UNITED STATES DISTRICT COURT FOR THE EASTERN DISTRICT OF NEW
YORK

American European Insurance Co. v. Congregation Horei Besomim
Stree and David Geldzahler

No. 23-CV-2443 (RER) (LKE) (E.D.N.Y. Dec. 16, 2025) - No. 23-CV-2443 (RER) (LKE) - Decided December
16, 2025

SUMMARY

This Report and Recommendation addresses Plaintiff American European Insurance Co.’s motion for
default judgment in a declaratory-judgment action concerning its duty to defend or indemnify
defendants in an underlying personal-injury lawsuit. The court concluded that service, jurisdiction,
venue, and default requirements were satisfied, but the allegations did not establish coverage exclusion
based on employee status. The court did find that the insurer established grounds relating to the

Congregation’s alleged failure to cooperate, and it recommended granting the motion.

CASE DETAILS

COURT United States District Court for the Eastern District of New York
WRITING FOR THE COURT Lara K. Eshkenazi

JURISDICTION United States District Court for the Eastern District of New York
DECIDED December 16, 2025

DOCKET 23-CV-2443 (RER) (LKE)

DISPOSITION other

PROCEDURAL POSTURE Plaintiff moved for default judgment in a declaratory-judgment action

seeking a declaration that it had no duty to defend or indemnify
defendants in an underlying personal-injury action. The magistrate
judge issued a report and recommendation recommending that the

motion be granted.

STANDARD OF REVIEW On a motion for default judgment, well-pleaded factual allegations
concerning liability are accepted as true, but the court must determine
whether those allegations establish liability as a matter of law. Entry of
default judgment is discretionary and is evaluated with reference to

willfulness, the existence of a meritorious defense, and prejudice.

PRECEDENTIAL VALUE nonprecedential
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QUESTIONS PRESENTED

1. Whether the court had subject matter jurisdiction based on complete diversity and an amount in
controversy exceeding $75,000.

2. Whether service of process on Geldzahler and the Congregation was sufficient to establish personal
jurisdiction.
3. Whether venue was proper in the Eastern District of New York.

4. Whether defendants' defaults warranted entry of default judgment.

5. Whether the employee-liability exclusion established that AEIC had no duty to defend or indemnify

defendants.

6. Whether the Congregation's failure to cooperate with AEIC's investigation constituted a material breach

supporting denial of coverage.

7. Whether an actual controversy existed and the claim for declaratory relief was ripe.

HOLDINGS

1. The court had subject matter jurisdiction under 28 U.S.C. § 1332 because AEIC and defendants were

citizens of different states and the potential insurance obligations exceeded $75,000.
2. Service was sufficient to establish personal jurisdiction over both defendants.

3. Entry of default judgment was permissible because defendants willfully failed to appear, their failure to
appear prevented assessment of a meritorious defense, and AEIC would be prejudiced without relief.

4. AEIC did not establish liability under the employee-liability exclusion because the allegations did not
show that Geldzahler was injured while performing duties related to his employment or duties as a
member of the clergy.

5. The Congregation's failure to cooperate with AEIC's coverage investigation warranted denial of

coverage.

6. AEIC's request for a declaration concerning its duty to defend or indemnify was ripe because an
underlying action was pending and there was a practical likelihood that AEIC's obligations would

become material.

KEY QUOTATIONS



“To avoid the duty to defend, an insurer ‘must demonstrate that the allegations of an underlying complaint
place that pleading solely and entirely within the exclusions of the policy and that the allegations are subject
to no other interpretation.’” (Section IV.A)

“For an insurance carrier to “deny insurance coverage based upon lack of cooperation, an insurance carrier
must demonstrate (1) that it acted diligently in seeking to bring about the insured’s cooperation, (2) that the
efforts employed by the carrier were reasonably calculated to obtain the insured’s cooperation, and (3) that

the attitude of the insured... was one of willful and avowed obstruction.”” (Section I'V.B)

FACTUAL BACKGROUND

American European Insurance Co. issued a commercial general liability policy to Congregation Horei Besomim
Stree for premises in Brooklyn. David Geldzahler, a rabbi who lived on the premises, was injured after falling
through recently replaced flooring and later sued the Congregation in Kings County Supreme Court. AEIC
initially assigned defense counsel but later denied coverage, asserting an employee-liability exclusion and lack
of cooperation after the Congregation failed to provide information or permit a site investigation. Defendants did

not appear in the federal declaratory-judgment action.

PROCEDURAL HISTORY

American European Insurance Co. filed the action on March 30, 2023. Defendants were served but failed to
answer or otherwise appear, and the Clerk entered their default on July 13, 2023. Plaintiff then moved for default
judgment, and District Judge Ramén E. Reyes, Jr. referred the motion to Magistrate Judge Lara K. Eshkenazi for
a report and recommendation. The recommendation advised entry of declaratory judgment in plaintiff's favor,

subject to the parties' right to object within fourteen days.
DISPOSITION

other

REMAND INSTRUCTIONS

No remand was ordered. The report recommends that the district court enter judgment declaring that AEIC has
no duty to defend or indemnify the Congregation or Geldzahler in the underlying action. Parties may file specific

written objections within fourteen days of service.
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