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IN THE CIRCUIT COURT FOR 3
MONTGOMERY COUNTY, ALABAMA o

GLORIA HARRIS, individually
and on behalf of similarty sttuated
Alabama residsts as defined beretn,

Plaintifhs,

v. CASE NO. CV-58-3422

MONTGOMERY CATALOG SALES,;
ALABAMA CATALOG SALES and
CASH T0 GO, INC, tudividually

and on behalf of simarty situsted
Alabamas indtvidush and/or catities

as defined herdn,

¢ 6 & ¢ 2 % % % % & % ¢ & ¢ ¥ O

Defendant.

ITCd 12 &

ORDER

This lawsnit challenges the logality of the Defendants’ prictices cemmanly refeaad to 86
“bayday lending”. The Planiff contands that these transactions are illegal bocause the; result in
{nterost rates chat ﬁohte of the Alabama Small Loan Aot and becsuse the Dofondants were nol
properly lisensed to make such loans. The three named Defmdants cash sock 1o tvoid 1he court's
connidaration of this matter by compelling arbitration.

Azcording to the Plaintlff, Defendants charged Plaintiff an interost cite thgr ves far in
exceqs of the mulmum rado allowed under the Alabams Small Loan Act. § S-18-15(a). Diefendants

have refused to comply with the Srpall Loan Ast by becoming properly licensed o lend mavey;
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thercore, the Plaintiff alloges that Defendams are making illegs! payday loans. § 3-18-2(e)(4), (3).

mad (€).

In Defendants Motians to Compe! Asbitralion, Defendants arguo that Plalntlff signed an
ashitrstion agreemant as a part of the loan tramsaction subjecting -a‘ll her :iu'm:n in arditralion.
However, Phi;nlﬂ centends that Defendsats are unlawfully engaged in the business of leading

becaise Defendanty lack the roquivite licorme apd ety and al] lonn contrests entend inta e vaid

and \menforceghls. § $-18-4(d). In Alkied Bruca Terminix Inc, v Dobson, 115 5. Cr. 834 (1999),

the United States Supreme Court noted that the Federal Arbiration Act gives viitas & means w

protect their consurners ageinst unfeir arbitration sgresments by allowing matos to setain the powes
to regulete @mu. The Conrt held: “‘States may regulate contracte, including acbitration clauses,
undsr general contrect law principles and they may invalidate an abitration clause ‘upon such

_ grounds as exist &t law or m equity for the revocation of any centract.” 3 US.C § 2 (emphans
added)." Id. ot 843,

m reviewed the parties submissions and following orul argument with regard 1o the
Deftndant’s Motion 1o Compel Arbitration, it is the opivion of thin Court thal subsiantinl evidence
bas been presented that the contracts in question are illegsl.  Therefore, without addressing G
merits of this case, it {s also the opinion of tis Court that there exists substantin; svidence from
which this Court cemcludes #at the erbitration sgroememts signed by Plaintffh are vold under

gooeral principles of cootract law. This fact is bast articulated in Southem Metal Treating Co. v-

Goodaer, 271 Als. 510 at 516 (Ala. 1960), whore the court stated:

[Blut an ect under the pelice power, dasigned to regulate the
" husimess, to protect the public against frand mnd imposition,
requiring a liccnse a8 evidence of qualification and fimess, ant
prohibiting eny act of businass under proalty, unless such license in
first obtmined, does remdex such contmcts illegnl, vold, anc
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wenforeeable in actiong for the recovery of compeasation and he)
bike.
Whether the contracts we {llegal and thereftwe void ig the dispositive issue {n this case and
the present order id not to be considered as an adjudication op the mc;t;s. li:wever, the pladeti ¥ o
substential owing af illegality of the eamtrant In quertion is a proper oactractual defanse to
+ compulaiog of arbitrtion and this Court's action whonld not be onsidersd w treut the agroement to
abitute differedly from othar conwuet chumes,  Acconlingly, based on generyl principles of

contract [aw, the Defmdarits’ motions to compe! mrbitrabon are DENIED.
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CIRCUIT JUDGP,

cc:  Jossph R. Xewnp
Poter S. Fruin
David G. Crockett
Georgs L. Beck, Jr,
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