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Abstract

A large and growing number of low-to-moderate income U.S. households rely
upon alternative financial service providers (AFSPs) for a variety of credit products and
transaction services, including payday loans, pawn loans, automobile title loans, tax
refund anticipation loans and check-cashing services. The rapid growth of this segment
of the financial services industry over the past decade has been quite controversial. One
aspect of the controversy involves the location decisions of AFSPs. This study examines
the determinants of the locations of three types of AFSPs - payday lenders, pawnshops,
and check-cashing outlets. Using county-level data for the entire country, I find that the
number of AFSP outlets per capita is significantly related to demographic characteristics
ofthe county population (e.g., racial/ethnic composition, age, and education level),
measures of the population's credit worthiness, and the stringency of state laws and
regulations governing AFSPs.
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income, race, and education level as determinants of the locations of AFSPs. Some

studies have also included state usury ceilings or the proximity of bank branches as

explanatory variables. Although the findings of these studies are somewhat mixed, they

generally find that AFSPs are more prevalent in areas where a large percentage of the

population has low-income, lacks a high school diploma or is black or Hispanic. Those

studies that include usury ceilings find higher ceilings associated with a larger number of

AFSPs per capita, and those that include the locations of bank branches find a positive

relationship between the number of bank branches per capita and the number of AFSP

outlets per capita.

This study expands upon the existing research by examining the determinants of

AFSP location using county-level data for the entire country, estimating separate models

for urban and rural areas for each of three types of AFSP, and introducing some new

explanatory variables. Using county-level observations for the entire country allows for

an analysis that is at once more granular than that undertaken in previous nationwide

studies and more comprehensive than studies that focus on smaller geographic areas. The

new explanatory variables reflect two important factors - state laws and regulations

directly affecting AFSPs and the creditworthiness of the county population - that have

not been considered in previous studies.

The remainder of the paper is organized as follows: Section II provides a brief

description of each of the three segments of the alternative financial services industry

examined in the paper: pawn lending, check cashing, and payday lending. Section III

describes the regulatory requirements and constraints faced by each industry segment.

Section IV provides an overview of the existing literature on AFSP location. Sections V
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description of the pledged collateral, the amount of the loan, the maturity date of the loan,

the amount that must be paid to redeem the collateral at maturity, and the annual

percentage rate (APR). If the loan is not repaid at or prior to maturity, the customer is

given a grace period (typically 30 to 60 days) within which to redeem the pledged

property by paying the loan amount and all accrued charges. If, at the end of the grace

period, the customer has neither redeemed his property nor extended the loan, the

collateral is forfeited to the pawnshop. The pawnshop then sells the property to recover

the principal amount of the loan plus a profit margin.

The pawn lending business has a very long history, with informal pawnbroking

dating back to ancient times. 3 Pawnbroking in America can be traced back to Colonial

times. By the early nineteenth century, pawnbrokers were active in New York City,

Philadelphia, and Boston; by the end of the century they were found in most urban areas

throughout the country. Pawnbroking went through a period ofdecline from about 1930

through the mid-1970s, followed by a period of rapid growth that lasted through the mid­

1990s.

Over the past decade, the number of pawnshops operating in the U.S. has

experienced a modest decline, which may be attributable to the rapid growth of payday

lending during this period. As of 2007, the number of pawnshops in the U.S. was

estimated to be between 10,000 and 15,000. Most of these shops were owned by small,

independent operators, each of whom owned between one and three locations. At the end

of2007, Cash America International, Inc., the largest provider of pawn loans in the U.S.,

operated 499 pawnshops in 22 states, and the three largest publicly traded firms in the

pawn lending business (Cash America, EZPAWN, and First Cash Financial Services)

3 The information in this paragraph is derived from Caskey (1994 and 2003).
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operators. The nine largest check-cashing companies accounted for about one third of

these outlets.?

C. Payday lending

A payday loan is a small, short-term, unsecured, single-payment, consumer loan.

The borrower writes a personal check to the lender, with the amount of the check equal to

the loan amount plus the finance charge. The lender agrees to hold the check for a

specified period of time (usually until the customer's next payday) before depositing it.

The term of the loan is typically between seven and thirty days. The borrower can repay

the loan at or prior to its maturity by (i) paying the lender in cash the face value of the

check and retrieving the check from the lender, or (ii) allowing the lender to deposit the

check. If the borrower does not wish to repay the loan at maturity, the loan can often be

renewed or "rolled over" by paying the finance charge and having the lender agree to

hold the check for another specified period of time. Payday loans vary in size from $50

to $1000, with the average loan size being between $300 and $400. Finance charges,

which are subject to legal limits in many states, typically range from about $10 to $20 per

$100 borrowed. For a two-week loan, these fees translate into APRs ranging from 260 to

520 percent.

Payday loan customers are required to have a bank account and a job (or other

regular source of income). The largest payday lender in the U.S., Advance America,

reports that it does not undertake any evaluation of a customer's creditworthiness in

7 Source: ACE Cash Express, Inc. Form 10-K for the fiscal year ended June 30, 2006. This is the most
recent data that I could find on the number of check-cashing outlets. ACE Cash Express is no longer a
publicly traded company and has not filed a Form 10-K since 2006.

7



PATRIOT Act, and the Bank Secrecy Act. In addition, all loan providers must comply

with the Truth in Lending Act, the Equal Credit Opportunity Act, the Fair Credit

Reporting Act, the Fair Debt Collection Practices Act, and the Talent-Nelson

Amendment to the 2007 Defense Authorization Bill. 14 At the state level, restrictions

typically vary across different types of AFSPs.

Pawnshops generally must be licensed by the state in which they do business.

State laws and regulations specify licensing requirements (e.g., licensees may be required

to be bonded and insured) and often impose restrictions on various aspects of the loans

provided by pawnshop operators. Common state restrictions include upper or lower

bounds on the term of a pawn loan, ceilings on the interest rates and other fees charged

for a pawn loan, and requirements that the pawnshop must hold a pawned item for some

specified minimum time period after a borrower defaults on a loan. Some states also

specify the information that must be provided on the pawn ticket.

Pawnshops are also subject to local regulation in some cities or towns. They may

be required to obtain local licenses or permits, follow specific recordkeeping practices, or

provide local law enforcement agencies with information on all transactions. Pawnshops

that handle firearms must also comply with the Brady Handgun Violence Prevention Act,

which requires them to conduct background checks on purchasers of firearms, and

regulations of the U.S. Department of Justice Bureau of Alcohol, Tobacco and Firearms

requiring them to keep a permanent written record of all transactions involving firearms.

Some states impose regulatory requirements or restrictions on check-cashers.

These may include licensing, bonding, capital, or recordkeeping requirements, or

restrictions on fees charged for cashing checks. Although several states impose limits on

14 The Talent-Nelson Amendment limits annual interest rates on loans to military borrowers to 36 percent.
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education. He finds no evidence that state laws requiring any surplus from the sale of the

pawned collateral to be returned to the borrower (return requirement) or population

density influence the number of pawnshops per million capita.

