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INTRODUCTION


On February 27, 2017, the Committee on Transportation, chaired by Council Member Ydanis Rodriguez, will hold a hearing on Int. No. 1474, a Local Law in relation to taxicab licenses, and Int. No. 1475, a Local Law in relation to the definition of ownership and use of a licensed taxicab. This is the first hearing on these items. At this hearing, the Committee expects to hear testimony from the New York City Taxi and Limousine Commission (“TLC”) and other interested stakeholders. 

BACKGROUND

In 1937, in response to “an overabundance of taxis that depressed driver earnings and congested city streets,” New York City’s Board of Aldermen, the predecessor to the City Council, adopted the Haas Act, which instituted the medallion system that persists to this day.
 The Act imposed a moratorium on the issuance of new taxicab licenses, effectively capping the number of taxis on the streets.
 Crucially, the Act allowed for the transfer of licenses, or “medallions,” between owners as long as the City approved of the new owner’s qualifications.
 This transferability, combined with a limit on the overall number of medallions allowed, caused a taxi medallion to become a valuable asset. Medallion taxis are the only vehicles allowed to pick up street hails throughout all five boroughs, with the exclusive right to pick up street hails in the “exclusionary zone” (below East 96th and West 110th Streets in Manhattan as well as JFK and LaGuardia airports).
 Fares are set by the City.
 

There are currently two different types of taxi medallions: an independent medallion and a mini-fleet medallion.
 Mini-fleet medallions must be owned in groups of at least two.
 Many mini-fleet medallion owners maintain a fleet of taxi vehicles that are leased to drivers on a per shift basis.
 On the other hand, the owner of an independent medallion may only own one medallion.
 Historically, owners of independent medallions typically operated as owner-drivers who owned both the medallion and the taxi vehicle. Many were further required to personally drive their taxis for a minimum number of hours or shifts each year. This requirement was intended to “promote safety and quality customer service, in the belief that taxicab drivers who own a medallion would operate the medallion more responsibly than those who did not because of their financial stake in their medallion.”
 However, beginning in 2011, in response to discussions with the industry, TLC gradually loosened these requirements before ultimately eliminating them in February 2016.
 According to TLC, because its various Vision Zero-related initiatives are intended to promote driving safety for all drivers, including those who own and drive their medallion taxis, “specific requirements to promote driver safety for this category of licensee [were] no longer needed.”
 The Administrative Code requires the ratio of mini-fleet to individual medallions, currently at approximately 60 percent mini-fleet and 40 percent individual, to remain constant.


When medallions first began being traded after World War II, the average price was $2,500.
 In subsequent decades, the value of a medallion increased exponentially. For instance, between 2004 and 2012 the average annual price of independent medallions increased 260 percent while the average annual price of mini-fleet medallions increased 321 percent over the same time period.
 By 2013, the average price of an independent medallion was approximately

$967,000 and approximately $1.15 million for a mini-fleet medallion.
 Medallion prices reached a peak of about $1.3 million in 2013 and 2014, though industry experts have cautioned that those values may have been inflated.


By many accounts, the situation today is significantly different. A review of postings on nycitycab.com of medallions for sale so far in February 2017 reveal asking prices between $425,000 and $650,000.
 In March 2016, TLC Chair Meera Joshi testified at the Committee’s preliminary budget hearing that the medallion market was essentially “frozen,” with “a lot less transactions” occurring compared to previous years, and cited that as a reason the City had decided to postpone a planned sale of new medallions.
 In 2011, the State authorized the City to sell 2,000 new medallions; between November 2013 and March 2014 TLC auctioned 400 of those, but no further sales have occurred since.
 There are currently a total of 13,587 medallions.
 
Industry members and observers cite a variety of factors behind the decline in the taxi medallion market, in particular increased competition for both passengers and drivers from app-based for-hire vehicle services such as Uber and Lyft. Daily fare-box revenues for yellow taxis were 10 percent lower in December 2016 than in the prior year and 25 percent lower than in December 2012.
 Total yellow taxi trips per day in April 2016 were down 8.7 percent compared to April 2015 and down 21 percent compared to April 2010.
 
