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This matter involves the allegation that two of thdividual Defendants—
guarantors of a loan made by the Plaintiff bankg @am anticipation of the
inevitable default on that loan—created Delawargties, as part of a scheme to
fraudulently transfer their assets beyond the reaicithe bank, and that they
effectuated those transfers with the help of thedtimdividual Defendant, who
they enlisted as a fiduciary of the entities ardlitator of the fraudulent transfers.
The Defendants have moved to dismiss the Complali®ging lack of personal
jurisdiction. | find that the facts alleged ardfmient to extend jurisdiction over
the individual Defendants and two lllinois trustdeged to have knowingly
received assets fraudulently passed through thavi2eé entities.

|. FACTS
A. The Loan

The following facts are taken from the Verified Moaint (the
“‘Complaint’).  On July 31, 2009, Plaintiff North&d Community Bank
(“NorthSide”) loaned $1,400,000 to 1550 MP RoadCL{MP Road”) secured by
real estate located at 1550 S. Mount Prospect Hdasl Plaines, lllinois (the “MP
Property”), and personally guaranteed by Defenddvitdthew Friedman and
Heather Friedman, a married coupleAt that time, MP Road leased the MP

Property to Teamster's Local Union 726 (“Local 7g6and used those rent

1 Compl. 11 16-21.



payments to pay principal and interest paymenthemorthSide loah. In August
2009, however, Local 726 liquidated and ceasedngayent payments to MP
Road; as a result, MP Road was unable to makegdagments to NorthSideOn
July 31, 2010, MP Road failed to make a monthlynparyt on the NorthSide loan,
and NorthSide accelerated the I3an.
B. Transfers to Archie Properties, LLC Series Atlgh F

When the Friedmans learned that Local 726 woudsh dee liquidating—and
therefore would not fulfill its obligations undeh& lease—the Friedmans
transferred their assets into several corporatéiemtvith the intent of shielding
those assets from NorthSitleThe Complaint alleges three transfers that do not
involve Delaware entities: a $75,000 transfer iatBright Start College Fund for
the Friedmans’ minor daughter; a $75,000 transiter & Bright Start College Fund
for the Friedmans’ minor son; and a $100,000 temssito a Nationwide Life and
Annuity Insurance Company account in Heather Framminamé.

From November 2009 through March 2010, the Friethrteansferred their

remaining assets into Archie Properties, LLC (“Rmies”), a Delaware LLC with

2|d. at 1 22-25.
31d. at § 25.
41d. at 7 26.
°Id. at § 37.
®|d. at Y 46.



membership interests divided in Series A throudh $pecifically, the Friedmans
made the following transfers:

- 910 South Crescent Land Trust, which held thedfnans’ lllinois

residence, into Series A;

- The Friedmans’ personal property, which was hgldArchie

Ventures LLP, into Series B;

- Approximately $372,282 in cash into Serie$D;

- Matthew Friedman’s membership interest in 6 CRen Lane, LLC

into Series E and

- The Friedmans’ time share property in Utah indoi& F-°
The Friedmans retained a 100% membership intemeSeries A. With respect to
Series B, D, E, and F, the Friedmans transferréd 60the membership interest
into a Delaware limited partnership, Archie Ventutd® (“Ventures LP”), with the
Friedmans retaining a 1% membership interest. Tiedimans appointed Archie
Manager, Inc. (“Manager”’)—a Delaware corporation—aager of Properties.
The Friedmans held all 300 voting shares of stockanager. The Friedmans
appointed yet another Delaware corporation, Arc@Gié, Inc. (“Archie GP”),
general manager of Ventures LP; the FriedmansdieRD0 shares of voting stock

in Archie GP as well! The Friedmans then transferred their 100% pastrier

interest in Ventures LP to the Archie Tenancy by Entirety Trust (the “Archie

"Id. at ¥ 38.

81d. at 7 40.

1d. at 7 41.

191d. at 7 43. Series C was left empty. at 1 42.
1d. at § 44.

121d. at ¥ 45.

131d. at 79 49-50.

141d. at ¥ 56.



