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INTRODUCTION


On November 19, 2018, the Committee on For-Hire Vehicles, chaired by Council Member Ruben Diaz, Sr., will hold an oversight hearing titled, “TLC’s Implementation of the Congestion Pricing Surcharge.”  The Committee expects to hear testimony from the Taxi and Limousine Commission (TLC), stakeholders, and advocates. 
BACKGROUND

The Congestion Problem

Recent studies have shown that traffic congestion in New York City has gotten worse overtime.
A study conducted by the transportation firm Inrix found that New Yorkers spend an average of 91 hours a year stuck in congestion.
 This ranking was tied with the city of Moscow for second place behind Los Angeles. The study also found that congestion cost American drivers nearly $305 billion in lost productivity.
 An analysis by the Partnership for New York City found that the City’s economy is expected to lose $20 billion a year due to traffic congestion.
 
Of particular concern is the congestion in the Manhattan’s Central Business District (“CBD”). A study released by the New York City Taxi and Limousine Commission (“TLC”) in January 2016, found that traffic congestion in the CBD had gotten worse over the preceding five years, with average vehicle speeds falling nearly 10% in the preceding two years.
 By 2017, the average speed for vehicles during normal business hours in Manhattan’s core was about six miles per hour, a 15% decrease since 2010.
 Adding to the overall congestion problem was the rapid increase in the number of app-based for-hire vehicles operating over the past several years as the sector added more 50,000 cars to our city’s streets between 2013 and 2017.
 As a result of this growth, the total number of taxis and for-hire vehicles operating in the CBD grew by 59% during that same period.
  As of 2018, there are 13,587 licensed yellow taxis, 3,579 street hail liveries (SHLs), and 107,435 for-hire vehicles, which includes vehicles associated with app companies.

The Public Transit Problem

Another factor leading to the increase in popularity of traveling by vehicles in the for-hire industry is that New York City’s once reliable public transit system has become notoriously unreliable.  Late trains, faulty signals, inefficient buses and overcrowded subway cars have become a normal experience for the typical commuter. Only 65% of weekday trains in the New York City subway system reach their destinations within five minutes of their scheduled arrival.
 The average number of subway delays in a given month have gone up from 20,000 a month in 2012 to 67,450 in May 2017.
 In February 2018, mechanical and signal problems caused massive delays for commuters on more than six subway lines.
 
City bus speeds have declined leading to unpredictable wait times which has resulted in a 21% decrease in ridership from 2002 to 2017.
 The bunching rate for buses that arrived together averaged 13.4% in October 2017 up from the average of 10.7% on October 2015.
 Altogether, the City’s public transportation system is in such a dire state that it would cost almost $40 billion to fix and modernize the system over ten years.
 
Fix NYC


In October 2017, New York State Governor Andrew M. Cuomo convened the Fix NYC Advisory Panel which was tasked with formulating recommendations to combat congestion in Manhattan’s CBD and increase revenue streams for the city’s public transit system.
  On January 19, 2018 the advisory panel submitted their report to Governor Cuomo.
 Among their recommendations was that the State should implement a congestion surcharge on FHV and taxi trips that touch or cross into the CBD.
 The funds generated from the new congestion surcharge would then be earmarked to the Metropolitan Transportation Authority (“MTA”) or so that they can be used for their Subway Action Plan (SAP) and to make other transit improvements across the five boroughs or the surrounding suburbs served by the Authority.
 
The advisory panel did not set the price of the congestion surcharge in their report, but rather gave a range of options from as low as $2 to as high as $5 that the State could explore.
 Below is a chart with some of the surcharge options recommended by the advisory panel and the amount that each option would generate in revenue for the MTA. 
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State Law Congestion Surcharge Requirements
On March 31, 2018, Governor Cuomo and the State Legislature reached a budget agreement that included a congestion pricing surcharge that would apply to all passenger trips in taxi and for-hire vehicles that begin, end or go through Manhattan’s CBD south of 96th street to help fund repairs and improvements to the subway system.
  The new surcharges take effect January 1, 2019.  It is anticipated that new congestion pricing surcharge will annually generate approximately $400 million.
  
