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Proposed Ordinance to Regulate Payday and Title Loan Lending

Attached is the briefing regarding the proposed ordinance to regulate payday and title loan
lending that will be presented on June 13,2011.

If you have any question or need additional information, please let me know.
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CREDIT ACCESS BUSINESSES

The proposed ordinance amends Chapter 50 of the Dallas City Code to add Article XI,
"Credit Access Businesses." The businesses are commonly referred to as "pay day
lenders" and "auto title lenders."

The Ordinance establishes a registration program for credit access businesses, imposes
recordkeeping requirements on credit access businesses, and imposes restrictions on
extensions of consumer credit made bv those businesses.

REGISTRATION

The ordinance requires each credit access business operating in the city of Dallas to
obtain a certificate of registration. ln order to obtain a certificate of registration, the
credit access business must submit an application containing the following information:

The name, address and telephone number of the applicant,

The business or trade name of the applicant, and the address and telephone
number of the credit access business,

(3) A copy of a current, valid state license ( This past legislative session, the
Texas legislature passed legislation requiring all credit access businesses to
obtain a state license),

(4) Proof that the location of the credit access business complies with the
locational requirements of the city's recently enacted Development Code
provisions governing altemative financial establishments.

The registration must be renewed annually.

MAINTENANCE OF RECORDS

The credit access business must maintain a complete set of records of all extensions of
consumer credit made bv the credit access business. includine:

(1) The name and address of the consumer,

(2) The principal amount of cash advanced,

(3) The documentation used to establish a consumer's income.

The credit access business must maintain a copy of each written agreement evidencing an
extension of consumer credit. The records must be retained for a period of three years and
must be made available for inspection by the city upon request.
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RESTRICTIONS ON EXTENSIONS OF CONSUMER CREDIT

The proposed ordinance imposes the following restrictions on extensions of consumer
credit:

(1) The cash advanced for a pay day loan may not exceed 20 percent of the
consumer's gross monthly income.

(2) The cash advanced for a motor vehicle title loan may not exceed the lesser of
three percent of the consumer's gross annual income, or 70 percent of the
retail value of the motor vehicle.

(3) The credit access business must use a paycheck or other documentation to
establish a consumer's income.

(a) An extension of consumer credit may not be payable in more than four
installments.

(5) An extension of consumer credit may not be refinanced or renewed more than
three times. Each refinancing or renewal must be payable in not more than
four installments with the proceeds of each payment going to at least 25
percent of the principal of the extension of credit. Any fees charged for
services of the credit access business may not be included in calculatins the
25 percent of principal paid.

PENALTY

A violation of the ordinance is punishable by a fine of not more than $500. Each day of a
violation of the ordinance constitutes a separate offense.