The impact of these changes can be seen throughout the yellow taxi industry. Many taxis now sit idle instead of being operated and serving passengers.
 In September 2015, Montauk Credit Union, a major lender to taxi-medallion owners, was seized by State regulators due to "unsafe and unsound" operations.
 Earlier this month, Melrose Credit Union was similarly seized.

Analysis of Int. No. 1474

Section one of Int. No. 1474 would amend subdivision a of Section 11-1402 of the Code to change the rate of the tax on each transfer of a taxicab license or interest therein from five percent to 0.5 percent of the consideration given for such transfer.


Section two provides that Int. No. 1474 would take effect immediately and be deemed repealed two years after it becomes law. 

Analysis of Int. No. 1475

Section one of Int. No. 1475 would amend subdivision g of Section 19-504 of the Code. The amended subdivision would allow, rather than require, TLC to revoke any taxicab license for nonuse. It would also add foreclosure, involuntary transfer, and surrender of a medallion in lieu of foreclosure to the list of causes of nonuse that are exempted from the TLC’s ability to revoke for nonuse. 

Section two of Int. No. 1475 would repeal subdivision i of Section 19-504 of the Code, which requires that the ratio of the number of taxicab licenses, as determined by the total number of taxicab licenses held by owners of more than one taxicab license and the total number of taxicab licenses held by the owners of one taxicab license, remain constant.

Section three of Int. No. 1475 would change the title of Section 19-512 of the Code from “Transferability of taxicab licenses issued prior to the effective date of this chapter” to “Transferability of taxicab licenses issued pursuant to this chapter.”

Section four of Int. No. 1475 would amend subdivision a of Section 19-512 of the Code. The amended subdivision would provide that all taxicab licenses issued pursuant to chapter 19, not just those issued prior to July 16, 1971, are transferable pursuant to the provisions of the section. 

Section five of Int. No. 1475 would amend subdivision c of Section 19-512 of the Code. The amended subdivision would remove references to involuntary taxicab license transfers, meaning the amended subdivision would apply to all transfers. The amended subdivision would further provide that a purchaser of a taxicab license is exempt from the requirements of subdivision a of Section 19-512 if it is operating the taxicab license pursuant to the new subdivision b of Section 19-513, as added by Section 6 of Int. No. 1475, and if it is operated by an agent licensed pursuant to Section 19-530 of the Code.

Section six of Int. No. 1475 would amend Section 19-513, which allows the purchaser of any taxicab which is transferred involuntarily due to a default to operate the taxicab, to   additionally apply its provisions to taxicabs transferred as a result of a surrender because of a default of an obligation secured by a security interest in such taxicab license. It would also remove provisions related to the issuance of a one-year temporary license to such purchasers and would remove provisions allowing the original holder of the license to renew such license after one year. These provisions would be part of newly designated subdivision a. A new subdivision b would also be added that would provide that a taxicab license that is transferred to a purchaser, either involuntarily or as a result of a surrender, because of a default of an obligation secured by a security interest in such taxicab license, may be operated by the purchaser or through an agent licensed pursuant to Section 19-530 of the Code for a period not to exceed three years from the date of the transfer.


Section seven provides that Int. No. 1475 would take effect immediately and be deemed repealed two years after it becomes law. 

	Int. No. 1474
 
By Council Members Rodriguez and Constantinides
 
A Local Law to amend the administrative code of the city of New York, in relation to taxicab licenses.
 
Be it enacted by the Council as follows:
 
Section 1.  Subdivision a of section 11-1402 of the administrative code of the city of New York is amended to read as follows:
a. [On and after July first, nineteen hundred eighty] On or after the effective date of this local law, there is hereby imposed and there shall be paid a tax on each transfer of a taxicab license or interest therein, at the rate of 0.5 percent [five percent] of the consideration given for such transfer.
§ 2. This local law takes effect immediately and is deemed repealed two years after it becomes law.
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Int. No. 1475
 
By Council Members Rodriguez and Constantinides
 
A Local Law to amend the administrative code of the city of New York, in relation to the definition of ownership and use of a licensed taxicab
 