Trust”), a trust formed in lllinois. The Friedmagave their two minor children an
approximately 42.6% interest in the Archie Trust ¢neating two additional
lllinois trusts, the Minor A Trust Dated NovemberZ®09 and the Minor B Trust
Dated November 6, 2009 (collectively, the “MinofBtusts”). *> The various
interests created by the Friedmans after guarangdbe 1550 MP Road loan are
represented graphically in Figure I. All the Detae entities were created in
November 2009after the Friedmans became guarantors of the MP Roaddna
July 31, 2009°
C. The lllinois Action and the Corporate Turnover

NorthSide obtained a judgment of $1,367,029 agaims Friedmans on
September 7, 2010 in lllinois state colirt.On September 9, 2011, the lllinois
court ordered the Friedmans to turn over theirredes in the Archie Trust, Archie
GP and Manager to NorthSide. On January 23, 2012, the Friedmans executed
assignments of their Manager and Archie GP stocflificates, representing 300
shares in each corporation. NorthSide then attednpd vote its interests to
replace the directors in those entities, therebgigg control of Properties Series

A through F*? In response, the Friedmans informed NorthSideé shéamily

151d. at § 54.

8p|.’s Br. in Opp’n Ex. B-E.
" Compl. 1 27.

181d. at ¥ 58.

191d. at 71 60-61.



friend—and the sole director of both corporatioa®fOctober 20, 2010—Gregg
Strellis, owned 600 shares of non-voting stockanoheof Manager and Archie GP;
and that those shares converted to 600 sharedinfj\siock upon the companies’
change of control from the Friedmans to NorthSideaccordance with the
following provision in both corporations’ certifitess of incorporation:

Any issued and outstanding shares of the classoainibn B stock

shall automatically convert into issued and outditagn shares of the

class of Common A stock, on the basis that each (Onhessued and

outstanding share of Common B stock shall automlfficonvert into

One (1) issued and outstanding share of Commoroékstipon any

occurrence of the “Matthew A. Friedman and Heatberfriedman

Non-Ownership of Common A Stock Condition” (as suehm is

hereinafter defined
The court-ordered transfer sprang the trap: thedRmans maintain that because
NorthSide thereafter owned only 300 of the totaD %hares of voting stock
outstanding in each corporation, it held a minonitierest and could not remove
Mr. Strellis from the boards.

NorthSide alleges twelve counts entitling it tbae Count | alleges that the
Friedmans fraudulently transferred assets intoighBStart College Fund for their
minor daughter; Count Il alleges that the Friedmaasgdulently transferred assets

into a Bright Start College Fund for their minomsand Count Il alleges that the

Friedmans fraudulently transferred assets into &#oNaide Life and Annuity

201d. at 9 70-71.
211d. at  66.



Insurance Company account. Counts IV through ¥likge that the Friedmans
fraudulently transferred assets into PropertieeSeX, B, D, E, and F. Counts IX
and X allege that the Friedmans and the Minors'st&uraudulently transferred
assets into the Minors’ Trusts by granting thosesi interests in Ventures LP.
Count Xl alleges that the Friedmans and Mr. Sseftaudulently transferred
interests in Manager and Archie GP by granting $trellis the “springing stock
conversion” that diluted NorthSide’s interests liwge corporations. Count XII
seeks a declaratory judgment determining the coiposof the boards of
Manager and Archie GP pursuant t®@&l. C.§ 225, and invalidating the springing
stock conversiof®

1. STANDARD OF REVIEW

The Defendants have moved to dismiss this actraretuRule 12(b)(2) for
lack of personal jurisdiction over Mr. Friedman, MFriedman, Mr. Strellis, and
the Minors’ Trusts. On a motion to dismiss forkaf personal jurisdiction, “the
plaintiff bears the burden of establishing personatisdiction over the

defendant® Where the Court has not held an evidentiary hgarthe plaintiff

°21d. at 1 224.

