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SUMMARY

The United States Magistrate Judge recommends denying Southwind Risk Retention Group’s motion
for default judgment and dismissing its declaratory-judgment complaint without prejudice for lack of
subject-matter jurisdiction. The recommendation concludes that Southwind failed to establish that the
amount in controversy exceeds $75,000 because the underlying demand was not persuasive, the
potential defense costs were not shown, and the indemnity issue was unripe while the underlying state-
court action remained pending. The recommendation also advises terminating other pending motions
and closing the case.
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DISPOSITION dismissed

PROCEDURAL POSTURE Plaintiff moved under Federal Rule of Civil Procedure 55(b) for
default judgment in an insurance-coverage declaratory-judgment
action. The magistrate judge issued a report and recommendation
recommending denial of default judgment and dismissal without
prejudice for lack of subject matter jurisdiction.

STANDARD OF REVIEW A federal court has an independent obligation to determine whether
subject matter jurisdiction exists, even without a party's challenge. On
a default-judgment motion, the complaint must contain sufficient well-
pleaded factual matter to state a plausible claim and must invoke
jurisdiction over the claims and parties.



PRECEDENTIAL VALUE nonprecedential

TOPICS

default judgment subject matter jurisdiction declaratory judgment duty to defend duty to indemnify

PRACTICE AREAS

civil procedure insurance commercial litigation declaratory relief insurance duty to defend

duty to indemnify default judgment

QUESTIONS PRESENTED

1. Whether Southwind established that the amount in controversy exceeded $75,000 for diversity
jurisdiction.

2. Whether the pre-suit settlement demand and insurance policy limit adequately established the value of
the declaratory action.

3. Whether Southwind's claim concerning the duty to indemnify was ripe while the underlying state-court
action remained pending.

4. Whether default judgment was appropriate when the complaint failed to establish subject matter
jurisdiction.

HOLDINGS

1. Southwind failed to establish that the value of the declaratory action exceeded $75,000, exclusive of
interest and costs; the policy limit and conclusory allegations were insufficient.

2. The pre-suit demand letter did not establish the amount in controversy because its non-economic
damages demand lacked a factual basis and was merely puffery.

3. Southwind's claim for a declaration concerning its duty to indemnify was unripe because the insured had
not been held liable in the underlying state-court action.

KEY QUOTATIONS

“A federal court must “determine whether subject-matter jurisdiction exists, even in the absence of a
challenge from any party.”” (Section II.A)

“Accordingly, the settlement demand is nothing more than mere puffery.” (Section II.B)

“In other words, an unripe claim has no value, and an insurer cannot rely on an unripe claim to establish an
amount in controversy.” (Section II.C)

FACTUAL BACKGROUND

Southwind issued a commercial automobile insurance policy to Sod of Central Florida covering specified
vehicles and scheduled drivers. Robert Adams, an unscheduled driver, was involved in a March 22, 2024



automobile accident while driving a Peterbilt owned by Sod; Dmytro Hryhorash later sued Sod and Adams in
Florida state court. Southwind sought declarations that it had no duty to defend or indemnify, but supplied no
reliable evidence of the potential defense costs and relied on a pre-suit demand letter containing largely
unsupported non-economic damages calculations. The state-court action remained pending and had not resulted
in an adverse judgment.

PROCEDURAL HISTORY

Southwind filed a declaratory action concerning its duties to defend and indemnify arising from an automobile
accident. After the defendants failed to timely appear or defend, the Clerk entered defaults, and Southwind
moved for default judgment. The magistrate judge denied an earlier amended motion without prejudice for
failure to adequately establish the amount in controversy, permitted another amended motion, and then
recommended denial of the second amended motion and dismissal because Southwind still failed to establish
diversity jurisdiction.

DISPOSITION

dismissed

REMAND INSTRUCTIONS

The recommendation was to deny the second amended motion for default judgment, dismiss the complaint
without prejudice for lack of subject matter jurisdiction, terminate all other pending motions, and close the case.
The district judge was to consider the report and recommendation subject to the parties' fourteen-day objection
period.
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