Shackman and Tenney (2006) use 2003 data to extend Caskey's work to all 50

states plus the District of Columbia. Like Caskey (1991), they find a positive relationship

between pawnshops per million population and both the poverty rate and the interest rate

ceiling and no significant relationship between pawnshop density and the return

requirement. However, contrary to Caskey (1991), they do not find any significant

relationship between pawnshops per million population and the share of the adult

population that are high school graduates.

Graves (2003) examines the locations of payday loan stores and bank branches in

seven metropolitan parishes in Louisiana, and in Cook County, Illinois. He finds that

payday lenders tend to locate in neighborhoods (Census block groups) that are poorer and

have higher concentrations of blacks than the county in which they are located as a

whole, while banks tend to locate in neighborhoods that are wealthier and have lower

concentrations of blacks than countywide averages.

Burkey and Simkins (2004) examine the determinants of the locations of payday

lenders and bank branches in North Carolina, using Zip Code Tabulation Area (ZCTA)

level data for 2000. They find that ZCTAs with higher concentrations of blacks, younger

populations, lower median incomes, and lower education levels are associated with a

higher number of payday lenders and a lower number of banks. At the same time, they

find a strong positive relationship between the number of payday lenders and the number
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to locate in tracts with median incomes between $45,000 and $63,000. They also find a

positive relationship between the presence of bank branches and the presence of AFSPs.

Fellowes and Mabanta (2007) analyze data that they collected over the 2006-2007

time period containing the street addresses of approximately 108,000 bank and credit

union branches and 48,000 check cashers, payday lenders, and pawnshops throughout the

U.S. They find that more than 90 percent of AFSPs are located within one mile of a bank

or credit union branch, and that there are more bank and credit union branches per capita

in low-income neighborhoods than in high-income neighborhoods. Based on these

findings, they suggest that low- and moderate-income households could accumulate

considerable wealth by substituting lower-cost bank and credit union products for higher­

priced products obtained from AFSPs.

V. The Geographic Distribution of Financial Service Providers in 2006

I begin my analysis by examining the locations of payday lenders, pawn shops,

check cashers, and bank and thrift branches throughout the U.S., as of2006. Fellowes

and Mabanta generously provided data on the number ofpayday lenders, pawnshops and

check cashers operating in each county. Data on the locations of bank and thrift branches

were obtained from the FDIC's Summary of Deposits and the Office of Thrift

Supervision's Branch Office Survey.

As of 2006, almost every county in the U.S. (98.9 percent of rural counties and

99.6 percent of urban counties) had at least one bank or thrift branch, and about two­

thirds of rural counties and ninety percent of urban counties had at least one alternative

financial service provider (pawnshop, check casher, or payday lender). The average rural
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Using credit score data obtained from Equifax, figure 6 shows the share of each

county's population with either no credit score or a credit score that would typically place

them in the subprime market. The concentration of these credit-challenged individuals is

highest in some of the same states that have high concentrations of AFSPs, notably

Georgia, South Carolina and Mississippi. This suggests that AFSPs may tend to locate in

areas where demand for their services is likely to be high because a significant portion of

the population does not have access to more traditional sources of credit.

VI. Determinants of the Locations of AFSPs

In order to better understand the factors influencing the location decisions of

AFSPs, I model the number of AFSP outlets per million population in each county as a

function of various demographic characteristics of the county's population (racial/ethnic

mix, age, education, poverty status, population density), measures of the population's

creditworthiness, and variables reflecting the state regulatory environment. 19 The

following reduced form equation is estimated separately for each type of alternative

financial service provider (payday lenders, pawnshops and check cashers), for both urban

and rural counties, using OLS:

Equation 1

AFSPi={30+!3,HISPANIC+ !32BLACKi+ !33ASIANi+ /34YOUNGi+ !3sHSDIPLOMAi

+{36POVERTYi+ /37NOSCORE + /3sLOWSCORE+ !39MEDSCORE

+/3IOPOPDENSi+ /3IICEILINGi+ /312NOPAYDAYi+Ei

19 The demographic data were obtained from the Census Bureau; the creditworthiness measures were
constructed from credit score data obtained from Equifax; and the information on state laws and regulations
was gathered from various state government websites.
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rate that can be charged on the particular type of loan. NOPAYDAYi appears only in the

equations explaining the locations of pawnshops and check cashers; it is a dummy

variable equal to one if the county is in a state that explicitly or effectively prohibits

payday lending, and zero otherwise. Variable definitions are summarized in table 1.

The results of estimating various versions of Equation 1 are presented in table 2.

Looking first at the equations explaining the number of payday loan stores per million

capita (columns 1 and 2) we see that the results are fairly similar for urban and rural

counties. In both cases the number of payday loan stores per million capita is negatively

related to the share ofthe population that is Hispanic, positively related to the share of the

population that is non-Hispanic black, and unrelated to the share that is Asian. Payday

lenders are more prevalent in both urban and rural counties where a larger share of the

population is below the age of 40 and less prevalent in both urban and rural counties

where a larger share of the population lives below the poverty level. The number of

payday loan stores per million capita is significantly related to the share of the population

with a high school diploma (negative sign) and population density (positive sign) in rural,

but not urban, counties.

The variables measuring the creditworthiness of the county's population and the

state regulatory environment are important in both equations. In urban markets, the

estimated coefficients on NOSCORE and LOWSCORE are positive and highly

significant, and the coefficient on MEDSCORE is positive but insignificant. In rural

markets, the coefficients on all three credit score variables are positive and significant at

either the .05 or the .10 level. This suggests that payday loan stores are more prevalent in

areas where a substantial share of the population may have difficulty accessing traditional
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The estimated coefficients on CEILING are negative and highly significant in both rural

and urban counties, indicating that pawnshops are less prevalent in states that have

stricter limits on the interest rates that can be charged on pawn loans. The estimated

coefficients on NOPAYDAYare positive and insignificant in both cases, suggesting that,

other things being equal, a prohibition on payday lending does not lead to a significant

increase in the number of pawnshops per capita.

Determinants of the number of check-cashing outlets per capita (columns 5 and 6)

differ considerably between urban and rural counties. In urban counties, the

concentration of check-cashing outlets is positively related to the shares of the population

that are Hispanic, non-Hispanic black, Asian, and under the age of 40; in rural counties

the number of check cashers per capita is negatively related to the share of the population

that is Hispanic, positively related to the share that is non-Hispanic black, and unrelated

to the shares that are Asian or young. In both types of county the number of check

cashers per capita is negatively related to the share of the population with a high school

diploma and the share that is below the poverty level. The density of check-cashing

outlets is positively related to population density in rural counties, but not in urban

counties. The number of check-cashing outlets per capita is significantly positively

related to the share of the population with no credit score in both urban and rural

counties. Estimated coefficients on LOWSCORE and MEDSCORE are either marginally

significant or insignificant in the two equations, with the sign on the latter variable

differing between urban and rural counties. The estimated coefficient on NOPAYDAY is

negative in both types of county, but is significantly different from zero only in rural

counties.
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more likely to locate in areas where the population is disproportionately poor, minority,

and poorly educated. At the same time, a small number of studies that include a measure

of bank presence find a positive relationship between the number of bank branches and

the number of AFSP outlets.

