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SUMMARY

These Findings and Recommendations recommend granting Penn-Star Insurance Company’s
unopposed motion for default judgment against Torres Farm Labor Contractor, Inc. The court
concludes that it has diversity jurisdiction, service was adequate, and the Eitel factors support default
judgment. It recommends declaring that Penn-Star owes no duty to defend or indemnify Torres in the
underlying Kern County action and directing the Clerk to close the case.
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DISPOSITION other

PROCEDURAL POSTURE Plaintiff sought default judgment under Federal Rule of Civil
Procedure 55(b)(2) in an insurance-coverage declaratory-judgment
action. The magistrate judge issued findings and recommendations
recommending that the unopposed motion be granted; the
recommendations were subject to a 14-day objection period and
review by the assigned district judge.

STANDARD OF REVIEW A motion for default judgment under Federal Rule of Civil Procedure
55(b)(2) is committed to the district court's discretion and is evaluated
under the seven Eitel factors. Before entering judgment, the court must
determine that service was adequate, the complaint is well pleaded,
and the requested relief is legally sufficient.
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QUESTIONS PRESENTED

1. Whether service of process on Torres was adequate.

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

3. Whether Penn-Star's well-pleaded allegations established an entitlement to declaratory relief that it owed
Torres no duty to defend or indemnify in the underlying Ramirez action.

4. Whether the requested declaratory relief was legally sufficient under 28 U.S.C. § 2201.

HOLDINGS

1. Service was adequate because Torres's counsel executed and returned a waiver of service, satisfying
Federal Rule of Civil Procedure 4(d)(4).

2. Default judgment was warranted because the Eitel factors favored entry of judgment and Torres
knowingly declined to defend or oppose the motion.

3. Penn-Star was entitled to a declaration that it owed Torres no duty to defend or indemnify it for the
claims asserted in the underlying Ramirez action.

KEY QUOTATIONS

“default judgments are ordinarily disfavored” (at 3)

“Cases should be decided upon their merits whenever reasonably possible.” (at 3)

“The two principal criteria guiding the policy in favor of rendering declaratory judgments are (1) when the
judgment will serve a useful purpose in clarifying and settling the legal relations in issue, and (2) when it will
terminate and afford relief from the uncertainty, insecurity, and controversy giving rise to the proceeding.” (at
8)

FACTUAL BACKGROUND

Penn-Star issued Torres a commercial general liability policy providing coverage for qualifying bodily injury
and property damage, subject to policy exclusions. The underlying action arose from a December 22, 2020,
collision involving a tractor operated by a laborer supplied by Torres to Grimmway Enterprises and a Nissan
Titan driven by Kevin Ramirez; Ramirez and passengers sued in Kern County Superior Court, later adding
Torres as a defendant. Penn-Star initially defended Torres under a reservation of rights, then withdrew and
disclaimed coverage based on the policy's Auto Exclusion. Torres later asserted that the withdrawal was legally
mistaken and that Penn-Star should be liable for more than the policy limits.

PROCEDURAL HISTORY



Penn-Star filed this diversity action seeking declarations that it owed Torres no duty to defend or indemnify it in
an underlying state-court automobile-accident action. Torres waived service, failed to file a responsive pleading,
and had its default entered by the Clerk. Torres later filed a statement of non-opposition to Penn-Star's motion
for default judgment. The magistrate judge recommended entry of default judgment and closure of the case,
subject to district-judge review under 28 U.S.C. § 636(b)(1)(C).

DISPOSITION

other

REMAND INSTRUCTIONS

No remand was ordered. The magistrate judge recommended that the assigned district judge grant the motion,
enter default judgment declaring that Penn-Star owes no duty to defend or indemnify Torres in the underlying
Ramirez action, and direct the Clerk to close the case.
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