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STATE OF NEW MEXICO
THIRTEENTH JUDICIAL DISTRICT
COUNTY OF VALENCIA

SOCORRO ELECTRIC COOPERATIVE, INC.,

Plaintiff,
V.
CHARLENE WEST, et al., No. D1314-CV-2010-0849
Judge: Mitchell
Defendants,
And

CHARLES WAGNER, individually and
on behalf of those similarly situated, et al.,
Cross Claim Plaintiff,

v.
SOCORRO ELECTRIC COOPERATIVE, INC.,

et al.,
Cross Claim Defendants.

MOTION TO DISMISS CLAIMS FOR LACK OF SUBJECT MATTER JURISDICTION
UNDER NEW MEXICO RURAL ELECTRIC COOPERATIVE ACT

Cross Claim Defendants Socorro Electric Cooperative, Inc. et a/, by and through their
counsel of record, Kennedy & Han, P.C., hereby bring this, Cross Claim Defendants’ Motion to
Dismiss Claims for Lack of Subject Matter Jurisdiction Under the New Mexico Rural Electric
Cooperative Act." As is discussed in detail below, the Cross Claim in the current matter violates

the express pleading requirements established by the New Mexico Rural Electric Cooperative

! The current Motion is being filed concurrently with a Motion to Dismiss based on Lack of Standing, a Motion to
Dismiss based on Failure to Properly Plead under Rule 1-009(b), a Motion to Dismiss for Failure to Join an
Indispensible Party, and a Motion for Partial Summary Judgment as to Claims Based on Denial of Voting Rights. The
Defendants hereby incorporate all statements of fact and arguments of law contained in these various Motions as
if fully set forth herein.



Act (hereinafter “RECA”) which must be satistied in order to vest subject matter jurisdiction in
this Court and to overcome the immunity from suit established by RECA.

In addition to dismissing the Cross Claim in its entirety, Cross Claim Defendants request
that the Court award reasonable attorney’s fees incurred during the litigation of this matter, as

allowed by under RECA, §62-1 5—9(H),2 In support of this Motion, Defendants state as follows:

L Introduction.

On or about August 24, 2010, Plaintiff filed an unverified Cross Claim and Request for
Class Action Certification in the current matter. The Cross Claim is brought against the Socorro
Electric Cooperative, Inc. (hereinafter “Cooperative™) as an independent corporation, and against
fourteen individuals. Thirteen of these individuals are current or past Trustees of the
Cooperative, and one individual is a past generalemanager of the Cooperative.

Focusing strictly on the unverified Cross Claim, the pleading contains, in total, sixteen
“counts,” each brought separately against each of the fifteen Defendants, creating a total of 240
separate claims which must now be litigated before this Court.” None of these claims are plead
with particularity. A review of the unverified Cross Claim in its entirety reveals that the pleading
contains no particular factual pleadings upon which any claim could be made. Apart from
recitations of portions of RECA, the Cooperative’s Bylaws, and properly filed IRS documents,
the Cross Claim contains only general allegations and speculation as to hypothetical wrong-
doing by the Defendants. Several fundamental accusations are brought on the basis of

“information and belief,” with no factual support or information. See, eg, Cross Claim, at 38.

’ For purposes of simplicity and ease of reading, Cross Claim Defendants are referred to throughout this Motion as
“Defendants.” Cross Claim Plaintiff is similarly referred to only as “Plaintiff”’.

® Defendants recognize that at least two of the “counts” (ie, Counts 1 and 16) presented by Plaintiff contains no
language indicating an actual cause of action. This fact, however, only adds to the confusion surrounding this Cross
Claim.



These deficiencies in the Cross Claim are in direct violation of the explicit pleadings
provisions of RECA.* Because Plaintiff Wagner has failed to meet the basic pleadings
requirements needed to invest this Court with subject matter jurisdiction in the current suit, each
of the claims contained in Plaintiff’s 16 “counts” should be dismissed based on the immunity
from suit the New Mexico legislature has chosen to provide for of rural electric cooperatives and

their trustees.