The present study expands upon the existing literature by using a new, more

comprehensive data set to study AFSP location and by introducing some important new

variables to the analysis. The results support some of the findings from previous studies,

but contradict others. Consistent with the prior research, I find that AFSPs are more

prevalent in areas where a large percentage of the population is black or lacks a high

school diploma. However, contrary to previous studies, I find that AFSPs generally

avoid the poorest areas and areas with high concentrations of Hispanics. Credit scores

are found to be a strong predictor of AFSP concentration: counties where a larger

percentage of the population has no credit score have a greater density of all three types

of AFSPs examined, while counties where a larger percentage of the population has a

credit score that would place them in the subprime category have increased

concentrations of both payday lenders and pawnshops. This finding suggests that AFSPs

may simply locate where the demand for their services is likely to be greatest because a

significant portion of the population does not qualify for more mainstream (and less

expensive) forms of credit. However, further research is needed to more fully assess the

competing claims made by industry critics and supporters regarding the behavior of

AFSPs. Finally, state laws and regulations governing AFSPs appear to have a significant

effect on the number of AFSPs per capita. More stringent limits on the interest rates that
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Table 2: OLS Estimation Results

Payday Loan Stores Pawnshops Check Cashers
Per Million Capita Per Million Capita Per Million Capita

Urban Rural Urban Rural Urban Rural

INTERCEPT -119.99 34.77 -27.02 53.90*** 128.33*** 102.67***
(-1.61) (0.77) (-0.93) (2.66) (2.70) (3.99)

HISPANIC -1.53*** -0.80*** 0.24 -0.57*** 0.82** -0.37**
(-3.01) (-2.67) (1.12) (-3.98) (2.34) (-2.05)

BLACK 0.63* 1.57*** -0.06 -0.35*** 1.21*** 1.10***
(1.94) (7.80) (-0.52) (-4.06) (6.02) (9.89)

ASIAN -1.11 0.40 -0.42 1.02 4.18*** 0.69
(-0.92) (0.30) (-0.87) (1.54) (5.27) (0.82)

YOUNG 3.69*** 1.31** 1.22*** 0.13 1.06** -0.10
(4.73) (2.56) (4.02) (0.56) (2.12) (-0.32)

HSDIPLOMA -0.32 -1.28*** -0.37* -0.88*** -2.05*** -1.43***
(-0.53) (-3.62) (-1.66) (-5.66) (-5.54) (-7.23)

POVERTY -1.63* -1.57*** -1.42*** -0.19 -1.40** -0.80***
(-1.70) (-3.36) (-4.18) (-0.88) (-2.50) (-2.95)

NOSCORE 3.46*** 1.08* 2.49*** 1.20*** 4.72*** 1.28***
(2.84) (1.66) (5.28) (3.98) (6.08) (3.34)

LOWSCORE 3.34*** 0.95** 1.86*** 0.89*** -0.96* -0.29
(3.72) (2.40) (5.79) (5.10) (-1.82) (-1.32)

MEDSCORE 0.35 1.90** -1.40* -0.24 -1.78 0.80*
(0.18) (2.42) (-1.77) (-0.67) (-1.39) (1.79)

POPDENS -0.001 0.55*** -0.001 * 0.10*** -0.001 0.28***
(-0.34) (10.58) (-1.86) (4.61) (-0.77) (10.34)

CEILING -4.50*** -2.53*** -1.50*** -1.23*** ---- ----
(-6.53) (-5.97) (-9.45) (-9.15) ---- ----

NOPAYDAY ---- ---- 2.32 1.68 -7.66 -11.90***
---- ---- (0.81) (0.61) (-1.64) (-3.40)

# ofObs 759 1535 1068 1906 1068 1906

Adj R2 0.22 0.29 0.28 0.18 0.24 0.25

T-statistics in parentheses.

*, **, *** indicate statistical significance at the 0.10,0.05, and 0.01 levels, respectively.



Figure 2: County Concentration of Payday Lending Stores, 2006
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Figure 4: County Concentration of Check-Cashing Outlets, 2006
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1. Introduction

This addendum to the 2011 FDIC National Survey of
Unbanked and Underbanked Households provides national­
and state-level information on the use of alternative finan­
cial services (AFS). It complements the national data on
AFS use presented in the 2011 report and the appendices
that were released in September 2012.l

The FDIC National Survey of Unbanked and Underbanked
Households was conducted in June 2011 as a special supple­
ment to the U.S. Census Bureau's Current Population
Survey. The FDIC survey was designed to collect data on
the banking status of U.S. households and to better under­
stand unbanked and underbanked populations.

The survey was undertaken as part of the FDIC's efforts to
comply with a statutory mandate that requires the FDIC to
conduct ongoing surveys of bank efforts to serve the
unbanked by providing important data about underserved
households. Beyond estimating the number of unbanked
and underbanked households and their demographic charac­
teristics, the survey estimates the types of bank accounts
that banked households own, the use of AFS, and reasons
cited by households that are not fully using the mainstream
banking system.

While the 2011 report included national-level findings
regarding use of AFS, this addendum provides additional
national data on the types, timing, and extent of AFS use
among all households. The addendum also reports state­
level results on the use of credit and transaction AFS prod­
ucts (non-bank money orders, non-bank check cashing,
non-bank remittances, payday lending, pawnshops, rent-to­
own stores, and refund anticipation loans).

The definition of an underbanked household was revised for
the 2011 report. As a result, the estimates of the proportion
of households that were underbanked in 2011 are not
directly comparable with estimates previously reported for
2009. In the 2011 report, underbanked households are
defined as those that used non-bank check cashing, non­
bank money orders, non-bank remittances, payday lending,
pawnshops, rent-to-own agreements, or refund anticipation
loans (RALs) at least once in the previous 12 months. This
differs from the underbanked definition used in the 2009
report in several ways. The 2009 definition of underbanked
households did not include non-bank remittance use, as this
information was not collected. The 2009 survey also consid­
ered households that used RALs in the previous five years
to be underbanked, while the 2011 definition includes only
those households that used RALs in the previous year.
Finally, the 2011 report defines underbanked households as

1 2011 FDIC National Survey of Unbanked andUnderbanked Households
canbefound at http:Uwww.fdic.gov/householdsurvey/2012 unbankedreport.

mli·

those that used one of the AFS credit products or transac­
tion services "in the last 12 months," while in 2009 house­
holds were considered to be underbanked if they used AFS
"once or twice a year" or "at least a few times a year."
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2. Summary of Results

2.1 National Tables

The tables in Section A present national-level estimates of
AFS use by household demographic characteristics, further
subdivided by banking status. The first series of tables
provide an in-depth look at households that have used AFS.
These tables include estimates of the number and propor­
tion ofhouseholds that have used transaction AFS and
credit AFS, and estimates of the number and proportion
that have used these products in the past year.

