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INTRODUCTION

On November 27, 2018, the Committee on For-hire Vehicles, chaired by Council Member Ruben Diaz Sr., will hold a hearing on Proposed Int. No. 1069-A, a local law in relation to debt owed by owners of medallions. This is the second hearing on this item. The first hearing was held on September 17, 2018, at which the Committee heard testimony from the Taxi and Limousine Commission (TLC), stakeholders and advocates.    
BACKGROUND

Medallions 

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 taxi 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) and fares are set by the City.

When medallions first began being traded after World War II, the average price was $2,500.
 In subsequent decades, the price of a medallion increased exponentially.  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.
 
The medallion price is not directly set by the City, but by a combination of factors including, the availability of financing, the demand for taxi service, the fare and tip amounts, the market for a medallion, the anticipated return on investment and the potential cost of operating a medallion taxi.
  By many accounts, the medallion market today is significantly different than just a few years ago.  In 2011, the State authorized the City to sell 2,000 new medallions.  Between November 2013 and March 2014, the TLC auctioned 400 medallions, but no further sales have occurred since, however the resale market has seen activity.
  A review of postings on nycitycab.com of medallions for sale during June through July of 2018 reveal asking prices between $100,000 and $425,000.
  
In May 2018, TLC Commissioner Meera Joshi testified at the Council’s executive budget hearing, and indicated that the City removed estimated medallion revenue from the fiscal year 2019 budget and they are delaying the sale of medallions beyond the five year financial plan.
  Commissioner Joshi indicated that the five year delay would allow the City to monitor the market for a longer period of time before they decide to sell any additional medallions.
  Commissioner Joshi indicated that one of the obstacles impacting the auctioning of medallions in the City is tied to the availability of financing.
  For many years, the practice among lenders was to accept a very small down payment and issue a very large loan, but more recently, credit unions have been seized by the federal government for unsound banking practices and several are facing mounting debt due to overdue payments.
  Despite this, the number of secondary market transactions have increased, but the resale price of the medallions has decreased, with many being sold for all cash.
  In 2017, the Council passed Local Law 58 of 2017, which lowered the medallion transfer tax from 5 percent to .5 percent and this may have contributed to the recent increase in the number of transactions.
 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 price, in particular the increased competition for both passengers and drivers from app-based for-hire vehicle services such as Uber and Lyft.  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.
  Total yellow taxi trips per day in April 2017 were down 15.8 percent compared to April 2016 and down 33.7 percent compared to April 2010.

In recent years, the Council and the TLC have taken a series of steps to alleviate constraints on the taxi industry and to help them compete for customers. The Council also passed Local Law 51 of 2016 which created a universal license for taxi and for-hire vehicle (FHV) drivers, eliminating the separate licenses that existed previously and allowing medallion owners to recruit from a much bigger pool of drivers.  The TLC has also extended the taxi vehicle retirement schedule to seven years, allowed all medallion owners to choose whether to have a partition or in-vehicle camera system in their taxis, and permitted the use of used vehicles.
 In August of 2017, TLC announced that, for the first time, a taxi fleet had decided to participate in a pilot program that allows drivers to use a percentage of their per shift earnings to pay for their taxi lease instead of having to pay a flat fee up front.
   In the spring of 2018, the TLC passed an upfront pricing pilot to make taxis more competitive with FHVs. The pilot will permit passengers who use Curb or Arro (the City’s two taxi apps) to receive an upfront fare estimate that is separate from the meter.
  One of the competitive advantages that app-technology has provided passengers’ with is the ability to receive a fare quote.  And most recently, the Council passed Local Law 147 of 2018, which will pause the issuance of FHV licenses for a year.  

Despite the changes made to mitigate some of challenges the taxi industry is facing, medallion owners are still struggling to make payments on their medallions due to the decreasing number of trips.  As a result of financial difficulties, the taxi and for-hire vehicle industries have been met with tragedies in the past several months, as six members from various sectors took their lives.  One of the individuals who recently took his life, Yu Mein “Kenny” Chow, a medallion owner, committed suicide because he was facing financial trouble.
  Reports indicated that he owed $700,000 on his taxi medallion, which he purchased in 2011.
  Similarly, Nicanor Ochisor, a medallion owner and driver, reportedly took his life on March 16, 2018 because of the debt he was facing.

