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RECOMMENDATION 

Accept the status repol-t on tlze Taxicab Service Model and staff recoinineiidations on the issues 
of Leasability, Tra~zsferability and DriverNellicle Caps. 

BACKGROUND 

On September 7, 2005, the new Taxiczb Service Model was initiated and Taxi S a i  Jost (TSJ) 
began providilzg On-Demand Ground Transportatioil Dispatch Services at Milleta S a i  Jost 
Iizteilzatio~lal Airpoi-t (Ailyoit) to all 14 Sa l  JosC taxicab companies and the individual drivers 
witlz Aiiyort-issued peimits affiliated wit11 those companies. Various other seivice model 
eleinents, includiiig custorner service tr-ahzing for drivers, were also initiated. 

On Deceiz~bei- 4, 2006, City staff provided the Building Better Trm~spo~tation (BBT) Committee, 
witlz all update regasding tlre above Taxical:, Service Model. At that time, staff suggested a follow- 
up report to the Tralspoi-tation Coinmittee regarding the Taxicab Sei-vice Model and tlle issues of 
Driver Testing, Leasability, Transferability and Driver/Velicle Caps as discussed as past of the 
Taxi Advisory Tean (TAT) woi-lcplan. 111 addition, staff pointed out tliat the next report to the 
Transportation Coiz111littee would address the status of the On-Dellland Dispatch Service at the 
Ail-port, including 1-ecommeildatiolzs for on-going operations of tlze Taxicab Seivice Model. The 
BBT Coilzizlittee approved these recommeildatioizs and tlis repoi-t ineets Couizcil direction. 

San Jose Police Department Testing Issues 

One of tlze core values of the Taxicab Service Model is to provide excelleilt custoiner sem-vice. A 
valuable tool in the effoit to provide a 11igl1 level of customner sei-vice has beell the 
iinpleineiltation and a&niilistratioii of a Customer Service Training program. hl an effort to 
ellsure that diivei- training was having a positive ilnpact on tlze industry the Sa l  Jose Police 



TRANSPORTATION AND ENVIRONMENT COMMITTEE 
05-29-07 
Subject: Taxicab Service Model Update 
Page 2 

Department, in their capacity as the adininistrator for driver peililit issuance and maintenance, 
sought to ensure tliat driver training was acliieving the desired results by recoillineildiilg the 
reinstitution of a bi-annual pennit renewal testing program. 

Tlle taxi driver renewal exam was recoininended for implementation as a method to verify that 
all permitted taxicab drivers are at a nziniinu~n coinpetency level in the subject areas of 
lulowledge of state and local traffic laws and safe driving practices, as is required by the Sa~ i  Jose 
Muilicipal Code. A testing process at peimit renewal would assure that taxi drivers reinain 
luiowledgeable regarding changes in vehicular laws and Municipal Code updates. Renewal 
testing would also encourage drivers to maintain tlzeir education in driver safety teclmiques, 
wllicll are perishable skills. 

Altl~ougli tlle Sail Jose Municipal Code has always allowed the renewal testing process, it has not 
beell in actual practice for several years due to staffing deficiencies. Reinstating the taxi driver 
renewal exan1 would ensure that all permitted taxi drivers in Sari Jose have met an acceptable 
standard of proficie~lcy in knowledge related to the taxi driver occupation. Continuing education 
among taxi drivers would promote professionalism in tlie taxi indust~y and enhance tlle City's 
customer service reputation, wliicll is a priinary goal of the Taxicab Service Model. 

The renewal test would be a written exam, coilsistiilg of 25 multiple-choice questions 
administered at the tiine of a driver's regular biannual pei-n~it renewal. The renewal test 
cpestions will be derived fro111 the sane study materials referenced for tlie original written 
taxicab drivel- exam: the San lose Municipal Code, Title 6, tlie Califo~nia Vehicle Code, and the 
Califonlia Driver Handbook. The test would not be timed, and no specific appointment would 
be required. However, taxicab pe~lllit staff would proctor the test. 

