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SUMMARY

The document contains Findings and Recommendations in an insurance subrogation action arising
from the alleged theft of cargo by Godfather Express, Inc. The court recommends granting XL
Specialty Insurance Company’s motion for default judgment after finding proper service, sufficient
claims, and no excusable neglect. It recommends an award of $833,204.07 in damages and closure of
the action.
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DISPOSITION other

PROCEDURAL POSTURE Plaintiff moved for default judgment after Defendant failed to answer
or otherwise appear. The magistrate judge issued findings and
recommendations recommending that the motion be granted, damages
of $833,204.07 be awarded, and the action be closed, subject to
objections and review by the assigned district judge.

STANDARD OF REVIEW Default judgment is discretionary under Federal Rule of Civil
Procedure 55(b)(2), with consideration of the Eitel factors: prejudice
to the plaintiff, merits of the substantive claims, sufficiency of the
complaint, amount at stake, possibility of a dispute concerning
material facts, excusable neglect, and the policy favoring decisions on
the merits. Upon default, well-pleaded allegations concerning liability
are accepted as true, but conclusions of law and facts that are not well
pleaded are not admitted.
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QUESTIONS PRESENTED

1. Whether Defendant was properly served so that the court could consider Plaintiff's motion for default
judgment.

2. Whether the Eitel factors favored entry of default judgment.

3. Whether Plaintiff's well-pleaded allegations adequately stated claims for breach of contract, conversion,
violation of California Civil Code section 2194, and bailment.

4. Whether Plaintiff established entitlement to $833,204.07 in principal damages.

HOLDINGS

1. Defendant was properly served under Federal Rule of Civil Procedure 4(h) through substituted service
complying with California law.

2. The Eitel factors favored entry of default judgment against Defendant.

3. The well-pleaded allegations adequately stated claims for breach of contract, conversion, violation of
California Civil Code section 2194, and bailment.

4. Plaintiff established entitlement to $833,204.07 in principal damages, representing the invoice value of
the lost or stolen cargo.

KEY QUOTATIONS

“Upon default, the well-pleaded allegations of a complaint relating to liability are taken as true.” (at 2)

“Notably a “defendant is not held to admit facts that are not well-pleaded or to admit conclusions of law.””
(at 8)

“Cases should be decided upon their merits whenever reasonably possible.” (at 10)

FACTUAL BACKGROUND

XL Specialty insured XPO Logistics and reimbursed XPO for losses involving seven shipments of electronic and
household goods that were allegedly lost or stolen while being transported by Godfather Express. XPO had a
broker/carrier agreement with Defendant, and Plaintiff alleged that Defendant obtained the cargo through a
fraudulent carrier scheme, removed cargo from the shipments, and used fraudulent bills of lading. Plaintiff paid
$833,204.07 in covered losses and sought reimbursement from Defendant, which did not pay.

PROCEDURAL HISTORY



Plaintiff filed this diversity insurance-subrogation action on November 26, 2024. Defendant was served by
substituted service on February 21, 2025, failed to respond, and had its default entered by the Clerk on May 6,
2025. Plaintiff later moved for default judgment, and the court recommended granting the motion and awarding
the documented invoice value of the lost cargo.

DISPOSITION

other

REMAND INSTRUCTIONS

No remand was ordered. The magistrate judge recommended that default judgment be entered, that Plaintiff
receive $833,204.07 in damages, and that the action be closed. The parties were given fourteen days to file
objections under 28 U.S.C. § 636(b)(1).
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