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INTRODUCTION


On December 3, 2014, the Committee on Transportation, chaired by Council Member Ydanis Rodriguez, will hold an oversight hearing entitled “Oversight - App Technology and the Transformation of the Taxi and For-Hire Industries.” The hearing will examine the impact new smartphone applications and other emerging technology are having on the taxi and for-hire vehicle industries, the New York City Taxi and Limousine Commission (TLC), and the riding public. The Committee expects to hear testimony from representatives of the TLC, the taxi and for-hire vehicle industries, as well as other interested stakeholders and advocates.  
BACKGROUND

New York City’s population size and density has long merited a public transit system requiring both mass transit options such as the buses and subways, as well as on demand and pre-arranged vehicle services. Throughout the City’s history, regulation of the for-hire vehicle industries has evolved with the market and technological advances. From the development of the medallion system in 1937 under Mayor Fiorello La Guardia to the creation of the TLC in 1971, City government has worked to protect the riding public by consistently adapting.
 The taxi and for-hire vehicle industries are now once again facing significant changes as a result of developing technologies and new players in the field, such as Uber Technologies (Uber) and Lyft Inc. (Lyft), which allow passengers to request a ride via smartphone applications.
App-Based Services

The advent of modern cellular phone technology incorporating more advanced computing functions into handheld, relatively affordable “smartphones” capable of remote internet access allows consumers to perform a wide array on functions through downloaded applications (apps) developed by third-parties.
 The rise of smartphones coincided with the development of the so-called “sharing economy”—which links consumers to peers providing a service, such as transportation or lodging—resulting in a model of non-professional drivers offering passengers transportation in their own vehicle known as ridesharing.
 New York City’s comprehensive regulatory scheme of taxis and for-hire vehicles generally prohibits traditional ride-sharing, as it requires drivers to have a TLC license, be affiliated with a base station, receive regular drug testing, and pass a background check.
 Further, vehicles used for such services must be inspected and adhere to certain safety requirements.

Uber launched in New York City in May 2011, just over a year after the company began operations in San Francisco.
 While Uber has utilized the traditional ridesharing model in many cities, currently, Uber drivers and their vehicles in New York City are licensed by the TLC and operate as black cars.
 Users of Uber’s app may choose UberT, a taxi request authorized through the TLC’s e-hail program, discussed in further detail below; UberX, a low-cost black car service; or original Uber, a traditional black car service.
 As of October 2014, Uber owned four black car bases in New York City, with approximately 3,000 drivers affiliated with such bases.

In July 2014, Lyft announced that it would operate in New York City using its model of “neighbors driving neighbors in their personal cars.”
 Both State and local officials warned Lyft it could not legally proceed without conforming to rules that apply to all other for-hire vehicle services in the City.
 On the day before Lyft’s planned launch, a State justice orally ordered its postponement.
 Lyft later reached agreements with the City and State, conforming its operations to TLC standards and currently operates as a black car service.
 Lyft, primarily relying on a business model in which their app dispatches drivers affiliated with another base, is currently estimated to only have ten drivers affiliated with the company’s sole base.

Israeli start-up GetTaxi Inc., known locally as Gett, also recently entered the New York City market and began operating as TLC-licensed black car service, offering $10 rides in Manhattan through the end of 2014.
 Many local, traditional for-hire vehicle service providers, such as Carmel and Dial 7, now also offer service through smartphone apps.

The increased demand for taxi and for-hire app service has not supported all new entrants into the market. A number of providers offering traditional ride-sharing services featuring drivers and vehicles not licensed through the TLC choosing to end their local operations. In 2013, SideCar Technologies and Relay Rides suspended operations in New York City. Both companies faced government scrutiny, with SideCar ceasing local service after an administrative court judge ruled that the company could not even offer free rides without violating City law, while New York State’s Superintendent of Financial Services, Benjamin M. Lawsky, ordered RelayRides to “cease and desist its repeated false advertising and violations of insurance law” as such practices put the public at risk.
 In October 2014, Hailo Network Ltd. (Hailo) a participant in the TLC’s e-hail program, discussed in further detail below, announced its withdrawal from North American markets.
 

