ORDINANCE N O .2012-380

AN INTERIM ORDINANCE OF THE LOSALTOSCITY COUNCIL
EXTENDING ATEM PORARYMORATORIUM ON THE ESTABLISHM ENT,
EXPANSION ,OR RELOCATION OF PAYDAY LENDING AND CHECK CASH IN G
BUSINESSESWITHIN THE CITY OF LOSALTOSDECLARING THE URGENCY
THEREOF

NOW THEREFORE, the Ciy Council of the C iy of Los A s does herdoy ordain as
folow s:

SECTION 1. FINDINGSAND PURPO SE. In accordance with Califoma G overnm ent C ode
Section 65858, the C ity C ouncil finds and dechres that this O rdiance is dean ed necessary for the
folbw hg reasons:

1. The hability of Jow-hcom e consum ers w ith poor credit history t© obtah certain services
from federally~nsured banks has resulesd I a two-tiered fhancil sarvices hdustrty. M ore
fnancally-sEbl consum ers are generally abke t© use traditional banks, whith charge bw fees for
checking and e bans regubted by the federal govermm ent, whik bwer-ncom e, fnancially~
vuherable conaum ers often have t© rely upon the altemative financil services AFS) hdustry for
the sam e sarvices. Payday Indhg and check cashihg bushesses are part of the growihg AFS

hdustyy'.

2. Payday knding bushesses typially offer an all, 14-day ans forwhich they charge effective
hterest rates upwards of 460% annual percentage e @PR). CalifomB Bw cunently caps
nhdvtualpayday bans at $300, from which a15% fee can be deducted. A sa result, payday Inding
busihesses n Califomi generally charge $45 fora two-wesk $300 ban. A ccording to a 2007 survey
conducted by the Califomia D eparm ent of Corporations, 48% of payday ban bormowers n
Califomi take out payday Joans at Jeast once perm onth. Because payday ban consum ers tend to
engage I cyclical borrow g, research has dam onstrated that the typial borrow er ultn ately pays
$800 fora $300 ban.

3. Check cashing outlkets cash checks fora krge fee, a shnificant percentage of the am ount of
the check, or deposit fimds on t© prepaid debit cards that hcour a pertransaction fee. The fees
w ithdrawn from cashed checks are generally sonificantly higher than the fees thatw ould be charged
by m ost federally~nsured banks.

4. In the face of In i=d sate and federal gishtion restricting payday nding and check
cashing, the grow th of these Industries has bean extram ely rapid. Shce 1997, when payday nding
becam e kgal n Califomi, m ore than 2,000 payday Inding bushesses have been establiched. In
2010, Calibma payday nders jssued $12 m illon 1 bans to 1.6 m illion borowers. The check
cashihg hdustry has experienced sin ibrly rapd growth. A study by the Consum er Federation of
Am erica found that the check cashing hdustry doubkd h size betwesn 1994 and 2000, and again
betwean 2000 and 2005.

5. The proliferation of these busihesses has had sonificant detrin ental effects on the fnancal
stability of Jow =ncom e com m unites throughout C alifomi, and Jow =hcom e neighborhoods 1 the
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sunounding cides. These bushesses operate ain ost exclusively I Iow <-incom e neghborhoods and
prey upon the C iy of Los A Ios’m ost fnancially vuherabk resdents, draw hg them hto a ek of
debt or causihg them t© bse a sponificant share of thelr hcom e to exorbiEnt fees for smpk
finencil transactions.

6. The Los Alos Munktjpal Code, Tik 14, Zonihg, does not adequately regubte the
establishm ent, expansion, or rebcation of payday Inding and check cashihg bushesses w ithh the
CiyofLosA los.

7. In Ipht of the foregoing, the Ciy Council finds that the esablishm ent, expansion, or
rebcation of payday Inding and check cashing bushesses w ithn the C ity of Los A Ios pressats a
aurment and Inm edate threat t public health, safety and welfare. The C iy Council further finds
that a tem porary m oratorim on the esablishm ent, expansion, or rebcation of payday ending and
check cashing bushesses withi the City of Los A Tos is wananted o that the C iy Councilm ay
review and consider possbk an endm ents to the Ciy of Los A los M unicial Code, Tike 14,
Z onig, to address this threat on a perm anentbasis.

