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SUMMARY

The Appellate Division, First Department unanimously affirmed orders denying plaintiffs' motion to
disqualify defense counsel and granting defendants' motion to dismiss. The court held that the business
judgment rule barred the claims against the Zionist Organization of America and found insufficient

evidence of a conflict of interest warranting counsel's disqualification.
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DISPOSITION affirmed

PROCEDURAL POSTURE Plaintiffs appealed from an order denying their motion to disqualify
defense counsel and from a subsequent order granting defendants'

motion to dismiss the complaint.

STANDARD OF REVIEW The denial of the motion to disqualify counsel was reviewed for abuse
of discretion; the motion-to-dismiss ruling was reviewed under the

applicable business-judgment-rule and pleading standards.
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QUESTIONS PRESENTED
1. Whether the complaint was subject to dismissal under the business judgment rule.

2. Whether plaintiffs established grounds to disqualify defense counsel based on a conflict of interest in the

joint representation of the board-member defendants and ZOA.

HOLDINGS

1. Dismissal under the business judgment rule was proper because the complaint did not sufficiently allege
facts calling into question the independence of a majority of the remaining board members, and the

board's investigation and subsequent reelection of Klein reaffirmed its organizational support for him.

2. The denial of plaintiffs' motion to disqualify defense counsel was proper because the record was
insufficient to establish a conflict of interest between the board-member defendants and ZOA, and
ZOA's executive director provided a written waiver of any potential conflict arising from joint

representation.
KEY QUOTATIONS
“The business judgment rule applies where an independent majority of the board declines to take action

against the allegedly interested board members” (*1)

FACTUAL BACKGROUND

Plaintiffs alleged that Morton Klein acted improperly as national president of the Zionist Organization of

America and that four board members permitted or protected his alleged misconduct. Plaintiffs made a July 17,
2024 demand that the board investigate the alleged misconduct. After the action was commenced but before the
complaint was filed, the board convened an investigative committee, and a majority of the board later reelected
Klein. Plaintiffs also sought disqualification of defense counsel based on an alleged conflict between the board-

member defendants and the nominal defendant, ZOA.

PROCEDURAL HISTORY

Supreme Court, New York County, denied plaintiffs' motion to disqualify defense counsel in an order entered on
or about November 20, 2024. The same court later granted defendants' motion to dismiss the complaint in an

order entered May 5, 2025. The Appellate Division, First Department, unanimously affirmed both orders.

DISPOSITION

affirmed
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