The 2011 FDIC Survey of Unbanked and Underbanked
Households included analysis of the use of AFS among all
u.s. households. To complement the 2011 household
survey, a set of tables in Section A of the 2011 addendum
provides more detailed information on the demographic
characteristics of households that have used transaction or
credit AFS. An additional set of tables provides a break­
down of transaction and credit product use within the past
year.

National-level Summary:

• One-quarter of households have used at least one AFS
product in the past year, including 65 percent of
unbanked households. By definition, all underbanked
households have used AFS in the past year.

• At least 12 percent of households used AFS products in
the last 30 days, including about four in ten unbanked
and underbanked households (45.5 percent of
unbanked households and 41.2 percent of underbanked
households).

• At least 42.9 percent of all U.S. households have used
one or more of the following types of AFS ("ever used
AFS"): non-bank money orders, non-bank check cash­
ing, non-bank remittances, payday loans, pawnshop
loans, rent-to-own agreements, and refund anticipation
loans. About 54 percent of all households have never
used these services. In 2009, 35.7 percent of all U.S.
households had used AFS, and about 60 percent had
never used these products (though data on household
use of non-bank remittances were not collected in
2009).

• Compared with the national average (42.9 percent),
higher proportions of black (63.8 percent) and
Hispanic (54.4 percent) households have used AFS. In
contrast, only 37.6 percent of white households have
used AFS.

Transaction AFS (non-bank money orders, non-bank check
cashing, and non-bank remittances) have been used by 39.1

percent of all U.S. households. More than one in five
households (23.3 percent) have used a transaction AFS in
the past year, including 62.1 percent of unbanked house­
holds and almost allunderbanked households (90.4
percent).

Use of credit AFS (payday loans, pawnshop loans, rent-to­
own agreements, and refund anticipation loans) is less wide­
spread; 14.2 percent of all U.S. households have used these
services. Six percent have used a credit AFS product in the
past year.

More than 30 percent of unbanked households did not use
AFS in the past year, including at least one in five (20.6
percent) that have never used these services. This pattern
suggests a heavy reliance on cash transactions or other
informal financial relationships.

2.2 State Tables

Sections Band C provide information on AFS use specific
to each of the 50 states and the District of Columbia.
Tables in Section B provide state-level data on households
that have ever used AFS as well as data on the timing of
AFS use. For each state, Section B also presents the shares
of households that have used each of the AFS products
included in the 2011 household survey (i.e., non-bank
money orders, non-bank check cashing, non-bank remit­
tances, payday loans, pawnshop loans, rent-to-own agree­
ments, and refund anticipation loans). Tables in Section C
provide more detailed estimates of the timing of AFS use by
banking status and household characteristics.

State-level Summary:

• Household use of AFS varies considerably across states.
The state-level share of households that have ever used
AFS ranges from 30.8 percent in New Hampshire to
almost 60 percent in Alabama. Colorado, where 42.7
percent of households have ever used AFS, represents
the median. In the 2009 survey, AFS usage (excluding
non-bank remittances) ranged from a high of 49.2
percent in Alaska to a low of 25.3 percent in
Massachusetts.

• Among unbanked households, the proportion that has
ever used AFS ranges from about 55 percent in
Connecticut to more than 93 percent in Tennessee.
About three in four unbanked households in Nebraska
(75.4 percent) have used AFS, representing the median
across states. In 2009, AFS usage (excluding non-bank
remittances) ranged from 88.7 percent of unbanked
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households in Montana to 40.9 percent of unbanked
households in Hawaii.

• Although the overall proportion of households in
Tennessee that have ever used AFS, at 43 percent,
is close to the median, Tennessee has the highest
proportion of unbanked households that have ever
used AFS, at 93.3 percent. About 12 percent of all
households in Tennessee have used AFS in the
past 30 days, compared with almost 60 percent of
unbanked households in the same period. Among
black households in Tennessee, 55.5 percent have
ever used AFS and about 24 percent have used
AFS in the last 30 days, almost double the state
average.

• In Connecticut, 30.7 percent of all households and
slightly more than half (54.6 percent) of unbanked
households have ever used AFS, the latter being
the lowest of any state. Almost 7 percent of all
households and 23.9 percent of unbanked house­
holds in Connecticut have used an AFS product in
the last 30 days. Among black households in
Connecticut, 61.1 percent have used AFS and
almost one in four has used an AFS product in the
last 30 days, more than four times the state
average.

• In New Mexico, 43.4 percent of unbanked households
have never used AFS, the highest proportion of any
state. This suggests a reliance on cash transactions or
other informal financial relationships. In contrast, only
6.7 percent of unbanked households in Tennessee have
never used AFS, the lowest proportion among states.

• At the state level, the share of households that have
ever used transaction AFS ranges from 25.2 percent in
Minnesota to almost 54 percent in Alabama, while the
share of households that have used a transaction AFS
in the past year ranges from about 12.6 percent in New
Hampshire to almost one in three households (32.7
percent) in Texas.

• Household use of credit AFS products is less common
and varies less across states when compared with trans­
action AFS products. The state-level share of house­
holds that have ever used credit AFS products ranges
from less than 8 percent in New Hampshire to 21.7
percent in Texas, while credit AFS product use in the
last year ranges from 2.5 percent in New Hampshire
and New York to more than one in ten households
(11.9 percent) in Nevada.
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3 .. Methodological Note

The data for this report were collected through the 2011
FDIC National Survey of Unbanked and Underbanked
Households. The Current Population Study (CPS) is a
monthly survey of about 53,700 interviewed households
conducted by the U.S. Census Bureau for the Bureau of
Labor Statistics (BLS). The CPS sample is representative of
the U.S. civilian, non-institutionalized population, aged 15
or older.

The CPS is the primary source of information on the labor
force characteristics of the U.S. population, including
employment, unemployment, and earnings statistics. Addi­
tional information about the CPS is provided in the Census
Bureau's Technical Paper 66, Design and Methodology of
the CPS, available at http:Uwww.census.gov/prod/2006pubs/
tp-66.pdf.

The Unbanked/Underbanked Supplement was conducted in
June 2011. About 44,900 (84 percent) of the 53,700 house­
holds participating in the CPS also participated in the
Unbanked/Underbanked Supplement.' The response rates
for the 2011 Unbanked/Underbanked supplement vary by
demographic group, ranging from 79 percent to 86 percent.