11. Standard of Review.

Defendants have brought the current Motion as a motion to dismiss under Rule 1-012(c),
NMRA 2011. However, the issue addressed in the Motion focuses on the Court’s lack of subject
matter jurisdiction, which is typically addressed under Rule 1-012(B)(1). The distinction
between motions brought under these two separate Rules is simply one of timing. Motions under
Rule 1-012(c) for judgment on the pleadings are properly brought after the close of the
pleadings. The standard of review remains the same in both situations. The Court is required to
test the legal sufficiency of the plaintiff’s claims, and not the factual allegations contained in the
complaint, to determine if subject matter jurisdiction exists. Healthsource, Inc. v. X-Ray Assoc.
of New Mexico, 2005-NMCA-097, §16. If, based on this analysis, the Court determines at any
time during the litigation that it lacks subject matter jurisdiction, then the Court “shall dismiss

the action.” See, Rule 1-012(H)(3), NMRA 2011.

* As is asserted in the various Motions filed concurrently with the instant Motion, Defendants argue that these
pleading deficiencies are also in violation of of the Business Corporations Act, of New Mexico’s Rules of Civil
Procedure 1-009(b) and 1-023.1, and of the common law pleading requirements established by the business
judgment rule.



Where entities or individuals are immune from suit, New Mexico courts lack subject
matter jurisdiction to consider the suit. See, eg., Martinez v. Pojoague Gaming, Inc., 2011-

NMCA-103,

III.  Statements and Arguments of Law.

A. Jurisdictional Pleading Requirements of the Rural Electric Cooperative Act.

The Rural Electric Cooperative Act, §62-15-1, et al., NMSA 1978, establishes specific
requirements for the litigation of suits against electric cooperatives and their trustees. At §62-15-
9(H), RECA clearly states that “no action shall be brought against a trustee as such or against the
cooperative” unless three specific pleading requirements are satisfied. (Emphasis added.) These
pleading requirements are:

1) That the plaintiff was a member of record of the cooperative at the time of the
transaction complained of;,

2) That the complaint must be verified; and,

3) That the complaint must allege with particularity the pre-litigation actions taken
by the plaintiff to obtain the actions the plaintiff desires from the trustees, and the
reasons for the plaintift’s failure to obtain action or for not making the effort.

RECA, §62-15-9(H), NMSA 1978.

i Immunity from Suit.
As stated above, the plain language of §62-15-9(H) provides that “no action shall be
brought” unless and until certain explicit pleadings requirements are satisfied. Such language

provides for more than a mere affirmative defense as to liability. The language of the subsection



establishes baseline requirements that must be satisfied before the Court can exercise jurisdiction
in suits brought against a rural electric cooperative and/or its trustees. Where the pleading
requirements are not satisfied, the Court lacks subject matter jurisdiction to consider the suit, and
the cooperative and the trustees remain immune from suit.

Long established case law in New Mexico demonstrates that the legislature uses the “no
action shall be brought” language when it intends to provide immunity from suit for certain
classes of potential defendants. See, eg. Galvan v. City of Albugquerque, 87 NM 235, 236, 531
P.2d 1208, 1209 (N.M. 1975) (discussing sovereign immunity). For decades, courts around the
United States have made this same determination, repeatedly holding that the use of the phrase
“no action shall be brought” indicates a legislative intent to grant of immunity from suit to the
particular class of defendants at issue. A sample of such cases includes: Plummer v. Donald M.
Drake Co., 212 Or. 430, 320 P.2d 245 (Or. 1958) (establishing employer immunity from suit in
workers compensation matter); Barnecut v. Seattle School Dist. No. 1, 63 Wash. 905, 389 P.2d
904 (Wash. 1964) (discussing special immunity from tort liability for schools), Geeriz v.
Ausonio, 4 Cal. App.4™ 1363 (Cal. App.6™ Dist. 1992) (discussing contractors’ immunity from
suit for construction defect claims), Sampaio v. Inter-American Develo'pmem Bank, ---
F.Supp.2d----, 2011 WL 3835662 (D.D.C. 2011) (discussing immunity from suit for
international organizations). In each of these cases, immunity from suit was predicated on
statutory language which established that “no action shall be brought” by certain individuals or
without certain procedural safeguards.