ANALYSIS OF PROPOSED INT. NO. 1069-A 

Subdivision a of section one of Proposed Int. No. 1069-A would state require TLC  or any other agency the Mayor designates would request and collect information from owners of medallions relating to the amount of debt they owe.  No later than December 1, 2019 the TLC or any other designated agency would be required to issue a report on the Council and the Mayor detailing information it has compiled related to debt owed by medallion owners. 

Subdivision b of section one would state that after the report is issued, the TLC would review the information compiled and consider actions to assist owners of medallions who are in debt because of their medallion. The actions considered by the TLC or the agency designated by the Mayor would include, but not be limited to:

· Providing technical assistance to medallion owners; 

· Identifying organizations that may offer assistance, including financial assistance to medallion owners; and 

· Setting limits on the terms or amount of medallion financing. 

Section two of Proposed Int. No. 1069-A would state that the local law would take effect immediately and is deemed repealed one year after the submission of the report required in subdivision a section one.  

	Proposed Int. No. 1069-A

 

By Council Members Levine, Torres, Lander, Levin, Gjonaj, Diaz, Holden, Yeger, Kallos, Adams, Cohen and Constantinides
 
A Local Law in relation to debt owed by owners of medallions
 
Be it enacted by the Council as follows:
 
Section 1. Medallion owner debt review. a. The taxi and limousine commission or another agency or office designated by the mayor shall request and collect information from owners of medallions relating to the amount of debt owed by such owners. No later than December 1, 2019, the commission or another agency or office designated by the mayor shall issue a report to the council and the mayor detailing the information it has compiled relating to debt owed by owners of medallions.
b. Following submission of the report as required by subdivision a of section 1 of this local law, the commission shall review and consider the information it has compiled, if any, relating to debt owed by owners of medallions. The commission or an agency or office designated by the mayor shall consider actions to assist owners of medallions who owe debt relating to such medallions that may include, but not be limited to, the following:
1. Providing technical assistance to medallion owners;
2. Identifying organizations that may offer assistance, including financial assistance, to medallion owners; and
3. Setting limits on the terms or amount of medallion financing.
§ 2. This local law takes effect immediately and is deemed repealed 1 year after the submission of the report required by subdivision a of section 1 of this local law.
 
NB/JJD
LS ---6866, 7258, 7367, 7394, 7396, 7459, 7883
11/20/18 4:40pm


� Bruce Schaller and Gorman Gilbert, Villain or Bogeyman? New York’s Taxi Medallion System, available at  � HYPERLINK "http://www.schallerconsult.com/taxi/taxi2.htm" �http://www.schallerconsult.com/taxi/taxi2.htm� 


� Id.


� Id.


� TLC, Taxicab Rate of Fare, available at � HYPERLINK "http://www.nyc.gov/html/tlc/html/passenger/taxicab_rate.shtml" �http://www.nyc.gov/html/tlc/html/passenger/taxicab_rate.shtml� 


� Id. 


� Id. 


� Id. 


� Winnie Hu, Yellow Cab, Long a Fixture of City Life, Is for Many a Thing of the Past, N.Y. Times, Jan. 15, 2017, available at � HYPERLINK "https://www.nytimes.com/2017/01/15/nyregion/yellow-cab-long-a-fixture-of-city-life-is-for-many-a-thing-of-the-past.html?_r=0" �https://www.nytimes.com/2017/01/15/nyregion/yellow-cab-long-a-fixture-of-city-life-is-for-many-a-thing-of-the-past.html?_r=0� Also note: Prior to the passage of Local Law 59 of 2017, there were two types of medallions: independent and mini-fleet, the law eliminated the distinction. Historically, mini-fleet medallions had to be owned in groups of at least two, with many mini-fleet medallion owners maintaining a fleet of taxi vehicles leased to drivers on a per shift basis. On the other hand, the owner of an independent medallion could only own one medallion and typically operated as an owner-driver who owned both the medallion and the taxi vehicle.  