The 2011 Unbanked/Underbanked Supplement represents
the second time this survey has been conducted. The first
Unbanked/Underbanked Supplement was conducted in
January 2009. The primary purpose of the supplement is to
estimate the percentage of U.S. households that are
"unbanked" and "underbanked" and to identify the reasons
why these households do not participate fully in the main­
stream banking system. The supplement survey instrument
used in 2011, Appendix G of the 2011 FDIC Survey of
Unbanked and Underbanked Households, included about
40 questions designed to gather this information. The 2011
survey instrument contains minor revisions to the 2009
survey instrument. The 2009 survey instrument underwent
four rounds of cognitive field pre-testing and was revised to
address the feedback gathered from each round-. The 2011
survey instrument underwent an expert review process by
the US Census Bureau. For a detailed description of the
revisions, see Appendix F (Revisions to the 2011 Survey
Instrument) in the 2011 FDIC Survey of Unbanked and
Underbanked Households. Because of changes in the ques­
tionnaire, direct comparisons between 2009 and 2011 esti­
mates are limited and in some instances impossible.

1 Taking into accountthe nonresponse to basicCPS questions, the overall
response rateforthe Unbanked/Underbanked Supplement was 76percent.
2 Thegoalofeachround wasto determine respondents' comprehension of
each question, test the flow of the questions, find majorrecalldifficulties,
ascertain the sensitivity or inappropriateness of anyquestions, andgauge
the operational feasibility of the supplement. Nochanges to the surveywere
recommended following the fourth round of testing.

All households that participated in the June 2011 CPS were
eligible to participate in the Unbanked/Underbanked
Supplement. However, only households whose respondents
specified that they had some level of participation in their
household finances and also responded "Yes" or "No" to
whether someone in their household had a bank account
(survey supplement Question 2, or Q2) were considered
survey respondents. CPS household respondents who did
not answer or answered "Don't Know" to Q2, or who did
not participate in their household financial decisions (or
refused to answer) were asked no further questions and were
classified as nonrespondents for the supplement.

Using supplement survey results, households were classified
as "unbanked" if they answered "No" to the question, "Do
you or does anyone in your household currently have a
checking or savings account!" Households answering "Yes"
to this question were classified as "underbanked" if they
indicated that they had used at least one of the following
alternative financial services (AFS) at least one time in the
previous 12 months: non-bank money orders, non-bank
check-cashing services, non-bank remittances, payday loans,
rent-to-own services, pawn shops, or refund anticipation
loans.

The 2011 definition of "underbanked" has been revised
from the 2009 definition to include households that used
non-bank remittances in the last year. The 2011 under­
banked definition was also modified to include only house­
holds that used a refund anticipation loan in the last year,
as opposed to in the last five years-the basis for the 2009
report. Further, survey respondents to the 2011 survey were
asked about their AFS use over definitive time periods (i.e.
"in the last 30 days," "in the last 2-12 months" or "not in
the last 2-12 months"), while respondents to the 2009
survey could indicate AFS use more generally (i.e. "at least
a few times a year," "once or twice a year" or "almost
never"). Consequently, 2011underbanked estimates are not
directly comparable to 2009 estimates (see Box 2 on page
19 of 2011 FDIC Household Survey Report).

Demographic characteristics such as race, age, education,
and employment, associated with a respondent household
for the supplement are those reported for the householder/
reference person (i.e., a person who owns or rents the home,
as designated by the respondent). These characteristics were
used in preparing addendum estimates and tables.

The Census Bureau classifies households into different
types. For instance, a family household is a household that
includes two or more people related by birth, marriage, or
adoption and residing together, along with any unrelated
people who may be residing there. Detailed definitions
regarding household types can be found in the CPS Glos-
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sary available at http:Uwww.census.gov/cps/about/cpsdef.
html.

Households are categorized into racial-ethnic classifications
as follows: If the householder is identified as black, the
household is classified as "Black" regardless of whether the
householder is identified as Hispanic or any other race. If
the householder is not identified as black and is identified
as Hispanic, the household is classified as "Hispanic Non­
Black."If the householder is identified as white and not any
other race and non-Hispanic, then the household is classi­
fied as"White." All remaining households are classified as
"Other." However, in some national summary tables, the
"Other" category is further disaggregated into "Asian" if the
householder is identified as Asian, "American Indian/Alas­
kan" if the householder is identified as American Indian/
Alaskan and not Asian, and "Hawaiian/Pacific Islander" if
the householder is identified as Hawaiian/Pacific Islander
and not Asian or American Indian/Alaskan. In these tables,
"Other" consists of the few remaining households in which
the householder cannot be classified into any of the preced­
ing groups.

Additional information regarding the unbanked/under­
banked supplemental survey methodology can be found in
Appendix E "FDIC Technical Notes" of the 2011 FDIC
Survey of Unbanked and Underbanked Households
(September 2012) available at http://www.fdic.gov/house­
holdsurvey/20l2 unbankedreport.pdf.
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City Clerk Date Stamp

TO: City Council
FROM: Mayor Bill Wells
SUBJECT: Council Activities Report

MEETING: 5/13/14

ITEM NO:_6.!.::.1:--._

TheValley ojOppul'tullity

RECOMMENDATION:
That the City Council accept and file the following report of CouncillMayor activities attended
during the current agenda period.

BACKGROUND:
Government Code Section 53232.3(d) requires members of a legislative body to provide brief
reports on meetings attended at the expense ofthe local agency at the next regular meeting of the
legislative body.

REPORT:
Since the last City Council meeting, I have attended the following events on behalfofthe City of El
Cajon:

April 25, 2014 ­
April 30, 2014 ­
May 1,2014­
May 1,2014­
May 2,2014­
May 12, 2014­
May 13, 2014 -

SANDAG Board Meeting
Sonrise Community Church 25th Anniversary Event
Journey Community Church National Day of Prayer
Grand Reopening - Grossmont Union High School District Office
Mayor's National Day of Prayer Lunch
Meeting wI the City Manager
Council Meeting at 3:00 p.m.

I will be happy to answer any questions you may have.

SUBMITTED BY,

Bill Wells
Mayor
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BILL NO. SPONSOR SUBJECT
COUNCIL

POSITION COMMITTEE
BILL STATUSj

DATE LAST ACTION DATE

Medical Marijuana: regulation of 5/6/2014-From committee: Do pass as
SB 1262 Correa physicians, dispensaries, and 4/8/2014 Support Senate amended and re-refer to Com. on

cultivation sites. APPR.

The Legislative Report tracks bills for the 2013-2014 Session of the California Legislature that the EI Cajon City Council/Housing Authority/Successor Agency to the Redevelopment
Agency has voted to monitor, support or oppose. Updated May 7, 2014 at 9:30 a.m. for the May 13, 2014 City Council Meeting.

