Memorandum

To:
Mayor and Members of the City Council

From:
Charles Cunningham, Finance Director

Cc:    
Frank Salvato, City Manager


Ted Hejl, City Attorney

Date:
December 12, 2002
Re:     Amendment to Ordinance 2001-14 

Ordinance 2001-14 was adopted in March of 2001 with the intent to broaden the payment options that customers of City services could have.  Most specifically it was to help those with cash flow problems pay their utility bills on time thus avoiding the 10% penalty and in extreme cases a $25.00 reconnect fee.  It also makes it easier for defendants to post bail or pay the full amount of an assessed fine, rather than having to pay in several installments. 

Efforts to activate this program through locally connected credit card companies were not successful initially and as a result, the implementation process lost some of its momentum.  However, since it had been successfully used in some other cities, additional efforts were made to locate other credit card service companies.  Having found such a company, discussions were held with its representatives to determine the requirements and procedures for implementing the program. In these discussions, it was found that most cities using the service employ a flat processing fee of anywhere from $3.00 to $5.00 per transaction rather than charge a percentage of the transaction amount.  Their experience has shown that the costs of the service compared to the revenue generated tends to average out over time, where there is neither a net loss nor a net gain to the City.  A flat rate should encourage the use of a credit card to pay for City services in cases where the charge is over $100.00. For example, posting a bond of $ 500 would cost an additional  $20 under the current Ordinance as opposed to $4.00 under the flat rate.  

The processing fee is intended to recover the City’s cost of processing charges of the credit card service company and amortization of the credit card processing machines, whether they are leased or purchased outright.  If the Council adopts this proposed amendment to Ordinance 2001-14, a proposal for contracting for services with a credit card processing company and acquiring the necessary equipment will be submitted to the City Council for approval at a later date.     

Following is a copy of the Amendment to Ordinance 2001-14 for your review and consideration. 

ORDINANCE NO. 2002-45
AN ORDINANCE AMENDING CREDIT CARD  ORDINANCE NO. 2001-14 ADOPTED ON MARCH 27, 2001 BY CHANGING THE “PROCESSING FEE” DEFINED IN SECTION 3.0 FROM A PERCENTAGE BASED FEE TO A FLAT FEE AND PUTTING A LIMIT ON THE MINIMUM AMOUNT THAT CAN BE PAID TO THE CITY BY CREDIT CARD 


WHEREAS, the Taylor City Council passed Credit Card  Ordinance No. 2001-14 on March 27, 2001; and


WHEREAS, the City Council desires to amend Ordinance No. 2002-14, to change the “Processing Fee” from a percentage base amount of 4% of the transaction amount to a flat fee of $4.00 for each transaction and to add a limit to the minimum amount that can be paid by credit card to $25.00 for any single transaction.


NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF TAYLOR, TEXAS, that:

SECTION 1.0
All of the facts recited in the preamble to this Ordinance are hereby found by the City Council to be true and correct and are incorporated by reference herein and expressly made a part hereof, as if copied herein verbatim.

SECTION 2.0
Section 3.0, “Processing Fee,” of Ordinance No. 2002-14 is amended as follows:

The City shall charge a processing fee for accepting credit card payments in an amount established by the City Commission  Council, but such processing fee shall not exceed the maximum fee allowed by law. Fees, fines, court costs and other charges in an amount less than twenty-five dollars ($25.00) are not permitted to be paid by credit card. The processing fee that shall be charged by the City until later changed by the City Commission Council shall be four dollars ($4.00) for each transaction  percent (4%) of the amount of the fee, fine, court cost or other charge paid by credit card and shall be in addition to the original amount owed to the City and paid by credit card. The processing charge shall be paid by the user making payment by credit card to the City. 

SECTION 3.0
All other provisions of Ordinance No. 2001-14 of the City of Taylor, Texas, shall remain in full force and effect.

SECTION 4.0
In accordance with Article VIII, Section 1 of the City Charter, this Ordinance was introduced before the City Council of the City of Taylor, Texas, on the 17th day of December, 2002.

PASSED, APPROVED and ADOPTED on the ____day of _______, 2003.

___________________________

Jeffrey M. Berger, Mayor

City of Taylor

ATTEST:

______________________________

Barbara S. Belz, City Clerk
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