23 Because this ®el. C.§ 225 claim is in rem, the jurisdictional issuescdissed herein do not
relate to this count. To the extent that the Motim Dismiss applies to this count, it is denied.
4 Newspan, Inc. v. Hearthstone Funding Corp994 WL 198721, at *3 (Del. Ch. May 10,
1994). See also Optimalcare, Inc., v. Hightowd©96 WL 417510, at *2 (Del. Ch. July 17,
1996) (“On a motion to dismiss for lack of persopaisdiction, a plaintiff bears the burden of
persuading the court that it has established adhgpiredicate for jurisdiction.”).
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f2° Proof of

must support allegations of personal jurisdictiathvaffirmative proo
jurisdiction-conferring facts may consist of briefaffidavits, other extrinsic
evidence in the record, and allegations containedl verified complaint where, as
here, those allegations have not been rebuttechlypposing party’s affidavits.

“In evaluating the record, | must draw reasonallferences in favor of the
plaintiff.”?” In considering this Motion, | must determine bethether there is a
statutory basis for jurisdiction, and whether eigdng jurisdiction here would be

consistent with due proce¥s.

1. ANALYSIS

The Defendants have moved to dismiss this actaynldck of personal
jurisdiction over the Friedmans, Mr. Strellis, ahe Minors’ Trusts: In deciding
this Motion, | consider the Plaintiff's Verified @wlaint, the organizational

documents of the Delaware entities at issue, aculidhrepresentations made by

*°1d. at *2.

%0 See Hartsel v. Vanguard Grp., In@011 WL 2421003, at *7 (Del. Ch. June 15, 2011)
(“Specifically, when a motion under Rule 12(b)(&)dresented without an evidentiary hearing,
as it is here, the plaintiff's burden is to pointgufficient evidence in the record to support a
prima facie case that jurisdictional facts exisswpport the two elements it must prove. In doing
so, the court is not limited to the pleadings aad consider affidavits, briefs of the parties, and
the available results of discovery. Still, allagas regarding personal jurisdiction in a complaint
are presumed true, unless contradicted by affidavit .”); Canadian Commercial Workers
Industry Pension Plan v. AldeB006 WL 456786, at *11, n.93 (Del Ch. Feb. 220@0(“Later
decisions of this Court have made clear that anpthican, in fact, make the necessary prima
facie showing using only the facts alleged in tbmplaint.”).

2’ Sample v. Morgar935 A.2d 1046, 1056 (Del. Ch. 2007).

28 Carsanaro v. Bloodhound Technologies,.Ji&& A.3d 618, 635 (Del. Ch. 2013).

29 The Defendants have also moved to stay this adtidavor of litigation in lllinois. That
motion will be addressed separately.



counsel in their briefs and at oral argum®&ntBecause | find that this Court has
personal jurisdiction over Mr. and Mrs. Friedmarrguant to 10Del. C§ 3104
with respect to all claims except Counts I, Il, dihdand has personal jurisdiction
over Strellis and the Minors’ Trusts under the @racy theory of jurisdiction,
that motion is granted in part and denied in part.
1. The Friedmans

Mr. and Mrs. Friedman are residents of lllinoiBhey have never travelled
to Delaware as adults and do not own real proparelaware’ However, the
Plaintiffs argue that this Court may exercise peasojurisdiction over the
Friedmans pursuant to Delaware’s long-arm stafii®el. C8 3104. That statute
reads in relevant part:

(b) The following acts constitute legal presencthinithe State. Any

person who commits any of the acts hereinafter enatad thereby

submits to the jurisdiction of the Delaware courts.

(c) As to a cause of action brought by any persaing from any of

the acts enumerated in this section, a court maycese personal

jurisdiction over any nonresident, or a personpfesentative, who in

person or through an agent:

(1) Transacts any business or performs any charafcteork or
service in the State . .*,

The Plaintiff argues that the Friedmans createdaWate corporate entities

“[kKlnowing that the sole tenant and source of inedior the Mount Prospect Road

%0 See supraote 26.
31 Defs.’ Op. Br. at 6.
3210Del. C. § 3104(b)-(c)(1).



Property, the Local 726, had been placed into eéasstip and would no longer be
making rent payments,” with the purpose of fraudtlietransferring their assets
out of NorthSide’s reaci® Properties, Ventures LP, Archie GP and Manager ar
all entities created in Delaware. The Complaitégds that these entities were
created by the Friedmans as part of a scheme tddlantly transfer the
Friedmans’ assets. Thus, the Plaintiff submitst e acts of (1) forming
Properties in Delaware; (2) with the intent to ftalently transfer assets into
Properties Series A through F; and (3) forming ezs LP in Delaware; (4) with
the intent to fraudulently transfer partnershiperests in Ventures LP into the
Minors’ Trusts; and (5) incorporating Manager anctifde GP in Delaware with
the intent to further the fraudulent scheme arefigent to constitute the
transaction of business in Delaware under the brmgstatute.

