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O RD IN AN CE N O . 2012-380

 

AN  IN TERIM  O RD IN AN CE O F TH E LO S ALTO S CITY CO U N CIL 

EXTEN D IN G A TEM PO RARY M O RATO RIU M  O N  TH E ESTABLISH M EN T, 

EXPAN SIO N , O R RELO CATIO N  O F PAYD AY LEN D IN G AN D  CH ECK CASH IN G 

BU SIN ESSES W ITH IN  TH E CITY O F LO S ALTO S D ECLARIN G TH E U RGEN CY 

TH EREO F

 

 

N O W  TH EREFO RE, the City Council of the City of Los Altos does hereby ordain as 

follows: 

 

SECTIO N  1. FIN D IN GS AN D  PU RPO SE.  In accordance with California G overnm ent Code 

section 65858, the City Council finds and declares that this O rdinance is deem ed necessary for the 

following reasons:

 

1. The inability of low-incom e consum ers with poor credit history to obtain certain services

from federally-insured banks has resulted in a two-tiered financial services industry.  M ore 

financially-stable consum ers are generally able to use traditional banks, which charge low fees for 

checking and issue loans regulated by the federal governm ent, while lower-incom e, financially- 

vulnerable consum ers often have to rely upon the alternative financial services (AFS) industry for 

the sam e services.  Payday lending and check cashing businesses are part of the growing AFS 

industry.

 

2. Payday lending businesses typically offer sm all, 14-day loans for which they charge effective

interest rates upwards of 460%  annual percentage rate (APR).  California law currently caps 

individual payday loans at $300, from which a 15%  fee can be deducted.  As a result, payday lending 

businesses in California generally charge $45 for a two-week $300 loan.  According to a 2007 survey 

conducted by the California D epartm ent of Corporations, 48%  of payday loan borrowers in 

California take out payday loans at least once per m onth.  Because payday loan consum ers tend to 

engage in cyclical borrowing, research has dem onstrated that the typical borrower ultim ately pays 

$800 for a $300 loan.

 

3. Check cashing outlets cash checks for a large fee, a significant percentage of the am ount of

the check, or deposit funds on to prepaid debit cards that incur a per-transaction fee.  The fees 

withdrawn from cashed checks are generally significantly higher than the fees that would be charged 

by m ost federally-insured banks.

 

4. In the face of lim ited state and federal legislation restricting payday lending and check

cashing, the growth of these industries has been extrem ely rapid.  Since 1997, when payday lending 

becam e legal in California, m ore than 2,000 payday lending businesses have been established.  In 

2010, California payday lenders issued $12 m illion in loans to 1.6 m illion borrowers.  The check 

cashing industry has experienced sim ilarly rapid growth.  A study by the Consum er Federation of 

Am erica found that the check cashing industry doubled in size between 1994 and 2000, and again 

between 2000 and 2005.

 

5. The proliferation of these businesses has had significant detrim ental effects on the financial

stability of low-incom e com m unities throughout California, and low-incom e neighborhoods in the
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surrounding cities.  These businesses operate alm ost exclusively in low-incom e neighborhoods and 

prey upon the City of Los Altos’ m ost financially vulnerable residents, drawing them into a cycle of 

debt or causing them to lose a significant share of their incom e to exorbitant fees for sim ple 

financial transactions.

 

6. The Los Altos M unicipal Code, Title 14, Zoning, does not adequately regulate the

establishm ent, expansion, or relocation of payday lending and check cashing businesses within the 

City of Los Altos.

 

7. In light of the foregoing, the City Council finds that the establishm ent, expansion, or

relocation of payday lending and check cashing businesses within the City of Los Altos presents a 

current and im m ediate threat to public health, safety and welfare.  The City Council further finds 

that a tem porary m oratorium on the establishm ent, expansion, or relocation of payday lending and 

check cashing businesses within the City of Los Altos is warranted so that the City Council m ay 

review and consider possible am endm ents to the City of Los Altos M unicipal Code, Title 14, 

Zoning, to address this threat on a perm anent basis.