State law provides detailed procedures governing the surcharge’s application and operation.
 The law imposes a surcharge on all taxi and for-hire vehicle trips beginning and ending within the state of New York that originate in, terminate in or pass through Manhattan south of 96th street (the “congestion zone”), requiring a surcharge of $2.75 for trips provided by for-hire vehicles, $2.50 for trips provided by taxis and $0.75 per passenger in vehicles providing shared rides.
 Transportation services provided by or on behalf of the Metropolitan Transportation Authority (“MTA”), including paratransit services, are exempt from the surcharge requirements.
 State law also places liability for the payment of the surcharge upon the entity dispatching for-hire vehicles, taxi owners and street hail livery bases; requires that surcharge amounts be passed on to passengers through a charge separately displayed on receipts; and mandates that local regulatory agencies (such as TLC) adjust their authorized fares to include the congestion surcharge.
 Every person liable for the surcharge must register with the Commissioner of the New York State Department of Taxation and Finance (“NYSDTF”), who may refuse or suspend such registration for failure to pay amounts due under the surcharge program.

The law provides detailed regulations for the payment and collection of the congestion surcharge that include: 

· Amounts due pursuant to the congestion surcharge program are to be transmitted from liable transportation providers directly to the NYSDTF. 
· Every person liable for the surcharge must file a monthly return with the commissioner, which is to include information on the number of pooled passengers and trips provided along with payment of the total surcharge amount due as a result of such service.
 
· Payment is due to the NYSDTF on the date specified for the filing of the monthly return regardless of whether an accurate return is filed, and the Commissioner of NYSDTF may require that surcharge amounts are paid electronically.
 
· Absent a showing of reasonable cause, non-payment will result in a penalty equal to 200% of the surcharge due.
 
The State’s corporate tax administration procedures apply as to the administration of the surcharge.
 Amounts collected will be deposited into the subway action plan, outer borough transportation and general transportation accounts of the New York City transportation assistance fund.
 

The State law further requires cooperation by local regulatory agencies (such as TLC) in obtaining information related to carrying out the congestion surcharge.
 Local regulatory agencies must assist the commissioner in obtaining and updating the names and addresses of all vehicle owners, operators and drivers permitted by such agency, along with their agents and any other persons or entities licensed by the agency. Local agencies must also provide to the Commissioner of NYSDTF all records accounting for any for-hire transportation services provided by any licensed person or entity.

TLC Proposed Rules
On October 4, 2018, TLC published proposed rules that would implement the State law requirement that medallion owners and for-hire vehicle bases collect the congestion surcharge.
 The proposed rules adjust TLC’s authorized metered and flat-rate fares to include the surcharge, as required by the State law.
 Many of the proposed rules implementing the congestion surcharge mirror those implementing the existing MTA tax, including with regard to procedures for taxi medallion owners to collect surcharges from driver lessees, requirements that street hail livery (“SHL”) bases and taximeter licensees adjust taximeters to collect surcharges from passengers and procedures for SHLs to deduct surcharge amounts from credit, debit or cash payments due to drivers. The rules create a new definition for a “shared ride,” which is defined as a trip that a passenger requests “with the understanding that it may be shared with other passengers who are independently charged,” and adjust trip record requirements to include reporting on whether a passenger requested a shared ride. The rules also mandate that technology system providers adjust their systems to apply the congestion surcharge and collect data on the date, time and location of the point at which a vehicle enters the congestion zone. Finally, TLC’s proposed rules provide for a $50 per occurrence fine for taxi, SHL and for-hire vehicle drivers that do not charge the congestion surcharge to a passenger or transmit the surcharge collected to the person or entity liable for remitting the surcharge to the NYSDTF. On November 28, 2018, the TLC will conduct a public hearing on their proposed rules. 
Industry Concerns
Drivers in both the taxi and for-hire industries are concerned that the surcharge will hurt service.
  When passengers hail a  taxis or  SHLs they pay a $.50 surcharge to the MTA that is applied to all trips that originate the City and end in either the City or one of the seven MTA counties, which include Dutchess, Nassau, Orange, Putnam, Rockland, Suffolk, Westchester.
  In addition, when passengers hail a taxi or SHL they also pay a $.30 surcharge to fund the taxi improvement fund.
   The addition of a new surcharge comes at a time when both industries are facing increasing competition and financial hardship.
  The chart below shows the percentage of pickups by borough and indicates that yellow taxi trips dominate Manhattan pick-ups followed by high volume app service.
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	The above colors correspond to each of the various sectors. Yellow represents the yellow taxi service, green represents SHL service, black represents high volume app services, and light grey represents the remainder of for-hire service. 




Since the surcharge was approved by the State, questions have been raised about how the surcharge will be collected by app-based for-hire vehicles and the role that the TLC will have in its implementation.
 Some argue that unlike metered taxis, for-hire vehicles are not equipped with the necessary technology that would allow them to accurately collect the surcharge and, as such, are expected to self-report.
 
CONCLUSION

Today’s hearing will seek to explore issues and concerns on how medallion owners, for-hire vehicles bases collect and transmit the surcharges to the State as required by law. 
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