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SUMMARY

The South Carolina Supreme Court reviewed a dispute involving minority ownership interests in three
restaurant corporations and the alleged amalgamation of those corporations into a single business
enterprise. The court formally recognized South Carolina's single-business-enterprise theory, requiring
evidence beyond intertwined operations, including bad faith, abuse, fraud, wrongdoing, or resulting
injustice. It reversed in part, vacated in part, and affirmed as modified in part the lower courts' rulings

concerning amalgamation, ownership interests, distributions, valuation, and shareholder oppression.
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QUESTIONS PRESENTED

1.

Whether South Carolina law governed the alleged amalgamation or single-business-enterprise theory

despite two corporations being incorporated in North Carolina.

. Whether the evidence supported treating the three corporations as a single business enterprise or

amalgamated entity.

. Whether Pertuis proved entitlement to a 7.2% ownership interest in Front Roe.

. Whether Pertuis was entitled to shareholder distributions attributable to the North Carolina corporations

and Front Roe.

. Whether the court could consider the remaining issues concerning the North Carolina corporations under

the internal-affairs doctrine.

HOLDINGS

1.

South Carolina law governs the evaluation of whether the three corporations operated as a single

business enterprise; the internal-affairs doctrine does not bar review of that threshold issue.

. South Carolina formally recognizes a single-business-enterprise theory, but treating multiple

corporations as one enterprise requires more than intertwined operations; the party seeking the remedy
must prove bad faith, abuse, fraud, wrongdoing, or injustice resulting from the blurring of the entities'

legal distinctions.

. The trial court erred by treating Lake Point, Beachfront, and Front Roe as a single business enterprise.

. Pertuis proved only a 1% ownership interest in Front Roe and was not entitled to the trial court's

equitable award of a 7.2% interest.

. Pertuis was entitled to unpaid distributions from Front Roe, but the award had to be reduced from

$99,117 to $14,142 to exclude amounts attributable to the North Carolina corporations.

. The internal-affairs doctrine precluded consideration of the remaining issues concerning Lake Point and

Beachfront, and the court vacated the judgment to the extent it made findings concerning those

corporations.

KEY QUOTATIONS

“Combining multiple corporate entities into a single business enterprise requires further evidence of bad
faith, abuse, fraud, wrongdoing, or injustice resulting from the blurring of the entities' legal distinctions.”
(ILA.2)

“The party seeking to pierce the corporate veil has the burden of proving that the doctrine should be
applied.” (11.A.2)

“Pertuis failed to meet his burden of proving the existence of an oral agreement as to all the material terms of

the contract—specifically including the required profit margin bench mark, which is perhaps the most



material term.” (11.B)

FACTUAL BACKGROUND

The Hammonds formed three restaurant corporations—two North Carolina corporations and one South Carolina
corporation—and hired Pertuis as a manager, granting him minority ownership interests under vesting
arrangements. Pertuis ultimately held 10% interests in the two North Carolina corporations and a disputed
interest in Front Roe, the South Carolina corporation; Front Roe's tax returns reflected a 1% interest. After the
parties separated and failed to agree on a buyout, Pertuis sued, claiming he was an oppressed minority
shareholder entitled to a forced buyout, a greater ownership interest, and unpaid distributions. The trial court
treated the three corporations as a single enterprise and awarded Pertuis a 7.2% interest in Front Roe, $99,117 in

distributions, and a buyout of his shares.

PROCEDURAL HISTORY

The circuit court found that Lake Point, Beachfront, and Front Roe operated as a de facto partnership or single
business enterprise, awarded Pertuis ownership interests in the corporations, awarded $99,117 in unpaid
distributions, found him to be an oppressed minority shareholder, valued the corporations, and ordered a buyout
of his shares. The court of appeals affirmed. The Supreme Court of South Carolina granted certiorari, reversed
the amalgamation and 7.2% Front Roe ownership findings, vacated the judgment as to the two North Carolina
corporations, and affirmed the distribution award as modified and the remaining judgment under Rule 220,
SCACR.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The judgment was reversed as to amalgamation, the purported de facto partnership, and the 7.2% Front Roe
ownership interest; vacated to the extent it made findings concerning Beachfront and Lake Point; and affirmed
as modified to award $14,142 in Front Roe distributions and to affirm the balance of the court of appeals'
judgment under Rule 220, SCACR.
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