Page 1
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MEETING: 5/13/14

ITEM NO: 7.1

TO: Mayor and City Council
FROM: Mayor Pro Tern Kendrick
SUBJECT: Council Activities Report

RECOMMENDATION:

That the City Council accept and file the following report ofCouncillMayor activities attended
during the current agenda period.

BACKGROUND:

Government Code Section 53232.3(d) requires members of a legislative body to provide brief
reports on meetings attended at the expense of the local agency at the next regular meeting of
the legislative body.

REPORT:

Since the last City Council meeting, I have attended the following events on behalfof the City
ofEl Cajon:

April S, 2014 ­
May 13, 2014 -

Heartland Fire Communications Authority Meeting
City Council Meeting at 3:00 p.m.

I will be happy to answer any questions you may have.

SUBMITTED BY,

6: &n I·~M1rZi /
Garyndrick ~
Mayor Pro Tern

1
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TheValley ojOpportUllity

MEETING: 5/13/14

7.2ITEM NO: _K~l:, IF 1m IgjJl
alll11.ml~t

Mayor Wells, Councilmembers Ambrose,
Bales, McClellan
Mayor Pro Tem KendrickFROM:

TO:

SUBJECT: Request to Create a Crime Free Motel! Hotel Program

RECOMMENDATION: That the City Council direct the City Manager to implement a
Crime Free Motel! Hotel Program and to report back on this new programs' implementation
within 120 days.

BACKGROUND: Over the past several years, our City's Crime Free Multi-Housing Program
has been very successful in addressing difficult issues within many ofthe apartment projects
throughout the City. Through the Police Department, the City of EI Cajon is currently
administering the largest such program in the State with approximately 160 apartment
complexes enrolled. Attached is a summary of what this program entails.

Based on the success ofthis program, I believe the same philosophy and effort can be applied
to th.e hotel/motel industry. EI Cajon is home to 17 motels / hotels, most of which are very
well run with few, if any, crime problems associated with them. However, there are several
that have become problems over the years, affecting both their surrounding neighborhoods, as
well as the City as a whole. In the City Council's continuing focus to create a truly great EI
Cajon for our residents, our workers and our visitors, I believe that offering the Crime Free
program to local motels! hotels would be a positive and proactive measure we can and should
take.

Therefore, I am requesting that the City Council direct the City Manager to implement a
Crime Free Motel! Hotel Program, using similar strategies that have worked so well with our
existing Crime Free Multi-Housing Program and to report back on this new programs'
implementation within 120 days.

FISCAL IMPACT:
For City Manager to report back on.

SUBJ\fITTED ~7: '.'
G~ KvnciN(je _,

GaryI{drick ((jjJ
MAYOR PRO TEM



WHATISTHE
CRIMe FREE MULTI-HOUSING PROGRAM?

HOW IT WORKS

The CRIME FREE MULTI-HOUSING PROGRAM is a unique, three-phase certificationprogram
for rental properties of all sizes, including single family rental homes. The first phase is the
completion of an eight (8) hour program taught by attorneys, police and fire personnel. Frequently,
guest speakers will also attend to address specific topics relating to rental properties. This police­
sponsored program is designed to be very easy, yet extremely effective, at reducing criminalactivity
in rental properties.

The CRIME FREE MULTI-HOUSING PROGRAM addresses these topics:

.:. Understanding Crime Prevention

.:. Crime Prevention Through Environmental Design (C.P.T.E.D.)

.:. Resident Selection and Eviction Process

.:. Common Sense Self Defense

.:. Community Rules/Policies

.:. Building Apartment Communities

.:. Good Property Management

.:. Combating Illegal Activity (Drugs, Gangs, Graffiti, Etc.)

.:. Partnership with the Police Department

.:. Partnership with the Fire Department

.:. Dealing with Non-Compliance

.:. The Federal Fair Housing Laws

The CRIME FREE MULTI-HOUSING PROGRAM is taught during two four-hour, or one eight
hour~ training session(s). The program is designed to be flexible, as many communities have differing
needs.
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MEETING: 5/13/14

ITEM NO: 8.1

1'heValley o!Oppm'tutlity

TO: Mayor and City Council
FROM: Councilmember Ambrose
SUBJECT: Council Activities Report

RECOMMENDATION:

That the City Council accept and file the following report of CouncillMayor activities attended
during the current agenda period.

BACKGROUND:

Government Code Section 53232.3(d) requires members of a legislative body to provide brief
reports on meetings attended at the expense of the local agency at the next regular meeting of the
legislative body.

REPORT:

Since the last City Council meeting, I have attended the followingevents on behalfofthe City ofEl
Cajon:

April 24, 2014 ­
April 30, 2014 ­
May 1,2014­
May 1, 2014 ­
May 7, 2014­
May 7,2014­
May 9, 2014­
May 12, 2014 ­
May 13, 2014 -

Heartland Masonic Center Scholarship Ceremony
Police Volunteer Appreciation Lunch
National Day of Prayer East County Mayors Luncheon
Grand Opening of the Grossmont UHSD Administration Offices
Law Enforcement Memorial
Crisis House Project Homeless Connect
El Cajon Police Awards Ceremony
ECEDC Board Meeting
City Council Meeting, at 3:00 p.m.

I willbe happy to answer any questions you may have.

SUBMITTED BY,
,
f /l

f /j
V~r1J4- {I/nzkwru
Tony~r.nbrose r~Z'j
Councilmember ~eoL-/

1
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MEETING: 5/13/14

8.2ITEM NO: _

Mayor Wells, Mayor Pro Tem Kendrick
Councilmembers Bales, McClellan
Councilmember AmbroseFROM:

TO:
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SUBJECT: EI Cajon Incubator Business Program

RECOMMENDATION: That the City Council hear a presentation on an EI Cajon
Incubator Business Program.

BACKGROUND:

In conjunction with our City Council's emphasis on outstanding economicdevelopment within
our City, I believe that our community would benefit from the creation of an Incubator
Business Program that would be involved with assisting and encouraging new business
development within El Cajon. I wish to make a presentation to the City Council regarding
this important issue and opportunity.

FISCAL IMPACT:

None at this time.

SUBMITTED BY:

Tony &llbrose
Councilmember
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MEETING: 5/13/14

ITEM NO: 9.1

TO: Mayor and City Council
FROM: Councilmember Bales
SUBJECT: Council Activities Report

RECOMMENDATION:

That the City Council accept and file the following report of CouncillMayor activities
attended during the current agenda period.

BACKGROUND:

Government Code Section 53232.3(d) requires members of a legislative body to provide
briefreports on meetings attended at the expense of the local agency at the next regular
meeting of the legislative body.

REPORT:
Since the last City Council meeting, I have attended the following events on behalfof the
City of EI Cajon:

May 1,2014­
May 1, 2014­
May 5, 2014­
May 5, 2014­
May 9,2014­
May 12, 2014 ­
May 13, 2014-

Grossmont High School District Grand Reopening
Mayor's National Day of Prayer Event
Veteran Monument Committee Meeting
Meeting wi Thrivent Financial - Donald Neff
Police Awards Ceremony
Meeting wi City Manager
City Council Meeting at 3:00 p.m.

