Pursuant to the Confirmation Order, Castle Shield Holdings LLC was the

successful bidder for the purchase of certain assets of the Debtor, including, but not limited to,
any and all claims held by Debtor against any director, principal or officer of Debtor whether
identified in the Debtor’s Amended Disclosure Statement or otherwise, and any and all causes of
action against any party held by Debtor which arises under chapter 5 of the Bankruptcy Code as
well as any potential claims and/or other causes of action, under state law and/or other applicable
law (the “Chapter 5 Claims”). See Main Case Docket No. 160.
12.

On July 8, 2021, this Court entered an Order converting the Debtor’s bankruptcy

case from one under chapter 11 of the Bankruptcy Code to one under chapter 7 of the
Bankruptcy Code. See Main Case Docket No. 242
13.

On July 12, 2021, John M. McDonnell, Esq. was appointed the Trustee for the

Debtor, has duly qualified and is acting in that capacity. See Main Case Docket No. 244.
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14.

On December 7, 2021, the Trustee and Caste Shield filed a stipulation and

consent order in connection with the Chapter 5 Claims (the “Chapter 5 Claims Stipulation”). See
Main Case Docket No. 271.

The Chapter 5 Claims Stipulation provides the Trustee with

standing to commence the appropriate actions to prosecute the Chapter 5 Claims.
15.

The Trustee asserts that he has been vested with the right to commence and

prosecute any and all causes of action existing in favor of the Debtor’s bankruptcy estate.
16.

Based upon information and belief, the Debtor paid monies to the Defendant

during the two (2) year prior to the Petition Date, in the total amount of approximately
$139,028.17 (the “Two Year Transfers”) on the dates, and in the amounts, listed on Exhibit “A”,
which is expressly incorporated by reference into this Complaint.
13.

Based upon further information and belief, during the four (4) year period prior to

the Petition Date, the Debtor made certain transfers to the Defendant in the aggregate amount of
$302,690.13 (the “Four Year Transfers” and together with the Two Year Transfers, collectively
the “Transfers”), to the Defendant on the dates, and in the amounts, listed on Exhibit “B”, which
is expressly incorporated by reference into this Complaint.
14.

In summary the following illustrates the total the total amount of the Transfers is

$302,690.13.
Avoidable Payments Made
within the Two Year Period to
the Petition Date

Avoidable Payments Made within
the Four Year Period to the
Petition Date

$139,028.17

$302,690.13

TOTAL: $302,690.13
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15.

Upon information and belief, the Transfers were made in payment of an account

that was not the Debtor’s and/or a claim that was not against the Debtor.
16.

Based upon further information and belief, pursuant to sections 544 and

548(a)(1)(B)(ii) of the Bankruptcy Code, at the time of the Transfers, the Debtor was insolvent,
or became insolvent as a result of the Transfers.
COUNT ONE
(11 U.S.C. § 502)
17.

The Trustee repeats and realleges each and every allegation contained above as if

fully set forth herein.
18.

The Defendant has failed to turnover to the Trustee the Transfers or to otherwise

pay the Transfers.
19.

Pursuant to section 502(d) of the Bankruptcy Code, the Trustee is entitled to an

order waiving, discharging, and barring any claims that the Defendant may hold against the
within estate.
WHEREFORE, the Trustee demands judgment in his favor and against the Defendant as
follows:

20.

(a)

for an order waiving, discharging and barring any claims which the
Defendant may hold against the Debtor’s estate; and

(b)

granting such other relief that this Court deems just, proper, and equitable.

COUNT TWO
(11 U.S.C. § 541)
The Trustee repeats and realleges each and every preceding allegation as if fully

set forth at length herein.
21.

The Transfers to the Defendant constitute property of the estate pursuant to

section 541 of the Bankruptcy Code.
WHEREFORE, the Trustee demands judgment against the Defendant as follows:
5

(a)

for an order declaring the Transfers are property of the Debtor’s estate
pursuant to section 541 of the Bankruptcy Code;

(b)

for damages, together with interest, costs of suit and reasonable attorneys’
fees;

(c)

for an accounting; and

(d)

for such other and further relief as this Court deems just, proper, and
equitable.
COUNT THREE
(11 U.S.C. § 542)

22.

The Trustee repeats and realleges each and every allegation contained above as if

fully set forth at length herein.
23.

The Defendant is in possession, custody or control of property that belongs to the

Debtor’s estate.
24.

All of the assets should be turned over to and accounted for the Trustee.

WHEREFORE, the Trustee demands judgment against the Defendant as follows:
(a)

for an order compelling Defendant to turnover all of the Debtor’s property
pursuant to section 542 of the Bankruptcy Code;

(b)

for damages, together with interest, costs of suit, and reasonable attorneys’
fees;

(c)

for an accounting of all the Debtor’s property; and

(d)

for such other and further relief as this Court deems just, proper, and
equitable.
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25.

COUNT FOUR
(11 U.S.C. § 544)
The Trustee repeats and realleges each and every allegation contained above as if

set forth at length herein.
26.

Pursuant to N.J.S.A. §§ 25:2-25 and 25:2-27, made applicable hereto by section

544 of the Bankruptcy Code, the Transfers, as detailed herein, constitute fraudulent transfers
which should be avoided.
27.

The Debtor was insolvent at the time, or the Debtor became insolvent as a result

of the Transfers.
28.

Moreover, pursuant to section 544 of the Bankruptcy Code, the Debtor did not

receive reasonably equivalent value in exchange for the Transfers, and the Debtor:

29.

(a)

was insolvent on the date that such transfer was made or such obligation
was incurred, or became insolvent as a result of such transfer or obligation;

(b)

was engaged or was about to engage in a business or a transaction for which
any property remaining with the debtor was an unreasonably small capital;
or

(c)

intended to incur, or believed or reasonably should have believed that the
Debtor would incur, debts beyond the Debtor’s ability to pay them as they
become due. . . .

