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SUMMARY

The North Carolina Business Court grants defendants’ partial Rule 12(b)(6) motion in an action

involving alleged breaches of an LL.C operating agreement. The court dismisses without prejudice the

plaintiffs’ request to pierce the corporate veil, finding that the complaint’s allegations of domination

and failure to follow the operating agreement were conclusory and insufficient. The court also

dismisses the breach of fiduciary duty claim because the operating agreement expressly waived

fiduciary duties owed by the manager and majority member to minority members.
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Defendants moved under North Carolina Rule of Civil Procedure
12(b)(6) to dismiss Plaintiffs' breach-of-fiduciary-duty claim against
Cameron Chad Clay and their request for the equitable remedy of

piercing C&S Commerce, LLC's corporate veil.

On a Rule 12(b)(6) motion, the court treats well-pleaded factual
allegations as true and views them in the light most favorable to the
nonmoving party. Dismissal is proper when the complaint reveals that
no law supports the claim, facts are insufficient to state a claim, or a
fact necessarily defeats the claim. The court may consider documents
attached to or specifically referenced in the complaint and may reject

allegations contradicted by those documents.
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QUESTIONS PRESENTED

1. Whether the complaint adequately pleaded facts supporting the equitable remedy of piercing C&S

Commerce, LLC's corporate veil.

2. Whether the plaintiffs stated a breach-of-fiduciary-duty claim despite express waivers and releases in the
LLC operating agreement.

3. Whether the operating agreement's fiduciary-duty waivers were invalid as unreasonable,

unconscionable, or contrary to public policy.

HOLDINGS

1. The complaint did not allege sufficient nonconclusory facts showing that C&S was Clay's mere
instrumentality or alter ego, that Clay used control to commit a legally cognizable wrong beyond an
alleged contract breach, or that the required veil-piercing factors were present. The request to pierce the

LLC's veil was therefore dismissed without prejudice.

2. Minority members of a North Carolina LL.C may contractually waive fiduciary duties that might
otherwise be owed by a majority member or manager. Because the C&S operating agreement expressly

waived and released such claims, the plaintiffs failed to state a fiduciary-duty claim.

3. The complaint did not plead facts establishing that the operating agreement's fiduciary-duty waivers
were illegal, against public policy, unreasonable, or unconscionable. The waivers therefore foreclosed

the fiduciary-duty claim.

KEY QUOTATIONS

“Piercing the corporate veil is an equitable remedy that disregards the corporate form “to impose legal
liability for a[n entity’s] obligations, or for torts committed by the [entity], upon some other company or

individual that controls and dominates” it.” (Y 29)

“Rather, “[o]ur Court of Appeals has rejected the argument that a breach of contract, ‘in itself, can amount

to a wrongdoing to meet the second element of the [instrumentality] test.””” (9 38)

“an LLC is primarily a creature of contract” ( 48)



“public policy in North Carolina favors freedom of contract, including the ability for parties to negotiate the

scope of a company’s operating agreement.” (| 60)

FACTUAL BACKGROUND

Julian and Oscar Estevez, Cameron Chad Clay, and Barbara Chambers formed C&S Commerce, LLC to acquire
and continue the business of Warp Development Corporation. Clay owned 70 percent of C&S and served as its
sole manager, while the Estevez plaintiffs collectively owned 20 percent. The operating agreement granted Clay
broad management authority and expressly waived and disclaimed fiduciary-duty claims by minority members
against the manager and majority member. After Clay allegedly attempted to purchase the plaintiffs' interests,
threatened to make their ownership worthless, terminated their employment, and denied access to company

records, the plaintiffs sued and sought fiduciary-duty relief and veil piercing.

PROCEDURAL HISTORY

Plaintiffs filed suit on April 4, 2025, asserting claims for breach of contract, breach of fiduciary duty, unjust
enrichment, and declaratory judgment, and seeking injunctive relief, punitive damages, and veil piercing.
Defendants filed a partial Rule 12(b)(6) motion on June 25, 2025. The Business Court granted the motion,

dismissing the veil-piercing request without prejudice and the fiduciary-duty claim with prejudice.

DISPOSITION

dismissed
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