I will be happy to answer any questions you may have.

SUBMITTED BY,

'/
jj~

Star Bales
Councilmember

1
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TO: Mayor and City Council
FROM: Councilmember McClellan
SUBJECT: Council Activities Report

RECOMMENDATION:

MEETING: 5/13/14

ITEM NO: 10.1

That the City Council accept and file the following report of Council/Mayor activities
attended during the current agenda period.

BACKGROUND:

Government Code Section 53232.3(d) requires members of a legislative body to provide
brief reports on meetings attended at the expense of the local agency at the next regular
meeting of the legislative body.

REPORT:

Since the last City Council meeting, I have attended the following events on behalf of the
City of El Cajon:

May 8,2014­
May 13, 2014 -

MTS Executive Meeting
City Council Meeting at 3:00 p.m.

I will be happy to answer any questions you may have.

SUBMITTED BY,

&bef1keldt~
Boh McClellan
Councilmember
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FROM:
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Mayor Wells, Mayor Pro Tem Kendrick
Councilmember McClellan
Councilmembers Ambrose and Bales

MEETING: 5/13/14

ITEM NO: 11.1---=--.................._-

SUBJECT: Status Report Regarding Veteran's Memorial and Request for City
Assistance in Establishing a 501(C)

RECOMMENDATION: That the City Council agree to have the City lend technical/legal
assistance in the creation of a 501 (c) for the Veteran's Memorial effort.

BACKGROUND:

We will present an update regarding the community-wide effort to create a Veteran's
Memorial in EI Cajon as well as request that City Council agree to have the City provide
technical and legal assistance in the creation of a 501(c) for the Memorial.

FISCAL IMPACT:

Unknown at this time. Potential staff / legal time associated with preparation of a 501(c).

Tony A~brose r;J/iJ
Councilmember

Star Bales
Councilmember
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MEETING: 05/13/2014

ITEM NO :---:....;:13;..;...;.1:.....--_

The Valley ofOpportunity

TO:

FROM:

Mayor Wells, Mayor Pro Tern Kendrick, and
Councilmembers Ambrose, Bales and McClellan

City Attorney

SUBJECT: Moratorium on Approval of Any New Hookah and Electronic!
Vapor Substance Inhalation Shops and Lounges

RECOMMENDATION: That the City Council adopt an urgency ordinance to
establish a moratorium on the approval of any new hookah and electronic/vapor
substance inhalation shops and lounges (also called hookah bars, e-vap lounges or bars,
or vaping lounges), until staff has the opportunity to conduct a study to determine
what land use regulations might be necessary to address any possible adverse impacts
that these businesses might have on other properties, and the public, in the City.

BACKGROUND: The City ofEI Cajon has a long history of regulating the location
and activities of businesses conducting tobacco sales under its Zoning Code (see, for
example, section 17.45.150, requiring tobacco retailers to obtain a conditional use
perm.it) and tobacco use (see the City's tobacco retailers' license ordinance found at EI
Cajon Municipal Code Chapter 8.33). These regulations are intended to address both
health and safety concerns arising out of the exposure to minors of readily-available
tobacco products, and the impacts the location of such businesses and activities might
have on the community where there is a lack of land use controls.

On January 14,2014, and March 11,2014, the City Council heard testimony from the
public requesting amendments to the City's Municipal Code to regulate the
establishment of businesses that sell electronic/vapor substance inhalation products
(commonly referred to as "electronic cigarettes," "e-cigarettes," "hookahs," "water
pipes," "hookah pipes," and other similar devices, as well as such cartridges, substances
and additives used to experience the sensation of smoking vapors, tobacco and non­
tobacco substances) (collectively, "Electronic/Vapor Inhalation Products"), and to
consider amendments to the City's Municipal Code to regulate the consumption of
ElectronicNapor Inhalation Products in the City of EI Cajon. Those members of the
public have made such requests after discovering that these types of uses are not
subject to regulations under the City's Zoning Code or other ordinances that address
the retail sales or use of tobacco products.



City Council Agenda Report
Meeting: May 13, 2014
Item No. 13.1
Moratorium on Approval of Any New Hookah and
ElectronicNapor Substance Inhalation Shops and Lounges

The City Council has recognized the dramatic increase in the use of ElectronicNapor
Inhalation Products within the community, and the commensurate increase in
businesses offering ElectronicNapor Inhalation Products for sale to the public, and has
expressed concern that there may arise problems associated with unregulated uses of
commercial properties by businesses involved in the retail sale of ElectronicNapor
Inhalation Products for off-site consumption and businesses providing or selling such
products, as well as providing areas where customers can smoke or inhale vapor from
hookahs, electronic vapor devices, or electronic hookahs, often referred to as lounges or
bars ("Lounges").

The City Council has expressed its desire to reduce the health problems associated
with the sale of ElectronicNapor Inhalation Products, including the potential for harm
arising from the secondhand vapors emitted from such devices, and how these
emissions might affect non-smokers and those persons who find it objectionable to be
subject to the emissions in the public. The City Council has also become concerned
with the unregulated use of commercial property for Lounges, which might create
unwanted and undesirable activities in and around the properties where Lounges are
established, and has determined that local control through land use regulatory
authority is necessary to ensure public health, safety and welfare by addressing the
effects and impacts Lounges might have to the community.

Accordingly, the City Council has this opportunity to direct staff to undertake such
studies and research to determine whether it is necessary to modify the City's land use
regulations to adopt a legally enforceable method to regulate the establishment of
vendors of ElectronicNapor Inhalation Products and Lounges, similar to the City's
regulation of tobacco-related products in Chapter 17.240 of the EI Cajon Municipal
Code. While such studies are conducted, it is necessary to suspend the establishment
of these uses within the city on a temporary basis until an ordinance can be adopted to
create such regulations to protect the community.

As a result, the City Council may wish to consider adopting an interim ordinance to
establish a moratorium on the approval of any new locations of businesses that sell
ElectronicNapor Inhalation Products, and those operating Lounges. Currently, it is
lawful to sell ElectronicNapor Inhalation Products and to open and operate Lounges as
permitted uses, including operations 24 hours a day, in commercially zoned districts.
Interim urgency ordinances are authorized by Government Code section 65858 as a
means of suspending otherwise permitted land uses until studies can be properly
conducted to determine where, and how, the identified uses can be best located and
regulated in a city.
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The interim ordinance will be effective for a period of forty-five (45) days, during which
time staff will continue to study the effects such uses might have in the City, and
whether any changes to the City's Zoning Code and the Municipal Code should be
considered to address any adverse effects arising out of such operations through new
regulations, limitations, or selected locations. The initial interim ordinance may be
extended for up to a total of two (2) years. Any extensions will require notice and
public hearings on the proposed extension.

