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TITLE:
To amend the administrative code of the city of New York, in relation to prohibiting for-hire vehicles from charging excessive rates.
ADMINISTRATIVE CODE:
Chapter 5 of title 19 of the administrative code of the city of New York is amended by adding a new section 19-543.
INTRODUCTION

On January 12, 2015, the Committee on Transportation, chaired by Council Member 

Ydanis Rodriguez, will hold a hearing on Int. No. 556, which would prohibit for-hire vehicles from charging excessive rates. This will be the first hearing on this bill. The Committee expects to hear testimony from New York City Taxi and Limousine Commission (TLC), operators of for-hire vehicle services, as well as transit advocates and other interested stakeholders. 
BACKGROUND
Certain for-hire vehicle services, such as Uber Technologies (Uber) and Lyft Inc. (Lyft), allow passengers to request a ride via smartphone applications.
 New York City’s comprehensive regulatory scheme of for-hire vehicles 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.
 The TLC’s regulation and supervision powers also extend to the “rates and fares to be collected.”
 While rates for yellow taxicabs and street hail liveries (also known as green or boro cabs) are standardized and must be approved by the TLC, the agency does not set rates for black car providers such as Uber and Lyft.
 Instead, the TLC monitors rates through the submission of a “rate of fare book” submitted by black car base stations, which lists the station’s current rate and states whether such rate is structured through zones or a listing of possible destinations and corresponding fares.
 
As black car services have a great deal of flexibility in setting rates, some companies use a model known as dynamic pricing. Dynamic pricing—commonly used by airlines and hotels, as well as certain retailers such as Amazon—sets prices for goods and services based on consumer demand and available supply.
 Uber utilizes a model known as “surge pricing” that charges customers an increased fare, generally displayed as a multiplier of the standard rate, during times of peak demand, such as during inclement weather and on holidays.
 According to Uber, surge pricing serves as an incentive to drivers to begin providing service.
 Once the number of available drivers increases, rates decrease in turn.
 

Lyft also utilizes a form of dynamic pricing known as “Prime Time” that adds a percentage of the total cost of a trip onto the base fare.
 Both Prime Time and Uber’s surge pricing are automated, set to turn on and off based on available supply and demand.
 The percentage of the fare retained by the driver remains the same regardless of whether a service is utilizing dynamic pricing. 
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 limits 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.
 The agreement—which does not cover events such as holidays—expires in 2017 and only applies to Uber, potentially allowing other new services to utilize any dynamic pricing scheme they so choose. Int. No. 556 utilizes the same general pricing scheme used in the State Attorney General’s agreement with Uber.
ANALYSIS

Section one of Int. No. 556 would amend chapter 5 of title 19 of the administrative code of the city of New York by adding a new section 19-543. New section 19-543 would prohibit drivers of for-hire vehicles from charging excessive rates. Subdivision a of new section 19-543 would prohibit a driver of a for-hire vehicle from charging a fare over 100% higher than the normal range of prices. The normal range of prices would be determined by identifying the fourth highest rate charged by the base station dispatching the for-hire vehicle in question, on four separate days, during the previous 60 days. Subdivision b of new section 19-543 would provide that any driver who is found to have charged an excessive rate would be subject to a civil penalty of $200 to $500 for the first offense. Those committing a second offense within 24 months would be subject to a civil penalty of $350 to $1,000 and could have their TLC license suspended for no more than 30 days. 

Section two of Int. No. 556 states that the local law would take effect 90 days after it is enacted into law, provided that the TLC take necessary action, including promulgating rules, prior to such date.
Int. No. 556

 By Council Members Greenfield, Arroyo, Crowley, Gentile, Koo, Koslowitz and Mendez
A LOCAL LAW

 

To amend the administrative code of the city of New York, in relation to prohibiting for hire vehicles from charging excessive rates.
Be it enacted by the Council as follows:
Section 1. Chapter 5 of title 19 of the administrative code of the city of New York is amended by adding a new section 19-543 to read as follows:
§ 19-543 Prohibition on charging excessive rates. a. No driver of a for-hire vehicle shall charge a fare that is greater than 100 percent higher than the normal range of prices. The normal range of prices shall be determined by identifying the fourth highest rate charged by the base station dispatching such vehicle, on four separate days, during the previous sixty days.

b. Any driver who has been found to have violated subdivision a of this section shall be subject to a civil penalty not less than two hundred dollars nor more than five hundred dollars for the first offense. Any driver who has been found in violation of such subdivision for a second time within a twenty-four month period shall be subject to a civil penalty of not less than three hundred fifty dollars nor more than one thousand dollars, and the commission may suspend the commission issued driver’s license of such driver for a period not to exceed thirty days. 
§ 2. This local law shall take effect ninety days after its enactment into law, except that the Taxi and Limousine Commission shall take all necessary action, including the promulgation of rules, prior to such effective date.
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