The distinction between immunity from suit and a mere defense as to liability is critical
in a matter of this nature. Immunity from suit allows for the swift, early dismissal of claims

“without the costs of trial or the burdens of broad-reaching discovery.” See, Mitchell v. Forsyth,



472 U.S. 511, 526, 105 S.Ct. 2806, 2815 (1985) (discussing immunity from suit based on
qualified immunity doctrine). These same concerns apply in the context of a rural electric
cooperative, which is bound to operate in the best interests of its members. The presumption of
immunity, combined with the explicit pleading requirements established in §62-15-9(H), ensures
that potential disputes between the cooperative and the membership are first addressed by and
through the normal operating procedures of the cooperative itself. This process provides the
particular cooperative and its members with an opportunity to minimize litigation costs and
escape the burdens of expansive discovery. Minimizing these costs necessarily lowers the overall
cost of electricity for the individual members, By providing immunity from suit unless and until
certain requirements have been met, the RECA also furthers the well established New Mexico
public policy in favor of amicable settlement of claims without litigation. See, Ratzlaff v. Seven—
Bar Flying Serv., Inc., 98 N.M. 159, 646 P.2d 586)(Ct.App.), cert. denied, 98 N.M. 336, 648
P.2d 794 (1982).

As to the relevant procedures which could be used to resolve the current dispute without
resort to the Courts, these are established by the RECA and by the Bylaws of the relevant
cooperative. Most simply, as a member of the Socorro Electric Cooperative’s Board of Trustees,
Plaintiff Wagner could bring his concerns directly before the Board. If the Board, for whatever
reason, did not act on or resolve Plaintiff Wagner’s concerns, then the RECA specifically allows
for actions to be taken on initiative by the members, and without the approval of the Board of
Trustees, by and through a petition process. See, RECA, §62-15-17, NMSA 2011, (Initiative by
members). Use of the petition process requires the Board to act on and give effect to “any
proposition embodied in a petition signed by not less that 10% of all members of the

cooperative.” /d.



ii. Pleading Deficiencies in Cross Claim in Violation of RECA.

In the current matter, a review of the Cross Claim reveals that #one of the statutory
requirements established by §62-15-9(H) are satisfied. At 99, Plaintiff Wagner states that he will
be fairly and adequately able to protect the interests of the proposed class, but he does not state
that he was a member of record of the cooperative at the time of the transaction complained of,
nor does he state with any particularity what time frame he is addressing.

Furthermore, Plaintiff Wagner affirmatively states to the Court that there are no conflicts
between him and the class he seeks to represent. This is incorrect. As is more formally and
explicitly discussed by the separate Motion to Dismiss for Failure to Join an Indispensible Party
(filed concurrently with the instant Motion), Plaintiff Wagner is, and has been for approximately
the past 6 years, a Trustee for the Socorro Electric Cooperative. As such, he has operated under
the same rules and procedures discussed throughout his Cross Claim. While the Defendants have
denied, and hereby continue to deny, any and all allegations of wrongdoing contained in the
Cross Claim, it is self-evident that Mr. Wagner, as a Trustee of the Cooperative, has received
compensation and health care coverage, has received per diem payments, and has made trips
under the same re-imbursement policies as the other named Defendant/Trustees. Plaintiff
Wagner owes the same duties and obligations to the Cooperative and to the membership as do all
other Trustees. While pleading these matters is not required by RECA, the failure to present the
Court with the basic, highly relevant information as to Wagner’s status as a trustee informs goes
directly to the third element of the analysis: actions made by the Plaintiff to obtain action from

the Board.