This Court has previously determined that “[m]akangorporate filing with
the Secretary of State constitutes the transactidsusiness within Delaware for

purposes of Section 3104(c)(ff.” The Defendants, however, argue that the

%3 Pl.’s Br. in Opp'n at 15.

34 Microsoft Corp. v. Amphus, Inc2013 WL 5899003, at *9 (Del. Ch. Oct. 31, 201{3) is
settled Delaware law that the formation of a Del@vantity constitutes a ‘transaction of
business’ within the meaning of Section 3104(c)(l)the formation is done as part of a
wrongful scheme.”)id. at *10 (finding personal jurisdiction over a defantiwho “proposed the
creation” and “cho[se] to induce” the creation db@laware entity)Carsanarq 65 A.3d at 635;
Matthew v. Flakt Woods Grp. SB6 A.3d 1023, 1027-28 (Del. 2012), reargumeniate(Dec.
21, 2012) (“Filing a certificate of cancellationtlse transaction of business in Delaware within
the meaning of 8 3104(c)(1).”sample v. Morgan935 A.2d 1046, 1057 (Del. Ch. 2007)

1C



Complaint is insufficient in this regard; they pbito language in the Complaint
stating that “[w]ith [Plaintiff's agent] Mr. Stern’s assistance, during the period
between approximately November 2009 and March 2@i®,Friedmans’ assets
were transferred into several series Delawaredinliability companies, known as
Archie Properties, LLC Series A through £."The Defendants then turn to the
Properties certificate of formation and the Manageitificate of incorporation,
which are both signed by Lindsey Markus, and arthae¢ the Plaintiff has not
sufficiently alleged that Ms. Markus (rather thamr.MNbtern) was acting as the
Friedmans' agenf Plaintiff counsel represented at oral argumerat this.
Markus is an attorney at Mr. Stern’s former lawrfif’ | find the allegations of
the Complaint sufficient to make @ima faciecase that Delaware entities were
created on the Friedmans’ behalf by their agemceSthese filings, together with
the transfer of assets into Properties and out eft¥es, constitute business
transactions attributable to the Friedmans undeti®e3104, | find that the facts
averred are sufficient for this Court to exercigesdiction over the Friedmans

with respect to at least some of the Plaintiffaiis.

(holding that where a party prepared and sentt#icate of amendment to be filed in Delaware,
that party “directly transacted business in Delanfar purposes of 8 3104(c)(1)").

% Compl. 1 38.

% Pl's Br. in Opp’n Ex. Ejid. Ex. C. | note that Mr. Friedman signed the VeasutP
Certificate of Limited Partnership and the ArchiP Gertificate of Incorporationld. Ex. D;id.
Ex. B.

37 Oral Arg. Tr. 33:4-8.
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However, the Defendants correctly point out thabider for this Court to
exercise jurisdiction over the specific Counts gdié in the Complaint, those
claims mustarise out ofthe forum transactiongg. the conduct forming the basis
for jurisdiction under the long-arm statdfe. | therefore consider the Counts
separately.

A. Counts I, II, and IlI

Counts [, II, and Il allege fraudulent transferflscash into non-Delaware
entities, namely into college funds and an insuegoalicy. The Plaintiff has not
identified any forum transactions with respecthtese claims. Those transfers did
not “arise out of” the formation of, or the transf& assets into or out of, any
Delaware corporate entities. This Court theret@enot exercise jurisdiction over
the Friedmans with respect to those claims, putdoahe long-arm statute.

B. Counts IV, V, VI, VII, and VI

Counts IV through VIII allege that the Friedmanauiulently transferred
certain assets into Properties Series A, B, DnE,R The forum transactions with
respect to these claims include (1) the formatibrthe Delaware LLC by the

Friedmans’ agent, Ms. Markus, and (2) the transferssets into that LLC. These

3 10Del. C. § 3104(c) (“As to a cause of action brought by parsonarising from any of the
acts enumerateth this section, a court may exercise person@dgliction over any nonresident
....") (emphasis added); Defs.” Reply Br. at 2.