Drivers would be able access study illaterials at any time, hee of charge, by: 
a requesting training literature fiom their company or tlie police department 

picki~lg up the Driver's handboolc from their local Dept. of Motor Veliicles Office, 
logging into the City of Sail Jose website at http: / /www.sanioseca.gov for 
Municipal Code reference material 
logging into the Califoniia Departinent of Motor Vehicles website at 
http: / /www.drnv.ca.~ov/_ for California Vehicle Code references. 

A pass rate of 70% or over would be required for a driver to renew their pennit. If a driver does 
iiot pass the test, a 30-day temporary pennit would be issued and tlie driver would have 2 more 
opportunities to coine in during those 30 days and retake the test. If the diver  is unable to pass 
the renewal test after 3 atteinpts, then it would be necessary for that driver to inake a new 
application for a taxi driver pe~lllit and coinplete the standard testing process for new applicants. 

The renewal testing reconilnendatio~l has lead to significa~lt discussion amongst industry 
stalteholders, i~lcluding the Taxicab Advisory Team, SJPD, DOT, Airport, Taxicab Companies 
aid Drivers. As a result, and wit11 ail eye toward ensuiing that any progall  nloving forward is 
successful, it was determined that tlle iillpleinentation of the renewal testing would be postponed 
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pending additional stakeholder outreach. No iinpleilie~ltatioil date has beell set. The TAT will 
coiltiilue to include renewal testing as p a t  of tlze TAT Workplan and agendize filrther discussioil 
at upco~lliilg ilieetiilgs before bringing a recoinilleildatio~l for iillpleineiltatioii to a future 
Transportation and Eizviro~xlieilt Coilvnittee meeting. 

The TAT estal>lislled a series of WOI-Icing groups to disc~~ss and co~lsider tlle feasibility and 
metl~odology of accoin~llodatiilg tlie lease a ~ d  poteiltial transfer of Airport Access Pellliits, as 
well as the estaL~lislxnei~t of a cap on the ilumber of Taxi drivers and vel~icles. The worlciilg 
groups lield a series of meeti~lgs and presented ideas a id  possible approaches to the TAT. 
At the same time, staff, developed a potential methodology and strategy for tlie Tralsfei-ability of 
Airport Access Pern~its, in response to City Couilcil direction set forth during the initial adoptioil 
of the Taxicab Service Model. The findiilgs of the woi-Icing groups for each issue, aloilg with 
coi-responding staff recoillilleildatioils are detailed in Attaclx~ieilt A, "Evaluation of 
Taxicab/Airpo~t Pe~lnit Leasealility, Transferability, and Caps," wliicl~ clearly outliiles tlie 
background, stakeholde~ discussion, a ~ d  recoillmended actioils related to each issue. 

It is importailt to note that this evaluatio~l was brougllt before the Airport Col~unission on May 7, 
2007 for their co~lsideratioll and action. The Coill~nissioli voted to support all of staffs 
reconuneildatioils. Staff requests Couilcil adoption of AttacIuneilt A and its acconipanyi~zg 
recoi~~~~ieiidatioils. 

Taxicab Service ModelITaxi Sail JosC Dispatch Operations 

Aiq>oit staff illoilitored Taxi Sail Jose (TSJ) operatioils over the past several moizths based 011 
criteria described in Jai~uary 2007 meino to TSJ Chair Dal Feiiton. The illenlo described tlle 
four iliain categories of the review criteria i~lcludii~g reports, operations, procedural itellis and 
coiil~~l~~~lications/traii~ing. The criteria were establisl-ied to mo~litor areas fully rulder the coiitrol 
a id  iizanageilie~lt of the TSJ organization that did not require City staff action to be attainable 
and successf~~l. 

Reports, for the illost part, have been submitted in a tiinely maiuler and with colzsiste~it 
fol-illatting, however accuracy has been at issue in some of the reporting. For exa~nple, daily 
reports, when totaled, did not equal the ilzonthly repoits submitted by TSJ, resulting in 
discrepancies with the trip fee collections by the coillpailies. Additionally, the reporting by TSJ 
staff of Estimated Time of Airival (ETA) calls, the tilnes wheil TSJ requests additional drivers 
fi-om non-assigned Airport Seivice days to assist with custoiner service needs at tlie Airport, 
were not collsisteiltly provided by TSJ in a regular or accurate inaiuler. 

