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SUMMARY

The United States District Court for the Northern District of Texas denied plaintiffs' motion to remand
an action alleging contract, fraud, and related claims arising from a senior credit agreement. The court
held that it had jurisdiction under the Edge Act, 12 U.S.C. § 632, because the agreement involved a
foreign lender and banking or financial operations.

CASE DETAILS
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JURISDICTION Texas
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DISPOSITION remanded

PROCEDURAL POSTURE Plaintiffs moved to remand a state-law action after JPMorgan Chase
removed it to federal court under the Edge Act, 12 U.S.C. § 632.

STANDARD OF REVIEW The removing party bears the burden of establishing federal
jurisdiction; doubts and ambiguities concerning removal are resolved
against removal and in favor of remand.

PRECEDENTIAL VALUE Published federal district court memorandum order; persuasive
authority within the Northern District of Texas and the Fifth Circuit,
but not binding circuit precedent.

PARTIES Highland Crusader Offshore Partners, L.P., Highland Credit Strategies
Funds, Highland Distressed Opportunities, Inc., Highland Floating
Rate Advantage Fund, Restoration Opportunities Funds, Highland
Credit Opportunities Fund CDO, L.P., Highland Funds I, Highland
Capital Management, L.P. v. Lifecare Holdings, Inc., LCI Holdco,
LLC, JPMorgan Chase Bank, N.A.
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PRACTICE AREAS

federal jurisdiction removal and remand commercial lending contract litigation

QUESTIONS PRESENTED

1. Whether the Credit Agreement constituted a foreign or international transaction for purposes of federal
jurisdiction under the Edge Act.

2. Whether the Credit Agreement involved banking transactions or other financial operations within the
meaning of 12 U.S.C. § 632.

3. Whether the state-law contractual and related claims had to themselves involve significant foreign
banking issues to support Edge Act jurisdiction.

HOLDINGS

1. A credit agreement among American borrowers, an American bank, and multiple lenders, including a
Bermudan limited partnership, constituted an international transaction for purposes of 12 U.S.C. § 632.

2. The loans made under the Credit Agreement constituted traditional banking activities and therefore
satisfied the banking or financial-operations requirement of the Edge Act.

3. Section 632 does not require the claims themselves to involve significant foreign banking issues; it
requires that the lawsuit arise out of a transaction involving international or foreign banking or other
financial operations.

KEY QUOTATIONS

“The Court DENIES the Motion to Remand for the reasons that follow.” (627 F. Supp. 2d at 730)

“Section 632 does not require that the claims themselves have a foreign character; it only requires that the
lawsuit "arise out of" transactions with a foreign aspect.”

“Based on the plain language of the statute and the authorities cited above, the Court concludes that it
unlikely that the Edge Act requires that the lawsuit itself (as opposed to the underlying transaction) have a
significant relationship with banking issues.”

FACTUAL BACKGROUND

The parties entered into a $255 million senior credit facility documented by a Credit Agreement among LifeCare
and LCI as borrowers, JPMorgan as administrative and collateral agent and lender, and multiple lender plaintiffs.
One plaintiff lender, Highland Crusader, was a Bermudan limited partnership with its principal place of business
in Bermuda. After the Highland Funds declined to consent to a proposed second amendment, plaintiffs alleged
that defendants secretly offered enhanced amendment fees to other lenders while excluding the Highland Funds.

PROCEDURAL HISTORY



Plaintiffs filed the action in the 191st Judicial District Court of Dallas County, Texas, asserting breach of
contract, breach of the duty of good faith and fair dealing, fraud, negligent misrepresentation, aiding and abetting
fraud, and conspiracy to commit fraud. JPMorgan filed a notice of removal on January 22, 2008, with the
consent of the other defendants, invoking 12 U.S.C. § 632. The federal district court denied plaintiffs' motion to
remand, concluding that the action arose from an international transaction involving banking or financial
operations.
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