Be it enacted by the Council as follows:
 
Section 1.  Subdivision g of section 19-504 of the administrative code of the city of New York is amended to read as follows:
                      g. The commission [shall] may revoke any license for nonuse in the event it shall determine that the vehicle has not been operated for sixty consecutive days, provided that such failure to operate shall not have been caused by strike, riot, war, foreclosure, involuntary transfer, surrender of a medallion in lieu of foreclosure or other public catastrophe or other act beyond the control of the owner; or in the event the owner has sold his or her vehicle and has failed to replace the vehicle within one hundred and twenty days from the date of sale. However, in the event that it is shown to the commission by competent proof that an owner-driver has been disabled through illness, his or her license shall not be revoked because of such nonuse as provided in this subdivision.
§2.  Subdivision i of section 19-504 of the administrative code of the city of New York is hereby REPEALED
                     §3. The title of section 19-512 of the administrative code of the city of New York is amended to read as follows:
                     Transferability of taxicab licenses issued [prior] pursuant to [the effective date of] this chapter.
                     §4. Subdivision a of section 19-512 of the administrative code of the city of New York is amended to read as follows:
                     a. Any taxicab license issued pursuant to this chapter [first issued prior to July sixteenth, nineteen hundred seventy-one, and in force on such date,] and any renewals thereof, shall be transferable to a transferee who has demonstrated to the satisfaction of the commission that he is qualified to assume the duties and obligations of a taxicab owner, provided that either the applicant or his or her vendor or transferor shall have filed a bond to cover all the outstanding tort liabilities of the vendor or transferor in excess of the amount covered by a bond or insurance policy which is in effect pursuant to the vehicle and traffic law of the state of New York.
                     §5. Subdivision c of section 19-512 of the administrative code of the city of New York is amended to read as follows:
                     c. An owner's interest in such taxicab license may be transferred [involuntarily and] or disposed of by public or private sale in the same manner as personal property provided, however, that upon such [involuntary] transfer or disposal the owner's license shall immediately be cancelled and a new license issued to the purchaser [or his or her vendee], provided that such purchaser or vendee [satisfied the requirements of subdivision (a) hereof, except that if the judgment against the] satisfy the requirements of such subdivision a. A purchaser is exempt from the requirements of subdivision a if it is operating the taxicab license pursuant to subdivision b of section 19-513 and if it is operated by an agent licensed pursuant to section 19-530. Where an involuntary transfer [is by reason] occurs as a result of a tort judgment against the involuntary transferor, no bond need be provided with respect to the same judgment.
                     §6. Section 19-513 of the administrative code of the city of New York is amended to read as follows:
                     Section 19-513. Repossessions. a. Any taxicab which is transferred, either involuntarily or as a result of a surrender, because of a default [in the payment] of an obligation secured by a security interest in such taxicab license, or installments due under the contract of sale, or any other contract or in any other manner whereby the license holder's interest in the license is not also transferred, and which is disposed according to law at public or private sale, may be operated by the purchaser thereof [or his or her vendee], provided such purchaser or vendee is acceptable to the commission as a person suitable to receive a license. [Upon such involuntary transfer, the license of said taxicab shall be cancelled immediately and a temporary, nontransferable, nonrenewable license issued to such purchaser or vendee for a period not exceeding one year upon the payment of a fee of not exceeding one hundred dollars therefor. At the end of such time, the original holder of the license, or his or her transferee if the license was first issued before the effective date of this chapter, shall be entitled to renewal of the license, provided that the provisions of subdivision a of section 19-512 of this chapter are complied with by such applicant, whether he or she is the original holder or a transferee.]
                     b. Notwithstanding the provisions of subdivision a, a taxicab license that is transferred to a purchaser, either involuntarily or as a result of a surrender, because of a default of an obligation secured by a security interest in such taxicab license, may be operated by the purchaser or through an agent licensed pursuant to section 19-530 for a period not to exceed three years from the date of the transfer.
§ 7. This local law takes effect immediately and is deemed repealed two years after it becomes law.
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