The largest concell1 for repoit accuracy relates to the lteyiilg of data in the field illto the froiltliiie 
PDA equipmelit. Due, in large part, to tlle staffing levels and the iushes of trips taken by taxis, 
the real time elltries into tlle systeill are not consistently accurate. This distorts the actual activity 
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levels during peak periods and the flow of vehicles thl-ougl~ tlie curbside locations. Additionally, 
long delays are reported between tile dispatching of vehicles from the staging lots aiid the 
ail-ivals to the Tel111inal locations, which are izot fully explained tlu-ough the reports presented to 
staff. The coillbiization of tliese accuracy and input issues creates a concell1 with the overall 
accuracy of the trip numbers and the service provided to our passengers. 

Operations 

The four topics considered under the operations category iiicluded pennit controls, staffing, and 
custonler service and veliicle slzoitages. Verificatioi~ of pennits is not being conducted on a 
coiisistelit basis. TSJ staff has admitted that tlzey do not check permits regularly and tlzei-e was a 
specific incident tliat brought this to light where a driver had lost his company Permit but had 
been allowed to opeiate for over twa months without being stopped or loclced out by TSJ. 

Staffing has been a coiisistelit issue tl~rouglzout tlie teim of the agreement. Starter "helpers" have 
not always been in place per their schedule and staff shortages are not addressed quiclcly, witlz 
several instailces of staffing shortages reported. During one period, seven of eight days within a 
two-week period were izot covered to the levels submitted in tlze TSJ scl~eduIes. 

While custoiller service has shown soine increased attention and iinproveinent, the Airpoi-t is still 
experiencing several 'no cabs' and 'customers waited over 5 iiiiilutes' incident reports per 
month. There were nunlerous incidents of cabs being released too early fiom Tenniizal A aldlor 
not reizlaining at Tei~ninal C for late night flights during the review period. Peak period reaction 
has showii sonze iiiipi-ovenieizt over the last moiltlz witlz increased enzpliasis on preparing for 
increased passenger voluizzes and proper placeinent of staff. 

Vehicle sholtages are not always responded to in ail expedient manner. ETA'S are not always 
reported and do not appear to be proactively issued. The approved emergency plan should have 
beell used at least twice and was not used during the recent Taxi Driver job actioii until City staff 
told TSJ to use their procedures when customers were waiting. 

Procedural Issues 

Moilitoriiig of procedural coinpliance shows tlzat several procedures are not being coilsisteiitly 
applied. Vaucljler procedures have been discussed and revised tllrougl~ discussioii with TSJ 
several times, yet the procedures are not enforced. It also appears that the TSJ staff is not 
regulating tlze drivers' responsibility to stay with their vehicles as several issues have arisen that 
could have been avoided if drivers were ltept near their vehicles. Additionally, issues related to 
releasing vel~icles fi-on1 the staging lot in large volumes and illairual reporting of vehicles have 
established procedures that are not being iizipleiiiented when necessary. 

Finally, fair treatinelit by TSJ of the door-to-door shuttles and the taxis has become an important 
issue as the sliuttle drivers staged a job action on May 16 due to their perception of unfair 
treatiziei~t by TSJ and specifically one of their supervisors. 
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Staff obseivations coiiclude that cominui~ications coilti~lues to be a clialleilge for TSJ. L,aclc of 
consiste~lt enforceinent and lu~owledge of the procedures and policies by their staff shows a 
coilcell1 with ti-ailling and follow-tluougll towards supervisors a id  front line staff. Industry 
communication, beyond the taxi drivers, seeins iizcoilsiste~lt and limited. Regular taxi coinpaily 
and door-to-door sliuttle ineetiilgs have not beell held. 

Communications between Airport staff and TSJ has been strained, at times, and ineetings to 
bridge the issues have stai-ted again to iinprove tlie flow of iilfoilnatioil a id  to meet the coiilinon 
goal to iillprove the level of custoilzer service provided to the passengers. 

