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SUMMARY

The United States District Court for the District of New Mexico denied ADT, LLC's petition to compel
arbitration of Michael Sanchez's claims arising from alleged misconduct by an ADT-affiliated sales
representative. Applying New Mexico law, the court held that the arbitration agreement was invalid
because the service contract gave ADT an unfettered right to modify its terms, making the
consideration illusory. The court deemed Sanchez's motion to invalidate moot and remanded the
claims to state court.
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DISPOSITION remanded

PROCEDURAL POSTURE ADT removed Sanchez's claims against it from New Mexico state
court and petitioned under § 4 of the Federal Arbitration Act to compel
arbitration. The district court denied the petition, found Sanchez's
motion to invalidate the arbitration agreement moot, and remanded the
claims to state court.

STANDARD OF REVIEW A motion to compel arbitration proceeds similarly to a motion for
summary judgment. The movant must initially establish that a valid
arbitration agreement exists; if that showing is made, the burden shifts
to the opposing party to demonstrate a genuine dispute of material fact
regarding validity or enforceability. Factual conflicts are resolved in
favor of the nonmovant, and absent a genuine dispute the court
resolves the issue as a matter of law.

PRECEDENTIAL VALUE Unknown; memorandum opinion and order from a federal district
court
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QUESTIONS PRESENTED

1. Whether ADT established the formation and validity of an enforceable arbitration agreement under the
Federal Arbitration Act and New Mexico law.

2. Whether the arbitration clause was invalid because the service contract gave ADT an unfettered right to
modify the contract, making the consideration illusory.

3. Whether Sanchez's motion to invalidate the arbitration agreement became moot after the court denied
ADT's petition to compel arbitration.

HOLDINGS

1. ADT failed to establish a valid and enforceable arbitration agreement because the service contract's
consideration was illusory.

2. The arbitration clause was illusory and invalid because the service contract gave ADT an unfettered right
to modify the contract without requiring customer approval, notice, or temporal limits tied to the
assertion of a claim.

3. Sanchez's motion to invalidate the arbitration agreement was moot after the court denied ADT's petition
to compel arbitration.

KEY QUOTATIONS

“Applying New Mexico law, the Court finds that the arbitration agreement is invalid because it is supported
by illusory consideration.” (IV)

“In short, the ADT service contract grants ADT the same unfettered right of modification found in the
employment contract from Dumais, and its arbitration clause is therefore illusory and invalid.” (IV)

FACTUAL BACKGROUND

Sanchez purchased an ADT security system from Safe Streets, an authorized ADT dealer, in November 2021 and
signed an Alarm Services Contract containing an arbitration clause. He alleged that Safe Streets sales
representative Randal Brooks repeatedly appeared at his home and, on November 22, 2021, assaulted and
sexually abused him. ADT later purchased the contract from Safe Streets and relied on its arbitration clause after
Sanchez sued ADT and others in New Mexico state court.

PROCEDURAL HISTORY

Sanchez filed suit in the Second Judicial District Court of New Mexico against ADT, Safe Streets USA, and
Randal Brooks. ADT removed the claims against it to federal court and sought to compel arbitration based on an



arbitration clause in a service contract originally signed with Safe Streets. After briefing and additional briefing
authorized by the court, the court denied arbitration because the arbitration agreement was supported by illusory
consideration and remanded the matter to state court.

DISPOSITION

remanded

REMAND INSTRUCTIONS

The Clerk was directed to remand the matter to the Second Judicial District Court, Bernalillo County, New
Mexico.
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