12



Counts clearly arise out of the forum transactibase. Thus, the long-arm statute
confers jurisdiction over these claims.
C. Counts IX and X

Counts IX and X allege that the Friedmans fraudiyemnansferred interests
in Ventures LP into two non-Delaware trusts. Toeifm transactions with respect
to these claims include (1) the creation of thealdalre LP and (2) the transfer of
membership interests in the LP. These two foriamgactions give rise to Counts
IX and X. The Friedmans are therefore subjectitzgliction with respect to these
claims under the long-arm statute.
D. Counts Xl and XIlI

Finally, Counts Xl and XlI allege that the springistock conversions in
Manager and Archie GP granted to Mr. Strellis ctmgtd fraudulent transfers.
The forum transactions with respect to this clamnthe creation of two Delaware
corporations that include in their certificatesraforporation mechanisms whereby
the Friedmans could prevent future creditors fromanigpg control of the
corporations, via a fraudulent transfer of stockSteellis. The claim that those
mechanisms constitute fraudulent transfers ariggsod the creation of those
mechanisms, and therefore this Court also hagdjatisn over these claims under

the long-arm statute.

13



Having found that Section 3104(c)(1) confers jugsdn over the
Freidmans with respect to the Counts noted aboaksol find that exercising such
jurisdiction does not offend due process. Fapendick v. Bosc¢hour Supreme
Court explained that:

[The defendant German corporation] RB came into 8tate of

Delaware to create, under the Delaware Corporatzon a subsidiary
corporation for the purpose of implementing its tcact with B-W

and accomplishing its acquisition of B-W stock. RBlized the

benefits and advantages of Delaware’'s Corporatiamw lfor the

creation of RBNA to be the vehicle for channeling B-W the

purchase money for the B-W stock and for becominggrécipient of
the B-W stock. . . . We conclude that RB’s owngrabfi RBNA stock

was the result of RB’s purposeful activity in Deba® as an integral
component of its total transaction with B-W to whithe plaintiff's

instant cause of action relat&s.

The Court further expounded:

We do not believe that tHaternational Shoéminimum contact” due
process standards were intended to deprive Delawatgts of

jurisdiction by permitting an alien corporationdome into this State
to create a Delaware corporate subsidiary for thepgse of

implementing a contract under the protection of gnusuant to

powers granted by the laws of Delaware, and themelaed to say, in a
suit arising from the very contract which the sdizsly was created to
implement, that the only contact between it andaldakre is the
“mere” ownership of stock of the subsidi&fy.

For similar reasons, | find that due process doas pnevent this Court from
deciding claims involving the formation of, and safquent fraudulent transfer of

assets into and membership interests out of, De&wsorporate entities.

jz Papendick v. Bos¢i#10 A.2d 148, 152 (Del. 1979).
Id.

14



Assuming, as NorthSide has averred, that the Fa®dnctreated four separate
Delaware entities, designing to use those entitesdefraud creditors, the
Friedmans cannot be surprised by being haled inBelaware Court to answer
therefor. As a result, due process is not offenoeany exercise of jurisdiction
here.
2. Strellis

The Plaintiff asserts three bases for exercisgrggnal jurisdiction over Mr.
Strellis: Strellis is subject to jurisdiction ihi$ court under 1@el. C.8§ 3114, the
director consent statute; Strellis is subject tosgliction under @el. C.§ 18-109,
the implied consent statute; or Strellis is subjémt jurisdiction under the
conspiracy theory of jurisdiction. Because | fitidit this Court has jurisdiction
over Mr. Strellis under the conspiracy theory afgdiction, | need not determine
whether the other bases asserted by the Plairsiffdvalso be sufficierit:

The conspiracy theory of jurisdiction is a basis &sserting jurisdiction
under the due process clad$eAs articulated iristituto Bancario Italiano SpA v.

Hunter Engineering Co., Incthe conspiracy theory of jurisdiction holds that:

“l See In re Mobilactive Media, LL2013 WL 297950, at *28 (Del. Ch. Jan. 25, 2013)
(explaining that “[tjo establish personal jurisdtct over [the defendant], however, [the plaintiff]
need only succeed on one of these theories,” aalyzang only “[tihe most compelling of the
five theories” asserted).