FISCAL IMPACT: Unknown; although limiting the types of uses in the City could
result in changes in business license revenues and property tax revenues.

PREPARED BY:



ORDINANCE NO.

AN INTERIM ORDINANCE ADOPTED AS
AN URGENCY MEASURE PURSUANT TO

CALIFORNIA GOVERNMENT CODE SECTION 65858
TO ESTABLISH A MORATORIUM ON

THE APPROVAL OF ANY NEW HOOKAH
AND ELECTRONICNAPOR SUBSTANCE

INHALATION SHOPS AND LOUNGES
IN THE CITY OF EL CAJON

THE CITY COUNCIL OF THE CITY OF EL CAJON DOESORDAIN AS FOLLOWS:

SECTION 1: Findings and Declaration of Intent.

That the City of EI Cajon has an overriding interest in planning and regulating the
use of property within the City. Implicit in any plan or regulation is the City's interest in
maintaining the quality of urban life and the character of the City's neighborhoods. Without
stable, well-planned neighborhoods, sections of the City can quickly deteriorate, with tragic
consequences to social, environmental, and economic values.

On January 14, 2014, and March 11,2014, the City Council heard testimony from
the public requesting amendments to the EI Cajon Municipal Code ("ECMC") to regulate,
through the City's Zoning Code ("Title 17" or "the ECMC"), the establishment of locations of
businesses that sell electronic/vapor inhalation products (commonly referred to as
"electronic cigarettes," lie-cigarettes," "hookahs," "water pipes," "hookah pipes," and other
similar devices, as well as such cartridges, substances, and additives used to experience
the sensation of smoking vapors, tobacco and non-tobacco substances) (collectively,
"ElectronicNapor Inhalation Products"), and as well as to consider amendments to the
ECMC to regulate the sales of ElectronicNapor Inhalation Products in the City of EICajon.

The City Council recognizes the dramatic increase in the use of ElectronicNapor
Inhalation Products within the community, and the commensurate increase in businesses
offering ElectronicNapor Inhalation Products for sale to the public and businesses
providing areas where customers can smoke or inhale vapor from hookahs, electronic
vapor devices, or electronic hookahs, often referred to as lounges or bars ("Lounges"); and
that the problems associated with the unregulated sale of ElectronicNapor Inhalation
Products, and the use of properties for Lounges, will lead to increased consumption of
such products by the youth of the community, thereby likely leading to unhealthy behavior
on the part of youth, with concerns related to the harmful effects ElectronicNapor
Inhalation Products could have on our youth. The City Council has also become concerned
with the unregulated use of commercial property for Lounges, which might create
unwanted and undesirable activities in and around the properties where Lounges are
established, and has determined that local control through land use regulatory authority is
necessary to ensure public health, safety and welfare by addressing the effects and
impacts Lounges might have to the community.

(Continued on Page 2)
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Accordingly, the City Council has an interest in modifying the City's land use
regulations to adopt a legally enforceable method to regulate the establishment of vendors
of ElectronicNapor Inhalation Products and businesses operating Lounges in the
community.

Amendments are needed in Title 17 (Zoning Code) of ECMC to accommodate this
change. Pursuant to ECMC Section 17.20.020, amendments to Title 17 can be initiated by
adoption of a resolution of intention by the City Council or the Planning Commission.
Resolution No. 020-14 was adopted by City Council on March 11,2014.

SECTION 2: Purpose.

The purpose of this ordinance is to place a moratorium on additional
ElectronicNapor Substance Inhalation Shops and Lounges from doing business in the City
of EI Cajon until such reasonable time as a detailed study of the possible adverse impacts
such establishments might have on commercial uses, may be made.

"ElectronicNapor Substance Inhalation Shops and Lounges" are defined as
those businesses that sell electronic/vapor substance inhalation products (commonly
referred to as "electronic cigarettes," "e-cigarettes," "hookahs," "water pipes," "hookah
pipes," and other similar devices, as well as such cartridges, substances and additives
used to experience the sensation of smoking vapors, tobacco and non-tobacco
substances) (collectively, "ElectronicNapor Inhalation Products"), both for off-site uses,
and on-site uses by providing areas where customers can smoke or inhale vapor from
hookahs, electronic vapor devices, or electronic hookahs, often referred to as lounges or
bars ("Lounges").

SECTION 3: Urgency.

This ordinance is an interim ordinance adopted as an urgency measure pursuant to
Government Code Section 65858 and is for the immediate preservation of the public
peace, health and welfare. The facts constituting the urgency are these:

Unregulated locating of such establishments may be in conflict with contemplated
zoning and other regulations to limit the number, location, and activities of such
establishments; to deter the increased use of ElectronicNapor Inhalation Products and
resulting health problems from such activities within the City's zones. Thus, in view of the
facts set forth in Section 1 of this ordinance, it is necessary to immediately study, hold
public hearings, and consider an amendment of the City's Zoning Ordinance and other
applicable ordinances, and the adoption of restrictions or regulations as they may be
recommended to the City Council by the Planning Commission. A comprehensive set of
restrictions and regulations cannot be enacted without due deliberation, and it will take an
indeterminate length of time to work out the details of such comprehensive restrictions. It
would be destructive of the proposed restrictions if, during the period they are being

(Continued on Page 3)
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studied and are the subject of public hearings, parties seeking to evade the operation of
these restrictions in the form which may be adopted should be permitted to operate in a
manner which might progress so far as to defeat in whole or in part the ultimate objective of
those restrictions.

SECTION 4: Condition.

That no persons, partnerships, corporations, or other entities shall commence doing
business as, nor shall a business license be issued to owners or operators of,
ElectronicNapor Substance Inhalation Shops and Lounges, as defined herein, except
those establishments specifically excluded herein, until such reasonable time as a detailed
study may be made and the zoning and/or any necessary specific plan amendment, and
public hearing processes pertaining to these matters is completed, or until June 28,2014,
whichever occurs sooner, except as may be extended as provided by Government Code
Section 65858.

SECTION 5: Regulation.

(A) Notwithstanding any provision of ECMC to the contrary, no persons,
partnerships, corporations, or other entities, shall be issued business
licenses, or special operation licenses, to operate businesses as
ElectronicNapor Substance Inhalation Shops and Lounges as defined
herein, within the City of EI Cajon.

(B) Establishments excluded from this ordinance are those establishments
already in operation at the time of the enactment this Urgency Ordinance.

SECTION 6: Taking Effect.

This ordinance shall take effect immediately upon passage by a 4/5ths vote of the
City Council, and in accordance with Government Code Section 65858 and EI Cajon
Municipal Code Section 17.15.100 and is of no further force or effect on the date that the
above-mentioned zoning ordinance becomes operative, or until June 28,2014, whichever
is sooner, except as may be extended as provided by said sections.
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