Concerns with App-Based Services

The rise in popularity of app-based for-hire vehicle services has raised a number of concerns regarding the operation and  business practices of such companies.
 Uber’s use of “surge pricing”—the practice of charging customers up to eight times the standard rate during times of peak demand, such as during inclement weather and on holidays—drew the attention of State officials.
 In July 2014, the New York State Attorney General reached a settlement with Uber prohibiting the company from utilizing surge pricing during “abnormal disruptions in the market such as “stress of weather,” strikes, and national or local emergencies.
 Under the agreement, during such disruptions, Uber will limit its prices to normal range of prices it charged in the preceding sixty days, excluding the three highest prices charged on different days during such period.

Some Uber drivers in New York City have organized protests of their employer, claiming their wages and working conditions have suffered as the company lowers rates to stay competitive.
 Uber argues that such drivers comprise an extremely small percentage of its drivers and that hourly wages have increased 11.8 percent since October 2013.

Strong competition between new for-hire vehicle services in New York City has led to aggressive measures to hire and retain drivers. Uber’s recruitment tactics were called into question after company utilized a program known as “Operation SLOG” to lure drivers from other services through the use of undercover brand ambassadors.
 Lyft has alleged that during its effort to recruit its driver, those operating on behalf of Uber booked and canceled more than 5,000 Lyft rides.

The company also received criticism regarding its handling of privacy issues and relationship with the press. Certain Uber employees have access to tool known as “God View” that allows them to view a passenger’s location without their permission.
 Shortly after a journalist accused Uber’s New York general manager of tracking her in violation of the company’s own policy, Uber announced that it retained a law firm to conduct a review of the company’s use of passenger data and issues related to privacy.
 
The changing landscape of the taxi and for-hire industry recently drew the attention of local regulators. In late 2014, the TLC began considering rules that would impact how livery and black car bases dispatch drivers and maintain records.
 The rules were in part prompted by the influx of new app based companies such as Uber and Lyft, the latter of which relies primarily on drivers affiliated with other bases. The first draft of the rules, heard at a public hearing in October 2014, required bases to have consent before dispatching a driver from another base via an agreement, mandated that bases electronically share trip records, and prohibited 'cross dispatching' (such as a black car base dispatching a livery vehicle). Uber and Lyft opposed the base station agreements, while many livery base owners supported requiring consent before dispatching a vehicle affiliated with another base.
 On November 17, 2014 the TLC amended their proposed dispatch rules, removing the requirement for agreements between bases. The full Commission voted to adopt the amended rules shortly thereafter.
 
E-hail Applications
The popularity of app-based services allowing consumers to electronically request rides prompted consideration of the use of technology to request taxi service. In 2012, Uber attempted to launch an e-hail program which allowed users to electronically “hail” a taxi, but the TLC quickly informed taxi drivers and owners that such applications violated the Commission’s rules and to refrain from their use.
 However, in December 2012, the TLC adopted a twelve-month pilot program to allow taxis to be electronically hailed and passengers to pay through a smartphone “e-hail app.”


Shortly after the TLC approved the pilot, the program was challenged by a group representing the black car industry—later joined by an association of taxi medallion owners—as an impermissible exercise of power by the TLC.
 Following a series of decisions and a court-ordered hold on the program, the TLC eventually prevailed after a State appellate court dismissed the challenge.
 In April 2013, the TLC approved Uber’s “UberT” service as the first e-hail application provider in New York City.
 Hailo followed Uber in gaining approval in spring 2013 to join the Taxi and Limousine Commission’s “e-hail” pilot program to let passengers hail taxis with their phones instead of just on the street.
 