SECTION 2.EXTENSION OF MORATORIUM : This O dhance extends the prohbiton
Inposed by O rdhance N o. 2012378 on the esablidm ent, expansion, or rebcation of any payday
Inding business or check cashing bushessw ithn the C iy of Los A Tos.

SECTION 3.COM PLIANCE W ITH THE CALIFORN 1A ENVIRONM EN TAL

QUALITY ACT: The Ciy Council finds that this O rdihance is not subgct to the Califomia
Environm entalQ uality Act CEQ A ) because the activity Isnota profctas defined by Section 15378
of the CEQA guidelnes. The O rdhance has no potential for resulthg i physical change t© the
environm ent either directly or indirectly. Furthemm ore, pursuant t© Section 15060 ) 2) of the
CEQA Gulelnes, the activity w illlnot result 1 a direct or reasonably foresesabl direct physical
change I the environm ent because this O rdhance prevents changes h the environm ent pending
the contem phted review of Los A TosM unicial Code, Titke 14, Z oning, am endm ents goplicabk t©
payday nding and check cashihg bushesses.

SECTION 4.EFFECTIVE PERIOD : This O rdihance & an extension of O dinance N o. 2012-
378, an urgency m easure adopted pursuant to the provisions of G overmm ent C ode section 65858.
This O diance shallbe 1 effect untl the eartier of the follbw g, and shall theraupon be repeald
and ofno further force or effect, unless extended by subsequent enactm ent of the C iy C ouncil:

@) The compktion of the sudy, evaliation, consderation, and lgishtive action to

an end the LosA TosM unicjpalC ode, Titke 14, Z oning, to address payday nding and check cashihg
facilites on a pem anentlbasis.

(id) 90 daysbeyond M ay 25,2012.

SECTION 5.PUBLICATION : The Ciy C¥rk chall cause this O rdhance to be published 1h a
new spaper of general circuation as required by state w .

SECTION 6.SEVERABILITY : If any provision of this O rdihance or the gpplication thereof t©

any person or ciraum stence s held hvald, the ram ainder of the ordhance, hcliding the aoplication
of such part of provision to otherpersons or ciroum stances, shallnotbe affectad thersboy and shall
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contiue 1 full force and effect. To this end, the provisions of this O rdihance are severabk. The
C iy Council herdby dechres that it would have passed each section, subsection, subdivision,
paragraph, sentence, chuse, or phrase hereof Inepective of the fact that any one orm ore sections,
subsections, subdivisibns, paragraphs, sentences, cluses or phrases be held unconstitutional, invald,
orunenforcesble.

PASSED AND ADOPTED by the Ciy Council of the Ciy of Los A Ios, this 8" day of
M ay, 2012, by the folbw hg vote:

AYES: CASAS,FISHPAW ,PACKARD ,SATTERLEE ,CARPENTER
NOES: NONE
ABSENT: NONE
ABSTAIN: NONE

VabreCook Campenter, MAYOR
A test:

Jon M agiot, DEPUTY CITY CLERK

STATE OF CALIFORN IA )
COUNTY OF SANTA CLARA ) CERTIFIED COPY OFORDINANCE
CITY OF LOSALTOS ) SECOND READING /ADO PTION

I,Jon M aghot, D eputy C iy C rk forthe C ity of LosA Tos h sard County of Santa C hra,
and State of C aliformi, do heraboy certify that the attached s a true and conrect copy of O rdinance
N 0.2012380, adopted by the Los A Tos C ity Councilon M ay 8, 2012 by the folow ing vote:

AYES: CASAS,FISHPAW ,PACKARD ,SATTERLEE ,CARPENTER
NOES: NONE
ABSTAIN: NONE
ABSENT: NONE

I hercby further certify that the ordinance was published i accordance w ith G overnm ent

C ode Section 36933 on the follbw ng date: ,2012 . Sad ordnance shallbe effective
Inm edbEly.
D ated this day of ,2012.
Jon M aghot
D eputy C ity C Jerk
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