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CLAIMANT: 
CLAIM 10: 

This is a BEL Claim asserted by--Alabama business. The Claims 
Administrator twice ruled the claim was ~er Section 2.2.4.1 of the Settlement 
Agreement. Claimant appeals. 

Section 2.2.4.1 of the Settlement Agreement provides: 

"Financial Institutions as identified in the NAICS codes listed on 
Exhibit 18, which include, by way of example, commercial banks; 
savings institutions; credit card issuers; credit insurers; factors or 
other sales finance entities; financial or investment advisers or 
portfolio managers; fund managers; investment banking entities; 
lending institutions; real estate mortgage or lending entities; 
brokers or dealers of securities; commodities; commodity 
contracts or loans; securities or commodities exchanges; entitles 
serving as custodians; fiduciaries or trustees of securities or other 
financial assets; or entities engaged in other financial transaction 
intermediation, processing, reserve or clearinghouse activities, 
provided, that the following shall not be excluded sole ly pursuant 
to this Section 2.2.4.1 unless they are subject to a different 
exclusion: stand-alone ATMs, cred it unions, pawn shops, 
businesses engaged predominantly in making payday loans or 
paycheck advances and businesses that sell goods and services 
and offer financing on these purchases to the ir customers." 

Claimant's tax returns and its claim form list the NAICS Code as 522291 . That code is 
for Consumer Lending described as follows: 

''This U.S. industry comprises establishments primarily engaged in 
making unsecured cash loans to consumers. 

Consumer finance companies (i.e., unsecured cash loans) 
Consumer lending 
Finance companies (i.e., unsecured cash loans) 
Loan companies (i.e., consumer, personal, small, student) 
Personal cred it institutions (i.e., unsecured cash loans) 
Personal finance companies (i.e., unsecured cash loans) 
Small loan companies (i.e., unsecured cash loans) 
Student load companies." 

Claimant, through counsel, describes itself as a licensed pawn shop which derives its 
revenue primarily from "title pawns" and payday loans/check cashing. The NAICS Code for 
pawn shops is 522298. Further, the Settlement Agreement does not exclude pawn shops or 
payday loans companies. The Claims Administrator ruled that Claimant does not meet the 
requirements for any of the exceptions to the financial institution exclusion listed in Section 
2.2.4.1 or Exhibit 18. 

The great majority of Claimant's monthly revenue comes from "title pawns". Beginning 
in 2009, the Bureau of Loans of the Alabama State Banking Department annually issued a 
Pawnshop License to Claimant. 
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In Floyd v. Title Exchange and Pawn of Anniston, Inc., 620 So. 2d 576, the Alabama 
Supreme Court described a title pawn business as follows: 

''Title Exchange's business operation can be typically described 
as follows: The customer goes to Title Exchange, and if the 
parties can agree, the customer endorses his or her automobile 
certificate of title in blank and delivers it and the keys to the 
automobile to Title Exchange for an amount of money not 
exceeding &750,00, the customer agreeing to repay the amount 
with in a period not exceeding 12 weeks. The customer is 
permitted to keep actual possession of the automobile during the 
period, and most customers do keep the automobile. The 
customer incurs no extra charge for being allowed to keep the 
automobile. No fees are charged other than those allowed by law 
to be charged for a pawn transaction, and Title Exchange has no 
right of action against the customer for any money lent other than 
its right to sell the automobile, as permitted by a repossession 
agreement and a pawn ticket that the customer signs. If a 
customer defaults on the agreement and Title Exchange is unable 
to collect the amount due, Title Exchange repossesses the 
automobile and sells it." 

In the Floyd case, the head of the bureau of Loans of the Alabama State Banking 
Department notified Title Exchange that title pawns violated the Alabama Pawnshop Act 
because an automobile certificate of title was not "tang ible personal property" as defined by the 
Act. He determined that a title pawn business should be regulated under the terms of the 
Alabama Small Loan Act and not the Pawnshop Act. In Floyd. the Alabama Supreme Court 
held that title pawn businesses are covered under the Pawnshop Act and not the Small Loan 
Act. Hence, the Claimant is requ ired to acquire a Pawnshop License. 

In a subsequent title pawn case, Blackmon v. Downey, 624 So. 2d 1374, the Alabama 
Supreme Court referenced Title Exchange stating: 

[1] In Title Exchange, we held that an automobile certificate of 
title is tang ible personal property" within the meaning of the 
Alabama Pawnshop Act. FN

2 The effect of the decision was to hold 
that money-lending transactions involving the transfer of 
automobile certificates of title for the purpose of giving security 
are "pawn" transactions and not "small loan" transactions 
governed by the provisions of Alabama's Small Loan Act, /d. at 
578. We set out the relevant difference in the regu lation of the 
two types of transactions, as follows: "The Small Loan Act permits 
an interest rate of either two or three percent per month, 
depending on the amount of the unpaid balance,§ 5-18-15 (a), 
whereas the Pawnshop Act permits a charge of 25% of the 
principal amount per month.§ 5-19A-7(a)." /d. a 578, n. 4. 
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BP asserts that "title pawns" are not actually pawns but are actually title loans and a title 
loan business would be excluded under the Settlement Agreement. To summarize, BP's 
argument is basically "if it wa lks like duck and quacks like a duck and flies like a duck, it's a 
duck!" Under usual circumstances, this Panelist would readily agree with BP's analogy. 
However, The Supreme Court of Alabama has ruled it is not a duck - it's a pawnshop. 

Per the terms of the Settlement Agreement this claim should not have been excluded. 