Under the pilot, e-hail apps can be used to request a hail for a taxi, excluding airports, so long as a driver is within half a mile if the request originated in the Manhattan Central Business District or 1.5 miles if elsewhere in the City.
 The program allows for apps to charge a fee for the service, but such a charge must clearly distinct from the fare. In order to prevent overcharging passengers, any app allowing electronic payment must be integrated with the TLC’s Taxi Passenger Enhancement Program, known as TPEP.
 TPEP allows passengers to pay by credit or debit cards and view the vehicle’s location on a monitor in the backseat.
 The pilot program also included numerous standards designed to ensure payment security and passenger privacy.


Between June 2013 and February 2014, 237,328 users e-hailed taxis more than 1.4 million times.
 However, overall, e-hails only comprised less than .5 percent of all taxi pickups.
 E-hailing has been most prevalent outside of the Central Manhattan Business District, with more than 50 percent of pick-ups in Brooklyn north of Prospect Park.
 By comparison, only 2.7 percent of all taxi pickups occur in the same area of Brooklyn.
 
In a review of the first year of the program, the TLC concluded e-hail apps “increase the efficiency by which passengers and drivers are connected in certain lower-trafficked areas and they do so without negatively impacting the [for-hire vehicle] industry or general taxi hailing public.”

Taxi Medallions


As app-based services grow in popularity, the value of taxi medallions has fallen in New York City and around the country. Currently, medallion prices are down 17 percent from a peak in early 2013, with the average price of an individual City medallion down to $872,000.
 The TLC previously posted information on its website showing that prices for medallions were largely unchanged.
 The information was removed after the TLC was contacted by The New York Times in advance of the publication of an article on medallion pricing.


The price of taxi medallions impacts not only the industry itself, but the City’s budget. Mayor Bill de Blasio’s June executive budget projected $766 million in revenue from the sale of 550 taxi medallions.
 However, the City’s November Financial Plan called for the sale of just 200 medallions, resulting in a $506 million decrease in revenue estimates.

CONCLUSION
The influx of new app-based providers has provided passengers with increased choice, as well as discounted and free rides as services compete for business. However, concerns regarding privacy, market domination by certain players, and the long-term impact on the for-hire vehicle industry in New York City remain. Today, the Committee will explore the TLC’s response to the changing taxi and for-hire vehicle industries and current and future impacts on the riding public. 
� PBS, Taxi History, � HYPERLINK "http://www.pbs.org/wnet/taxidreams/history/index.html" �http://www.pbs.org/wnet/taxidreams/history/index.html� (last accessed Dec. 1, 2014). 


� Brad Reed, A Brief History of Smartphones, Jun. 18, 2010, TechHive, available at � HYPERLINK "http://www.techhive.com/article/199243/a_brief_history_of_smartphones.html" �http://www.techhive.com/article/199243/a_brief_history_of_smartphones.html�. 


� Natasha Singer, In the Sharing Economy, Workers Find Both Freedom and Uncertainty, Aug. 16, 2014, N.Y. Times, available at � HYPERLINK "http://www.nytimes.com/2014/08/17/technology/in-the-sharing-economy-workers-find-both-freedom-and-uncertainty.html" �http://www.nytimes.com/2014/08/17/technology/in-the-sharing-economy-workers-find-both-freedom-and-uncertainty.html�. 


� N.Y.C. Taxi and Limousine Commission, About TLC, � HYPERLINK "http://www.nyc.gov/html/tlc/html/about/about.shtml" �http://www.nyc.gov/html/tlc/html/about/about.shtml� (last accessed Dec. 2, 2014).


� Id.


� Uber NYC Launches Service, May 5, 2013, Uber Blog, available at � HYPERLINK "http://blog.uber.com/2011/05/03/uber-nyc-launches-service/" �http://blog.uber.com/2011/05/03/uber-nyc-launches-service/�; Uber’s Founding, Oct. 22, 2010, Uber Blog, available at � HYPERLINK "http://blog.uber.com/2010/12/22/ubers-founding/" �http://blog.uber.com/2010/12/22/ubers-founding/�. 