2 See Istituto Bancario Italiano SpA v. Hunter Engg., Inc, 449 A.2d 210, 225 (Del. 1982)
(“We believe a strict test, modeled after the ams=d in cases which have previously recognized
the conspiracy theory of jurisdiction, withstandsedorocess scrutiny. . . . Thus, a defendant
who has so voluntarily participated in a conspirain knowledge of its acts in or effects in the

15



[A] conspirator who is absent from the forum stetesubject to the

jurisdiction of the court, assuming he is propesgrved under state
law, if the plaintiff can make a factual showin@th(1) a conspiracy
to defraud existed; (2) the defendant was a mewibiat conspiracy;

(3) a substantial act or substantial effect in Herance of the

conspiracy occurred in the forum state; (4) theedééant knew or had
reason to know of the act in the forum state ot #wds outside the
forum state would have an effect in the forum statel (5) the act in,

or effect on, the forum state was a direct andsieeable result of the
conduct in furtherance of the conspirdty.

At the outset, | reject the Defendants’ contenttbat “[Northside] makes no
allegations as to a conspiracy, and provides nmlaaft or other material to
support that Mr. Strellis conspired, agreed or my avay knew or voluntarily
participated in a conspiracy to defradd.”When assessing the first twstituto

Bancario factors, the Court focuses on the substance mhstéahe form of the
plaintiff's allegations,” and *“allegations suppoigi a conspiracy theory of

jurisdiction need not be framed as civil conspirdoythe Complaint® an

forum state can be said to have purposefully addilenself of the privilege of conducting
%ctivities in the forum state, thereby fairly inwiog the benefits and burdens of its laws.”).

Id.
* Defs.’ Reply Br. at 7.
> Matthew v. LaudamieP012 WL 605589, at *7 (Del. Ch. Feb. 21, 2013pe also Carsanaro
v. Bloodhound Technologies, Inc65 A.3d 618, 635 (Del. Ch. 2013) (finding peralon
jurisdiction over defendants under the conspird®oty of jurisdiction, where the plaintiff had
not alleged counts for civil conspiracy or aidingdaabetting breach of fiduciary duty, but the
complaint alleged facts indicating that there wagplan to secure the vast bulk of [the nominal
defendant company’s] value by issuing preferredksto their funds on unfairly advantageous
terms”); Benihana of Tokyo, Inc. v. Benihana, |ni2005 WL 583828, at *7 (Del. Ch. Feb. 4,
2005) (finding that plaintiffs had satisfactoriljepd facts to indicate that a conspiracy had
occurred, despite alleging an aiding and abettlagncrather than a civil conspiracy claim in the
complaint, and stating that “whether termed ‘aidamgl abetting’ or ‘conspiracy,’ [the plaintiff]
has, at the very least, sufficiently pled the eletaeof civil conspiracy to support use of the
conspiracy theory of personal jurisdiction”).

16



alternative rule would involve “mere hair-splittirapd [would] contravene[] the
equitable principle of looking to the substancéheatthan to the form?® Here,
while the Plaintiff does not state a count for ey based on civil conspiracy in
its Complaint, it sufficiently alleges facts to gpt an inference that the elements
of conspiracy are satisfiéd. The Complaint states that “the Friedmans have
engaged in a massive scheme to transfer theirsasdeta labyrinthine group of

entities;*® “

[tlhe sole purpose of the stock conversion prawvis in the
Corporations’ Certificates of Incorporation was defeat any turnover order
entered by a court having jurisdiction over thee#8mans, by reducing the
creditor’'s control of the Corporations without aognsideration being given or
other action taken on their paff’and the springing stock conversion granted to
Mr. Strellis “was made without receiving reasonabtyuivalent value from Mr.
Strellis for the transfer . . .°¥ Thus, the essence of the Plaintiff's claim i¢ the

Friedmans and Strellis conspired to shield thedrn@ns’ assets from NorthSide,

by means of a fraudulent transfer of a controllingerest in the two Delaware

“6 Benihana of Tokyo, Inc2005 WL 583828, at *7.

