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SUMMARY

The Supreme Court of North Carolina held that North Carolina courts could exercise specific personal
jurisdiction over Grax Consulting LLC, a South Carolina company, in an action involving its conduct
as a partner of Beem USA Limited-Liability Limited Partnership. The court concluded that Grax
purposefully established substantial contacts with North Carolina through business meetings, banking
activities, and communications related to Beem, and that the plaintiffs’ claims arose from or related to
those contacts. The court reversed the Business Court’s orders denying default judgment and
remanded for further proceedings.
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PROCEDURAL POSTURE Plaintiffs appealed pursuant to N.C.G.S. § 7A-27(a)(2) from Business
Court orders denying their motion for default judgment and motion for
reconsideration concerning whether Grax Consulting LLC was subject
to personal jurisdiction in North Carolina.

STANDARD OF REVIEW The appeal concerned whether the record established sufficient
minimum contacts to support the exercise of personal jurisdiction over
the nonresident defendant. The Supreme Court reviewed the Business
Court's jurisdictional determination and applied the two-step North
Carolina long-arm-statute and federal due-process analysis.
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QUESTIONS PRESENTED

1. Whether North Carolina's long-arm statute authorized the exercise of personal jurisdiction over Grax
Consulting LLC.

2. Whether Grax's contacts with North Carolina constituted sufficient minimum contacts for the exercise of
specific personal jurisdiction consistent with the Due Process Clause of the Fourteenth Amendment.

3. Whether the Business Court erred by treating only contacts occurring after Grax's removal as relevant to
the specific-jurisdiction analysis.

HOLDINGS

1. Grax's contacts with North Carolina were sufficient to satisfy North Carolina's long-arm statute because
the statute reaches the full jurisdictional power permissible under federal due process.

2. North Carolina courts could constitutionally exercise specific personal jurisdiction over Grax because
Grax purposefully established numerous contacts with North Carolina relating to its partnership
relationship with Beem, and plaintiffs' claims arose out of or related to those contacts.

3. The Business Court erred by requiring an excessively strict temporal connection between Grax's North
Carolina contacts and the particular misconduct alleged after Grax's removal as general partner.

KEY QUOTATIONS

“As a result, plaintiffs’ claims alleging breach of the partnership agreement and breach of fiduciary duty
“arise out of” or, at the very least, “relate to” Grax’s contacts with North Carolina such that the doctrine of
specific jurisdiction applies here.” (at 15)

“Our holding today that personal jurisdiction exists in this case pursuant to the doctrine of specific
jurisdiction is faithful to the United States Supreme Court’s characterization of specific jurisdiction as being
based on “case-linked” contacts.” (at 16)

FACTUAL BACKGROUND

Grax Consulting LLC, a South Carolina limited liability company, partnered with North Carolina resident
Stephen Stark to form Beem USA, a Nevada limited-liability limited partnership. Grax's representative traveled
to North Carolina to open Beem's bank account and met with Stark and Beem's banker in North Carolina on
multiple occasions. Grax also regularly communicated with Stark in North Carolina and mailed him partnership
records and correspondence. After Grax was removed as general partner, plaintiffs alleged that it continued
acting for Beem, withheld business records, and engaged in conduct giving rise to breach-of-contract and
breach-of-fiduciary-duty claims.



PROCEDURAL HISTORY

Plaintiffs sued Grax for breach of contract and breach of fiduciary duty and sought injunctive relief. After
service of process and Grax's failure to respond, default was entered. The Business Court denied plaintiffs'
motion for default judgment, concluding that plaintiffs had not established personal jurisdiction, and later denied
reconsideration after plaintiffs submitted sworn affidavits and additional contact information. The Supreme
Court of North Carolina reversed and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The case was remanded to the Business Court for further proceedings consistent with the opinion.
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