� Uber, TLC Requirements, � HYPERLINK "http://www.driveubernyc.com/tlc-overview/" �http://www.driveubernyc.com/tlc-overview/� (last accessed Dec. 2, 2014). 


� Uber, New York City, � HYPERLINK "https://www.uber.com/cities/new-york" �https://www.uber.com/cities/new-york� (last accessed Dec. 2, 2014). 


� Ted Mann, Car-Service App Hits the Fast Lane, Oct. 9, 2014, Wall Street Journal, available at � HYPERLINK "http://online.wsj.com/articles/SB10001424052702304520704579125912838334576" �http://online.wsj.com/articles/SB10001424052702304520704579125912838334576�. 


� Matt Flegenheimer, Car-Hailing Service, Lyft, Reaches Deal to Operate in New York City, Jul. 25, 2014, N.Y. Times, available at � HYPERLINK "http://www.nytimes.com/2014/07/26/nyregion/lyft-reaches-deal-to-operate-car-hailing-service-in-new-york.html" �http://www.nytimes.com/2014/07/26/nyregion/lyft-reaches-deal-to-operate-car-hailing-service-in-new-york.html�. 


� Id.


� Id.


� Id.


� Johana Bhuiyan, In a Win for Uber, Taxi and Limousine Commission Revises Proposed One-Base Rule, Nov. 19, 2014, Buzzfeed, � HYPERLINK "http://www.buzzfeed.com/johanabhuiyan/in-a-win-for-uber-taxi-and-limousine-commission-revises-prop" �http://www.buzzfeed.com/johanabhuiyan/in-a-win-for-uber-taxi-and-limousine-commission-revises-prop�. 


� Doni Bloomfield, GetTaxi Offering $10 Manhattan Rides to Challenge Uber, Sept. 5, 2014, Bloomberg, available at � HYPERLINK "http://www.bloomberg.com/news/2014-09-05/gettaxi-offering-10-manhattan-rides-to-challenge-uber.html" �http://www.bloomberg.com/news/2014-09-05/gettaxi-offering-10-manhattan-rides-to-challenge-uber.html�. 


� Ted Mann, supra note 9. 


� Yuliya Chernova, N.Y. Shutsdown for SideCar, RelayRides Highlight Hurdles for Car- and Ride-Sharing Startups, May 15, 2013, Wall Street Journal, available at � HYPERLINK "http://blogs.wsj.com/venturecapital/2013/05/15/n-y-shutdowns-for-sidecar-relayrides-highlight-hurdles-for-car-and-ride-sharing-startups/" �http://blogs.wsj.com/venturecapital/2013/05/15/n-y-shutdowns-for-sidecar-relayrides-highlight-hurdles-for-car-and-ride-sharing-startups/�; Press Release, N.Y. State Department of Financial Services, Superintendent Lawsky Orders ‘RelayRides’ Car-Sharing Service to Cease and Desist its Repeated False Advertising and Violations of Insurance Law, Company Will Stop Doing Business in New York Until Further Notice, May 15, 2013, available at � HYPERLINK "http://www.dfs.ny.gov/about/press2013/pr1305151.htm" �http://www.dfs.ny.gov/about/press2013/pr1305151.htm�. 


� Lisa Fleisher and Andrew Tangel, Hailo Hangs Up on U.S. App-Driven Taxi Service, Oct. 14, 2014, Wall Street Journal, available at � HYPERLINK "http://online.wsj.com/articles/hailo-hangs-up-on-u-s-app-driven-taxi-service-1413335668" �http://online.wsj.com/articles/hailo-hangs-up-on-u-s-app-driven-taxi-service-1413335668�. 


� David Streitfeld, Rough Patch for Uber Service’s Challenge to Taxis, Jan. 27, 2014, N.Y. Times, available at � HYPERLINK "http://www.nytimes.com/2014/01/27/technology/rough-patch-for-uber-services-challenge-to-taxis.html?emc=eta1" �http://www.nytimes.com/2014/01/27/technology/rough-patch-for-uber-services-challenge-to-taxis.html?emc=eta1�. 