7 See idat *7, n.33 (“The elements of civil conspiracy:afE) A confederation or combination
of two or more persons; (2) An unlawful act donefuntherance of the conspiracy; and (3)
Actual damages.”). Here, the Plaintiff has allegb@t more than two individuals—the
Friedmans and Strellis—engaged in activity to ferthunlawful behavior—the fraudulent
transfer of the Friedmans’ assets out of the redcheditors.

*8 Compl. T 2.

21d. 1 72.

01d. 1 227.

17



entities from the Friedmans to a corporate fidygitrellis™ The first two
elements of the theory articulated above—the eaxt&teof a conspiracy and
defendants’ participation therein—are thereforéesfat. Likewise, it is clear that
the fourth and fifth elements—that Strellis hadsm@ato know that the entities
were incorporated in Delaware, and that those aftsncorporation were
foreseeable acts in furtherance of the conspiracg-abso satisfied, since Strellis
not only received non-voting shares in the entitsspart of the scheme, but
became a director of the Delaware corporatiotiemselves® Strellis was
therefore on notice that Delaware courts might @sgerjurisdiction over him with
respect to claims involving these entities.

In addition, | have already determined above thasubstantial act in
furtherance of the conspiracy—with respect to tberiis asserted against Strellis,
the incorporation of two corporations—occurred ial&vare, and that such acts
served as adequate bases to assert jurisdiction tbeeFriedmans. As noted
above, those corporations included the springingckstprovision in their

certificates of incorporation, which form the bafis the claims asserted against

°1 The Plaintiff asserts that “Mr. Strellis’ partieigon in the conspiracy is further demonstrated
by his failure to maintain the Corporations’ chestevidencing the individual defendants’ intent
to use the Delaware entities and the law of thageSio shield their assets from NorthSide.” Pl.’s
Br. in Opp’n at 22. Because | find that other $aalieged in the Complaint are sufficient to infer
that a conspiracy was committed, | need not dewitkether this argument has merit.

>2 Compl. { 70.

18



Strellis. All five elements of the conspiracy theof jurisdiction as articulated in
Istituto Bancario Italiancare therefore satisfied here.

Finally, our Supreme Court made clearMatthew v. Flakt Woods Group
SAthat even where the requirements of due processnat, the Court must first
determine whether a conspirator-defendant is stibpgeersonal jurisdiction under
Delaware’s long-arm statute before jurisdictionaelies® However, where
“alleged co-conspirators transact[] business inaldare,” they are “subject to
personal jurisdiction under the long arm statdfe.Such is the case for Strellis
here, as | determined above that the FriedmanslliSt& alleged co-conspirators,
transacted business in Delaware sufficient to fjustly exercise of jurisdiction
under the long-arm statute. It was the intenthef legislature that the long-arm
statute be construed broadly so as to ensurehtbataurts of this state be granted
jurisdiction to the limit provided by due procéasl| therefore find that this Court
has personal jurisdiction over Mr. Strellis undethb the Delaware long-arm

statute and under due process.

>3 Matthew v. Flakt Woods Grp. SB6 A.3d 1023, 1027 (Del. 2012).

>*1d. at 1028.

*> SeeSummit Investors II, L.P. v. Sechrist Indus., 18602 WL 31260989, at *4, n.12 (Del. Ch.
Sept. 20, 2002) (“Delaware courts have held thatti@® 3104(c) confers jurisdiction to the
maximum extent permitted by law.”).
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3. The Minors’ Trusts

Finally, the Plaintiff argues that this Court hasgonal jurisdiction over the
Minors’ Trusts. In Counts IX and X, the Plaintifleges that the Friedmans
fraudulently transferred, and the Minors’ Trustsa ¥he sole trustee, Strellis,
knowingly received, interests in Ventures LP, adwelre limited partnership.