� N.Y.C 2014 Taxicab Fact Book, available at  � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/2014_tlc_factbook.pdf" �http://www.nyc.gov/html/tlc/downloads/pdf/2014_tlc_factbook.pdf� 


� Council Finance Division, Report on the Fiscal 2017 Preliminary Budget and the Fiscal 2016 Preliminary Mayor’s Management Report - Taxi and Limousine Commission, March 2, 2016  and � HYPERLINK "http://www.nydailynews.com/new-york/city-sets-sale-taxi-medallions-plummets-article-1.3982966" �http://www.nydailynews.com/new-york/city-sets-sale-taxi-medallions-plummets-article-1.3982966� 


� � HYPERLINK "http://nycitycab.com/Business/TaxiMedallionList.aspx" �http://nycitycab.com/Business/TaxiMedallionList.aspx� accessed on Sept. 12, 2018. 


� Testimony of N.Y.C TLC Commission Meera Joshi, Fiscal Year 2019 Executive Budget Hearing, (May 10, 2018) available at � HYPERLINK "http://legistar.council.nyc.gov/LegislationDetail.aspx?ID=3490373&GUID=A45BF34A-11A7-4373-9846-AA0EB218136D&Options=&Search" �http://legistar.council.nyc.gov/LegislationDetail.aspx?ID=3490373&GUID=A45BF34A-11A7-4373-9846-AA0EB218136D&Options=&Search�=


� Id. 


� Id.


� Aaron Elstein, First Uber victim: State regulators seize taxi-medallion lender, Sept. 18, 2015, available at � HYPERLINK "http://www.crainsnewyork.com/article/20150918/BLOGS02/150919849/new-york-state-seizes-taxi-medallion-lender-montauk-credit-union" �http://www.crainsnewyork.com/article/20150918/BLOGS02/150919849/new-york-state-seizes-taxi-medallion-lender-montauk-credit-union� 


� Id at 12. 


� Id at 12. 


� New York City Preliminary Mayor’s Management Report for Fiscal Year 2018, available at � HYPERLINK "http://www1.nyc.gov/assets/operations/downloads/pdf/pmmr2017/tlc.pdf" �http://www1.nyc.gov/assets/operations/downloads/pdf/pmmr2017/tlc.pdf� 


� Hu, supra note 8. 


� N.Y.C. TLC Yellow Taxi Monthly Indicators, available at � HYPERLINK "http://www.nyc.gov/html/tlc/html/technology/aggregated_data.shtml" �http://www.nyc.gov/html/tlc/html/technology/aggregated_data.shtml�. 


� Testimony of TLC Chair Meera Joshi before the Committee on Transportation, Id at 12.


� N.Y.C. T.L.C., Press Release, “Yellow Taxi Drivers Can Now Lease on Commission: The TLC’s Fair Share Pilot Announces First Participant,” Aug. 28, 2017, available at � HYPERLINK "http://www.nyc.gov/html/tlc/downloads/pdf/press_release_08_28_17.pdf" �http://www.nyc.gov/html/tlc/downloads/pdf/press_release_08_28_17.pdf� 


� N.Y.C TLC Flex Fare Pilot, available at � HYPERLINK "http://home.nyc.gov/html/tlc/html/technology/flex_pass.shtml" �http://home.nyc.gov/html/tlc/html/technology/flex_pass.shtml� 


� Nikita Stewart and Luis Ferre-Sadurni, Another Taxi Driver Takes his Life. That’s Five in Five Months. N.Y Times, May 27, 2018 available at � HYPERLINK "https://www.nytimes.com/2018/05/27/nyregion/taxi-driver-suicide-nyc.html" �https://www.nytimes.com/2018/05/27/nyregion/taxi-driver-suicide-nyc.html� 


� Jake Offenhartz, Missing Cabbie Faces ‘Economic Devastation’ from $700,000 in Taxi Medallion Debt, Gothamist, May 23, 2018, available at � HYPERLINK "http://gothamist.com/2018/05/23/missing_cabbie_medallion_debt.php" �http://gothamist.com/2018/05/23/missing_cabbie_medallion_debt.php� 


� Danielle Furfaro and Max Jaeger, Cabbie blamed Uber, Lyft for financial woes before hanging himself, N.Y. Post, March 21, 2018, available at � HYPERLINK "https://nypost.com/2018/03/21/cabbie-blamed-uber-lyft-for-financial-woes-before-hanging-himself/" �https://nypost.com/2018/03/21/cabbie-blamed-uber-lyft-for-financial-woes-before-hanging-himself/� 





1