� Joe Coscarelli, The Uber Hangover, N.Y. Magazine, Dec. 27, 2013, available at � HYPERLINK "http://nymag.com/daily/intelligencer/2013/12/uber-surge-pricing-model.html" �http://nymag.com/daily/intelligencer/2013/12/uber-surge-pricing-model.html�. 


� Letter from N.Y. Attorney General Eric T. Schneiderman to Uber Technologies, Inc, Jul. 8, 2014, available at � HYPERLINK "http://www.ag.ny.gov/pdfs/Uber_Letter_Agreement.pdf" �http://www.ag.ny.gov/pdfs/Uber_Letter_Agreement.pdf�. 


� Id.


� Kaja Whitehouse, Uber drivers in New York strike to protest low pay, Oct. 22, 2014, N.Y. Post, available at � HYPERLINK "http://nypost.com/2014/10/22/uber-drivers-in-new-york-strike-to-protest-lower-pay/" �http://nypost.com/2014/10/22/uber-drivers-in-new-york-strike-to-protest-lower-pay/�. 


� Id. 


� Alyson Shontell, Operation Slog: Uber’s Aggressive Plan to Steal Lyft’s Drivers, Revealed, Aug. 26, 2014, Business Insider, available at � HYPERLINK "http://www.businessinsider.com/ubers-operation-slog-against-lyft-2014-8" �http://www.businessinsider.com/ubers-operation-slog-against-lyft-2014-8�.  


� Id.


� Maya Kosoff, Uber’s Top New York Executive Is Being Investigated After Using Uber’s ‘God View’ Tool To Track A Journalist’s Location, Nov. 19, 2014, Business Insider, available at � HYPERLINK "http://www.businessinsider.com/ubers-new-york-manager-investigated-for-using-god-view-2014-11" �http://www.businessinsider.com/ubers-new-york-manager-investigated-for-using-god-view-2014-11�. 


� Id.; Serena Saitto, At $40 Billion, Uber Would Eclipse Twitter and Hertz, Nov. 26, 2014, Bloomberg, available at � HYPERLINK "http://www.bloomberg.com/news/2014-11-26/uber-said-close-to-raising-funding-at-up-to-40b-value.html" �http://www.bloomberg.com/news/2014-11-26/uber-said-close-to-raising-funding-at-up-to-40b-value.html�. 


� N.Y.C. Taxi and Limousine Commission, FHV Dispatch Rules, heard Oct. 16, 2014, available at � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/proposed_rule_fhv_dispatch_rules.pdf" �http://www.nyc.gov/html/tlc/downloads/pdf/proposed_rule_fhv_dispatch_rules.pdf�. 


� Andrew J. Hawkins, Uber, Lyfy can’t hack new taxi rule, Oct. 16, 2014, Crain’s, available at � HYPERLINK "http://www.crainsnewyork.com/article/20141016/BLOGS04/141019896/uber-lyft-cant-hack-new-taxi-rule" �http://www.crainsnewyork.com/article/20141016/BLOGS04/141019896/uber-lyft-cant-hack-new-taxi-rule�. 


� N.Y.C. Taxi and Limousine Commission, FHV Dispatch Rules, heard and voted Nov, 20, 2014, available at � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/fhv_dispatch_rule_final_11_20_14.pdf" �http://www.nyc.gov/html/tlc/downloads/pdf/fhv_dispatch_rule_final_11_20_14.pdf�. 


� N.Y.C. Taxi and Limousine Commission, Electronic Hailing and Payment, Sept. 6, 2012, available at � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/industry_notice_12_31.pdf" �http://www.nyc.gov/html/tlc/downloads/pdf/industry_notice_12_31.pdf�. 