The Minors’ Trusts were formed in lllinois and dheerefore not Delaware
entities. However, the Plaintiff argues that tQisurt has jurisdiction over the
Minors’ Trusts under the conspiracy theory of jditsion, suggesting that “[ijn his
capacity as trustee, Mr. Strellis accepted trassbérthe Friedmans’ assets . . . to
the Minor Trusts both prior tand afterissuance of the [September 9, 2011 lllinois
court order requiring the Friedmans to turn ovesirthnterests in the Delaware
entities to NorthSide]” and that “[t]he jurisdictieconferring act of forming the
various Delaware entities . . . by the Friedmans loa attributed to the Minor
Trusts and Mr. Strellis, as trustee and co-conpira°

As noted above, a non-resident co-conspirator a@ses business in
Delaware pursuant to the long-arm statute wherealksged co-conspirators
transacted business in DelawareBecause the Friedmans transacted business in

Delaware when they formed Ventures LP and when theysferred partnership

0P| 's Br. in Opp'n at 23.

®" See Hercules Inc. v. Leu Trust and Banking (Bahjts, 611 A.2d 476, 481 (Del. 1992)
(holding that a co-conspirator acts as an agenpt@mposes of jurisdiction under Iel. C 8§
3104).
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interests out of that LP into the Trusts, such aets be attributed to the Minors’
Trusts as co-conspirators.

In addition, there is a sufficient showing thae thactors articulated in
Istituto Bancario Italiano SpAave been satisfied such that application of the
conspiracy theory of jurisdiction will not offencdue process here. As explained
above, a conspiracy to defraud has been adequatelyed. The line of cases
applying the conspiracy theory of jurisdiction torgorate entities does not
distinguish between conspiratorial acts—or knowkedfsuch acts—by managers
of the entity and by the entity itsef® Accordingly, the Minors’ Trusts, via
Strellis, the sole trustee of those trusts, paditEd in the conspiracy by accepting
and maintaining assets of the Friedmans for thpgaa of hiding those assets from
creditors. Two forum acts—creation of Ventures BR¢ transfer of partnership
interests from that LP—occurred in Delaware, and $trellis, sole trustee of the
transferees, knew or had reason to know that sctshoacurred in Delaware. And

finally, such acts were more than a direct and seeable result of the

8 See Microsoft Corp. v. Amphus, In2013 WL 5899003, at *14 (Del. Ch. Oct. 31, 2013)
(“Because Fung managed and controlled PRP, evagytmnown to Fung was known to PRP.”);
id. at *14, n.65 (citingn re HealthSouth Corp. S’holders Litjd345 A.2d 1096, 1108 n.22 (Del.
Ch. 2003) for the “general rule that knowledge oflieector or officer is imputed to the
corporation”); Matthew v. Flakt Woods Grp. SB6 A.3d 1023, 1028 (Del. 2012) (attributing
knowledge of conspiratorial acts to a corporatiself); Hercules Inc. 611 A.2d at 484 (finding
that a banking corporation “had reason to know #ués$ outside Delaware would have an effect
in Delaware”);Dubroff v. Wren Holdings, LLC2011 WL 5137175, at *14 (Del. Ch. Oct. 28,
2011) (attributing an individual defendant’s knodde of conspiratorial acts to an LLC, who
together constituted a control group).

21



conspiracy—the creation of the LP, transfer ofitiiterests by the Friedmans, and
acceptance of the interests by the Minors’ Truftsm the gravamen of the
conspiracy itself. | therefore find that | may esise jurisdiction over the Minors’
Trusts. However, if the Plaintiff is to proceedthviclaims against the Minors’
Trusts, the beneficiaries of those Trusts musepeasented in this litigation.

V. CONCLUSION

As explained above, I find that this Court hasspaal jurisdiction over the
Friedmans pursuant to IDel. C. 8§ 3104 with respect to Counts IV, V, VI, VII,
VI, IX, X, XI, and XIl. Counts I, Il, and Il ae dismissed for lack of personal
jurisdiction over the Friedmans with respect tosth@ounts. Further, | find that,
under the conspiracy theory of jurisdiction, thisu@ also has personal jurisdiction
over Mr. Strellis with respect to Counts Xl and X&ind over the Minors’ Trusts
with respect to Counts IX and X. The Defendantgtigh to Dismiss for Lack of
Personal Jurisdiction is therefore granted in pad denied in part. The parties
should provide a suitable order to effectuate tiismorandum Opinion, and
should make the Court aware of the status of tiogain lllinois with regard to the

Defendants’ outstanding stay request.
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Figure I.
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