
DATE: APRIL 9,2008 

TO: THE HONORABLE MAYOR AM) MEMBERS OF CITY COUNCIL 

FROM: JAMES K. HAR-, CITY MANAGER b 
SUBJECT: ORDINANCE TO INCREASE THE BUSINESS LICENSE TAX RATE 

APPLICABLE TO PAYDAY AND CAR lTI'L,E LENDERS 

ISSUE: Whether or not to inmeme the bushes license (BPOL) tax rate for payday and car title - 
lceders. 

RECOMMENDATION: That City Council approve this proposed ordinance (Attachment I) on 
first reading on Monday, Apd 14, and set it for public haling on Tuesday, April 22, and second 
reading and final passage on Monday, May 5. The ptoposed ordinamx would establish a $0.58 
perSlOOofgrossdpts~rateonpaydayandcartit le1~.  

BACKGROUND: In 2002, the General ~ssernbly'cnacted the Payday Loan Act allowing 
ocrtain ladem to make loans at an ef.kctivt annual interest nite as high as 391 percent annually. 
k c d i n g  to a study CO* by the Center for Rcqmsi"ble Lend&, the average bozmwer 
wil l  pay $793 for a $325 loau In V ' i  payday lending aveaages eight loans annually per 
borrower sad prdatay payday larding costs Virginia fhiiits approximately $160 million in 
fecs annually. 

On November 19,2007, City C o d  adopted Resolution 2253 cxpeshg its comenu about the 
intenstrates~edbypaydaylendersand~detrjrncatateff~thcseloans~yhgyCmCif~ 
residents. In the 2007 Legislative Package, thc C i  asked its delegates to support legislation 
@Wing payday lending. In thc 2008 Legkhtive Packagc, tbt City asked that they support 
legidatim tbat either prohiits payday kading or caps interest rates at 36 m t .  Both 
Maryiand and thc District ofCo1~mh haon outlawed usurious interest ratts for payday loans. 

-: C d y ,  payday and car title lend@ falls under the F i i a l  Sexvices 
catqory fir BPOL, which is taxed at a ratc of $0.35 per $100 of gross receipts. Virginia law 
autbrhs the City to g#rtc clasi6catio~ls within the Finrrncial Services category and set 
diffacnt rrdes ibr each c l d c a t i o n ,  as long as the rate does not exceed $0.58 per $100 of gross 
==iF 



Establishing a payday and car title lender category within the Financial Services category for 
BPOL and setting a tax rate of $0.58 per $100 of gross receipts for that subcategory would 
generate $1 3,000 in additional revenue annually ($1 1,000 from car title lenders and $2,000 h m  
payday lenders). All other businesses in the Financial Services category would have their BPOL 
rate remain unchanged at $0.35 per $1 00 of gross receipts. 

FISCAL IMPACT: The tax rate increase for payday and car title lenders would generate 
ajqxo-ly $13,000 auuually in additional General Fund revenue which Council has 
discussed allocating entirely to consumer financial education 

AlTACHMENT: Proposed Ordhmce 

STAFF: 
Mrak J i i  Deputy City m e r  
Laura B. T r i m  Dkztor of Finance 
Bruce Johnson, Dirccbr, M c e  of Mamgcmmt and Budget 
Debbie Kidd, Division Chief, Revenue Administration 



Introduction and first reading: 4/ 14/08 
Public hearing: 4WO8 
Seumd reading and enactment: 5/05/08 

INFORMATION ON PROPOSED ORDINANCE 

Title - 
AN O R D W C E  to amcad and reordain Section 9-1-71.1 (FINANCIAL, SERVICES) of 

Article C (NONREGULATORY LICENSES), Chapter 1 (BUSINESS LICENSES), Title 
9 (LICENSING AND REGULATION), of the Cpde of the City of A l e  V i i  
1981, as amended 

The praposed ordinance irrcrwscs the BPOL tmc mtc Tw Pay Day and Car Title Loan 
businasxs with annual g ~ o a s  mxipts of $100,000 or more, fiom $0.35 per $100 of gmss 
receipts to $0.58 per $100 of grodis receipts. 

ColPncilman Justin M. Wilson 

~ J i * D e p u t Y C i t y ~  
Laura Trim Dkctor Finrmce 
Igttacio B. Pessoa, City Attamcy 

Authority 

6658.1-3700, ct. q., Code of V i i  (1950), as a m c d d  
82.02, Alcxdria City Qlerta 

Costs of Inn,lemattaticm 



'7Fil51T KO. h 

ORDlNANCE NO. 

AN ORDINANCE to amend and reordain Section 9- 1-71 .I (FINANCIAL SERVICES) of 
Article C (NONREGULATORY LICENSES), Chapter 1 (BUSINESS LICENSES), Title 9 
(LICENSING AND REGULATION), of the Code of the City of Alexadrk, Virginia, 198 1, 
as mended. 

THE CITY COUNCIL OF ALEXANDRIA HEREBY ORDAINS: 

Section 1. That W o n  PI-71.1 of The Code of the City of Alexandria, Virginia, 
1981, asameodad,be, andthesameherebyis amended andrandahedtorcad as follows: 

below. every pgson coducting or 
operating a business that pl~vides finftncial Sgyicca in, amd who maintabs a definite place of 
business in, the city shall pay far tbe prhkgc of doing so an annual license tax of $50 or, if the 
bugincss annual gross receipts wifh situs m the city equal or ~tcead S100,000, $0.35 pa $100 of 
thebusinars'gn#lsr#xiptswithsuchsitus. 

- 
m- 

b s  ~ o f p  v i a  ~ m v d a v l o a a g ~ t o t b e P a r D a v h A d S e c b o n s  6.1444 etsea. 
o f v i i  1950.aSrmreadbd.iaaodwbo . , . 

'te place of businas in, oftbeCode a defim 

* 1 .58 100 of 

k t i o n 3 .  T h r d ~ l i ~ ~ r r r t e p n , W k a b u s i n e s s s u b j a c t t o ~ ~ ~ ~ ~  
(b) or(c )of~on9-1-71 .1  r s a m ~ b y ~ o s d i n r m # s b n l l  ber#meefWhe far 
rcceipEsrc#ivcdbysuchbusinarsonanafterJaly 1,2008;grossr#xig$dvad bysuch 
business priorthereto sbaIlbc subject totherate providedm ahedion(a) of Sectian9-1-71.1 
asammdcdbythisardinawx. 
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WILLIAM D. EUILLE 
Mayor 