� N.Y.C. Taxi and Limousine Commission, Resolution Approving A Pilot Program To Evaluate Electronic Hail Applications, Dec. 13, 2012, available at � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/ehail_pilot_res_final_as_passed_12_13_12.pdf" �http://www.nyc.gov/html/tlc/downloads/pdf/ehail_pilot_res_final_as_passed_12_13_12.pdf�. 


� Black Car Assistance Corp. v. The City of New York, 2013 WL 1808082 (N.Y.Sup.).


� Id.; Barbara Ross, et. al, Appellate judge puts the brakes on e-hail taxi app as livery cabs cry foul, May 1, 2013, N.Y. Daily News, available at � HYPERLINK "http://www.nydailynews.com/new-york/judge-puts-brakes-e-hail-taxi-app-article-1.1332551" �http://www.nydailynews.com/new-york/judge-puts-brakes-e-hail-taxi-app-article-1.1332551�; Black Car Assistance Corp. v. City of New York, 110 A.D.3d 618 (App. Div. 2013); Press Release, N.Y.C. Law Department, Appeals Court Unanimously Upholds Lower Court Decision to Dismiss Challenge to City’s E-Hail Pilot, Oct. 29, 2013, available at � HYPERLINK "http://www.nyc.gov/html/law/downloads/pdf/E-Hail%20Appeals%20%20Win.pdf" �http://www.nyc.gov/html/law/downloads/pdf/E-Hail%20Appeals%20%20Win.pdf�. 


� N.Y.C. Taxi and Limousine Commission, TLC Approves First E-Hail App Provider For Service in NYC Taxicab, Apr. 26, 2013, available at � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/industry_notice_13_12.pdf" �http://www.nyc.gov/html/tlc/downloads/pdf/industry_notice_13_12.pdf�. 


� Lisa Fleisher and Andrew Tangel, supra note 18.


� Id. at 3. The Manhattan Central Business District is defined by the TLC as Manhattan south of 59th Street. 


� Id. at 4.


� N.Y.C. Taxi and Limousine Commission, Taxicab Passenger Enhancement Project (T-PEP), � HYPERLINK "http://www.nyc.gov/html/tlc/html/passenger/taxicab_serv_enh.shtml" �http://www.nyc.gov/html/tlc/html/passenger/taxicab_serv_enh.shtml� (last accessed Nov. 30, 2014). 


� N.Y.C. Taxi and Limousine Commission, TLC Approves First E-Hail App Provider For Service in NYC Taxicab, Apr. 26, 2013, available at � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/industry_notice_13_12.pdf" ��http://www.nyc.gov/html/tlc/downloads/pdf/industry_notice_13_12.pdf�. At 4-5. 


� N.Y.C. Taxi and Limousine Commission, E-Hail Pilot Program 2 (Jun. 2014), available at � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/ehail_q3_report_final.pdf" �http://www.nyc.gov/html/tlc/downloads/pdf/ehail_q3_report_final.pdf�. 


� Id. at 3. 


� Id. at 4. 


� Id. 


� Id. at 10.


� Josh Barro, Under Pressure From Uber, Taxi Medallion Prices are Plummeting, Nov. 27, 2014, N.Y. Times, available at � HYPERLINK "http://www.nytimes.com/2014/11/28/upshot/under-pressure-from-uber-taxi-medallion-prices-are-plummeting.html" ��http://www.nytimes.com/2014/11/28/upshot/under-pressure-from-uber-taxi-medallion-prices-are-plummeting.html�.  


� Id.   


� Id.  


� Kristen Meriwether, Hailing Higher Tax Revenue, City Lowers Expected Taxi Haul, Nov. 26, 2014, Gotham Gazette, available at � HYPERLINK "http://www.gothamgazette.com/index.php/government/5449-hailing-higher-tax-revenue-city-lowers-expected-taxi-haul" �http://www.gothamgazette.com/index.php/government/5449-hailing-higher-tax-revenue-city-lowers-expected-taxi-haul�.


� Id. 





9

