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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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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.

PRECEDENTIAL VALUE Published New York Appellate Division decision

PARTIES Paul Tartell et al. v. Morton Klein et al.
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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.
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OPINION

PER CURIAM.
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While plaintiffs assert that defendant Morton Klein acted improperly in his role as national
president of Zionist Organization of America (ZOA) and that four members of the board permitted
his improper conduct and protected him from oversight, the complaint contains insufficient
allegations from which to question the independence of the majority of the remaining board
members.

On August 8, 2024, after this action was commenced but before plaintiffs filed their complaint, the
board convened a committee to investigate plaintiffs' July 17, 2024 demand that the board
investigate alleged misconduct. Subsequently, a majority of the board reelected Klein to his
position, thus reaffirming the organization's support for him (<i>see</i> <i>Sanford v Colgate
Univ.</i>, 36 AD3d 1060, 1061-1062 [3d Dept 2007] [The business judgment rule applies where
an independent majority of the board declines to take action against the allegedly interested board
members]).</p> <p>Because the complaint is dismissed under the business judgment rule, it is
unnecessary to reach defendants' arguments regarding plaintiffs' standing and the sufficiency of the
pleadings.</p> <p>The court providently exercised its discretion in denying plaintiffs' motion to
disqualify counsel (<i>see O'Donnell, Fox & Gartner v R-2000 Corp.</i>, 198 AD2d 154, 155
[1st Dept 1993]).

The record on plaintiffs' motion was insufficient to establish a conflict of interest between the
board member defendants and nominal defendant ZOA (<i>see Stilwell Value Partners IV, L.P. v
Cavanaugh</i>, 123 AD3d 641, 641-642 [1st Dept 2014]).

Moreover, ZOA's executive director, who is not a named defendant, provided a written</p>
<p>waiver of any potential conflict arising from joint representation (<i>see Ferolito v
Vultaggio</i>, 99 AD3d 19, 28 [1st Dept 2012]).</p> <p>We have considered plaintiffs'
remaining arguments and find them unavailing. </p><p>THIS CONSTITUTES THE DECISION
AND ORDER OF THE SUPREME COURT, APPELLATE DIVISION, FIRST DEPARTMENT.
</p> <p>ENTERED: April 21, 2026</p> </div> <div> <footer> <div> <p>Court Decisions</p>
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<div> <p>Quick Contact Info</p> <p>17 Lodge Street</p> <p>Albany, NY 12207</p>
<p>Phone: (518) 453-6900</p> </div> </footer> </div> <div> <p>Links to or from other sites do
not signify endorsement or relationship with them.</p> </div> </div>
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unnecessary to reach defendants' arguments regarding plaintiffs' standing and the sufficiency of the
pleadings.</p> <p>The court providently exercised its discretion in denying plaintiffs' motion to
disqualify counsel (<i>see O'Donnell, Fox & Gartner v R-2000 Corp.</i>, 198 AD2d 154, 155
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