No exemption or exclusion shall be allowed for any preferences or fraudulent

conveyances made in violation of the “Uniform Fraudulent Transfer Act,” N.J.S.A. 25:2-20, et
seq., or any other state or federal law.
30.

The granting of the Transfers constitutes fraudulent transfers pursuant to N.J.S.A.

§ 25:2-25 and N.J.S.A. § 25:2-27 and may be avoided by the Trustee pursuant to sections 544
and 550 of the Bankruptcy Code for the benefit of the Debtor’s creditors.
WHEREFORE, the Trustee demands judgment against Defendant as follows:
(a)

for an order avoiding the Transfers made to Defendant, pursuant to N.J.S.A.
§ 25:2-25, N.J.S.A. § 25:2-27, N.J.S.A. 25:2-1, and N.J.S.A. § 25:2-31, made
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applicable hereto by section 544 of the Bankruptcy Code, and recoverable
under section 550 of the Bankruptcy Code;

31.

(b)

for damages, together with interest, costs of suit and reasonable attorneys’
fees; and

(c)

for such other and further relief as this Court deems just, proper, and
equitable.

COUNT FIVE
(11 U.S.C. § 548)
The Trustee repeats and realleges each and every allegation contained above as if

fully set forth at length herein.
32.

The Trustee seeks to recover all the Two Year Transfers received by the

Defendant, which are avoidable pursuant to section 548 of the Bankruptcy Code.
33.

The Debtor received less than a reasonably equivalent value in exchange for the

Two Year Transfers, and the Debtor (a) was insolvent on the date that the Two Year Transfers
were made or became insolvent as a result of the Two Year Transfers; or (b) was engaged in
business or a transaction, or was about to engage in business or a transaction, for which any
property remaining with the Debtor was an unreasonably small capital; or (c) intended to incur;
or believed that the Debtor would incur, debts that would be beyond the Debtor’s ability to pay
as such debts matured.
34.

By reason of the foregoing, the Two Year Transfers are avoidable and recoverable

under sections 548(a)(1)(B) and 550 of the Bankruptcy Code.
35.

By reason of the foregoing, the Trustee is entitled (i) to a judgment setting aside

the Two Year Transfers and (ii) to recover the Two Year Transfers plus interest, costs and
attorneys’ fees.
WHEREFORE, the Trustee demands judgment in his favor and against the Defendant,
as follows:
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(a)

determining that the Two Year Transfers are fraudulent pursuant to section
548(a) of the Bankruptcy Code;

(b)

avoiding the Two Year Transfers;

(c)

for damages in an amount equal to the fair market values of the
Two Year Transfers, together with interest and costs of suit;

(d)

ordering the Defendant to turnover to the Trustee within ten (10) days of
the date of judgment an amount equal to the value of the Two Year
Transfers; and

(e)

granting such other relief that this Court deems just, proper, and equitable.
COUNT SIX
(11 U.S.C. § 550)

36.

The Trustee repeats and realleges each of the allegations set forth above as if fully

set forth herein.
37.

Upon information and belief, the Defendant was the initial transferee of the

Transfers, the individual for whose benefit the Transfers were made, and/or the beneficial
transferee thereof.
38.

Pursuant to section 550 of the Bankruptcy Code, the Trustee is entitled to recover

the Transfers from the Defendant, or the fair market value thereof, and the value of the Transfers,
together with pre and post-judgment interest thereon at the maximum legal rate from the date
that the Transfers were made.
WHEREFORE, the Trustee demands judgment in his favor and against the Defendant,
as follows:
(a)

avoiding the Transfers;

(b)

for damages in an amount equal to the value of the Transfers, together
with interest and costs of suit;

(c)

ordering the Defendant to turnover to the Trustee within ten (10) days of
judgment an amount equal to the value of the Transfers; and

(d)

granting such other relief that this Court deems just, proper, and equitable.
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COUNT SEVEN
(Unjust Enrichment)
39.

The Trustee repeats and realleges each and every allegation contained above as if

set forth at length herein.
40.

The Transfers are misappropriated assets of the Debtor and thus the within

bankruptcy estate.
41.

The Defendant has been unjustly enriched by obtaining funds belonging to the

Debtor and thus the within bankruptcy estate without exchange of adequate consideration.
42.

The Debtor transferred assets to the Defendant without any benefit received by

the Debtor in exchange.
43.

It would be unjust and inequitable to allow the Defendant to retain the benefits of

said payments and transfers without reimbursement to the Debtor.
44.

Said unjust enrichment has injured and prejudiced the Debtor’s estate and the

Debtor’s creditors.
45.

It would be unjust and inequitable to allow the assets of the Defendant to remain

beyond the reach of the estate’s creditors.
WHEREFORE, the Trustee prays for judgment against the Defendant as follows:
(a)

for judgment against the Defendant in the amounts of the Transfers
received by said the Defendant from the Debtor set forth on Exhibits
annexed hereto;

(b)

for judgment in the amount of interest at the appropriate legal rate from
the Petition Date through the date of recovery of the Transfers;

(c)

costs and counsel fees; and
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(d)

for granting such other relief that this Court deems just, proper, and
equitable.

McDonnell Crowley, LLC
Counsel for Plaintiff, John M. McDonnell,
Chapter 7 Trustee
By:

/s/ Brian T. Crowley
BRIAN T. CROWLEY

THE LAW OFFICES OF RICHARD J. CORBI PLLC
Special Counsel for John M. McDonnell,
Chapter 7 Trustee
By:

Dated: July 7, 2022
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/s/ Richard J. Corbi
RICHARD J. CORBI