 

SECTIO N 2. EXTEN SIO N  O F M O RATO RIU M : This O rdinance extends the prohibition

im posed by O rdinance N o. 2012-378 on the establishm ent, expansion, or relocation of any payday

lending business or check cashing business within the City of Los Altos.

 

SECTIO N  3. CO M PLIAN CE W ITH TH E CALIFO RN IA EN VIRO N M EN TAL

Q U ALITY ACT: The City Council finds that this O rdinance is not subject to the California 

Environm ental Q uality Act (CEQ A) because the activity is not a project as defined by Section 15378 

of the CEQ A guidelines.  The O rdinance has no potential for resulting in physical change to the

environm ent either directly or indirectly.  Furtherm ore, pursuant to Section 15060(c)(2) of the 

CEQ A G uidelines, the activity will not result in a direct or reasonably foreseeable indirect physical 

change in the environm ent because this O rdinance prevents changes in the environm ent pending 

the contem plated review of Los Altos M unicipal Code, Title 14, Zoning, am endm ents applicable to 

payday lending and check cashing businesses.

 

SECTIO N  4. EFFECTIVE PERIO D : This O rdinance is an extension of O rdinance N o. 2012- 

378, an urgency m easure adopted pursuant to the provisions of G overnm ent Code section 65858.  

This O rdinance shall be in effect until the earlier of the following, and shall thereupon be repealed 

and of no further force or effect, unless extended by subsequent enactm ent of the City Council:

 

(i) The com pletion of the study, evaluation, consideration, and legislative action to

am end the Los Altos M unicipal Code, Title 14, Zoning, to address payday lending and check cashing 

facilities on a perm anent basis.

 

(ii) 90 days beyond M ay 25, 2012.

 

SECTIO N  5. PU BLICATIO N : The City Clerk shall cause this O rdinance to be published in a 

newspaper of general circulation as required by state law.

 

SECTIO N  6. SEVERABILITY: If any provision of this O rdinance or the application thereof to 

any person or circum stance is held invalid, the rem ainder of the ordinance, including the application 

of such part of provision to other persons or circum stances, shall not be affected thereby and shall
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continue in full force and effect.  To this end, the provisions of this O rdinance are severable.  The 

City Council hereby declares that it would have passed each section, subsection, subdivision, 

paragraph, sentence, clause, or phrase hereof irrespective of the fact that any one or m ore sections, 

subsections, subdivisions, paragraphs, sentences, clauses or phrases be held unconstitutional, invalid, 

or unenforceable.

 

PASSED AN D AD O PTED by the City Council of the City of Los Altos, this 8
th
 day of 

M ay, 2012, by the following vote:

 

AYES: CASAS, FISH PAW , PACKARD , SATTERLEE, CARPEN TER

N O ES: N O N E

ABSEN T: N O N E 

ABSTAIN : N O N E

 

_____________________________

Valorie Cook Carpenter, M AYO R

Attest:

 

_______________________

Jon M aginot, D EPUTY CITY CLERK

 

 

 

STATE O F CALIFO RN IA )

CO UN TY O F SAN TA CLARA ) CERTIFIED CO PY O F O RD IN AN CE 

CITY O F LO S ALTO S ) SECO N D READ IN G /AD O PTIO N

 

I, Jon M aginot, D eputy City Clerk for the City of Los Altos in said County of Santa Clara, 

and State of California, do hereby certify that the attached is a true and correct copy of O rdinance 

N o. 2012-380, adopted by the Los Altos City Council on M ay 8, 2012 by the following vote:

 

AYES: CASAS, FISH PAW , PACKARD , SATTERLEE, CARPEN TER 

N O ES: N O N E 

ABSTAIN : N O N E 

ABSEN T: N O N E 

 

I hereby further certify that the ordinance was published in accordance with G overnm ent

Code Section 36933 on the following date:___________,2012.Said ordinance shall be effective

im m ediately.

 

D ated this____day of__________________,2012. 

 

________________________________

Jon M aginot 

D eputy City Clerk