One-Year Optioil Exte~ision 

While staff has docu~neilted coilcellis wit11 TSJ related to operating the On-Demand Dispatch 
Services Agreemeilt, there is a realizatioil that a new program and process related to the 
clialle~lgiilg taxi iiidustry will encounter difficulties during the initial iiiipleineiltatioil and 
operation. Dan Fellton, Chair of TSJ, has committed to the resolutioil of these issues and has 
beell i~lsti-uiiieiltal in inaiiitai~liilg the direction of TSJ from the outset. He has committed to 
providing the services necessary to ensure the levels of service required by the Airpoi-t's 
passengers. He has and will coiltiilue to meet wit11 Staff to ensure ail actioil plan is in place to 
provide the improveinents necessary and Staff will return to City Couiicil slzould any action be 
iequiied outside of the current agreenlent. Staff is moving fonvard, as authorized by City 
Couilcil in 2005, to iii~pleinent the first one-year option period for the Agreeineilt. 

Coillpaiiv Coiltract and Driver Aii-poit Access Peinlit Exteilsions 

The contracts between the City and the taxi companies expire in September 2007. They inay be 
extended on a year-to-year basis. Staff will be moving forward to extend tlle coiltracts of all 
coiilpai~ies that ase in compliaizce with the requireineilts of their contracts and the Model Study 
approved by City Coullcil in 2004. Cornpallies that are not in colnpliailce will not be offered the 
one.-year extei1sioil to their contract. The requireilieilts include: 

Operatiilg a miiliillu~il fleet of 15 vehicles, 
Operating a coillputer aided dispatclz systeizz, 
Coillpletioii of custoiner service traiiliilg by all drivers worlciiig under Airpoi-t Pel-inits, 
Coiiductiilg a ~liilliiiluiil of 25% of their Ail-port trips with alteil~ative file1 veliicles, aild 
Current on all fees and charges due to tlie City. 

Airport Access Peilnits for the 300 alternate-day peilnits, 195 issued to drivers and 105 issued to 
coinpailies, will also be offered one-year exteizsions. The 105 coInpany pennits will be 
reallocated to the coinpallies wliose coiltracts have been extended, based on the nuinber of off- 
Ailyoit trips repoi-ted to tlle City over tlie past year. 
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Taxicab Advisory Team StructureIWorkplan - 

Tlie Taxicab Advisory Teain (TAT) was originally establisl~ed i1-12001. At its inception tlie TAT 
was created to serve as tlie oversiglit and dispute resolution body for tlie Taxicab industry. Tlie 
group was intended to be balanced in its representation of affected stakeholders in order to 
ellsure that all perspectives were being considel-ed. The TAT was established with fifteen 
meinbei-s representing the following groups: 

* Three Owners and/or their representatives 
5 Three Drivers and/or their representatives 
* Four custoiner representatives (Downtown Business Assoc., Hotel Iiidustiy, 

Co~iventioil/Visitors Bureau, and Disability Advisory Commission) 
* Five City Adiniiiistrators (a representative fro111 tlie CMO that would serve as Chair, and 

representatives from DOT, SJPD, Airport, aid CAE) 

Each appointee was asked to serve for a two-year period to nlaintain continuity. At the outset tlie 
TAT niet 011 a quarterly basis (Aty~~s t ,  November, February, and May), wit11 specific topics of 
discussion identified for each meeting. The TAT was the11 required to provide an annual report 
to City Council in the fall of each yeas. 

Over time the TAT evolved into a less foi~nal body. Tlie ~neetings were held nloi-e frequently, 
on a inoiithly rather than quarteily basis, and while eacli of the stalcel~older groups continued to 
be 1-epi-esented, the group representatives changed without foi-nial appointment. In addition, tlie 
TAT decision-malting process became illore consensus oriented rather than driven by a ~najority 
of stakellolder votes. 

This fonilat served the coiixnittee when acting on the less contentious issues, however, recent 
action by driver representatives to refi-aiii fronl pai-ticipating in TAT ineetiilgs has called the 
cuiTent structure into question. Consequently, staff reco~nineiids tliat Council consider re- 
establisliing the original foniial appointee foriiiat for tlie TAT aid appoint individuals to f~~lf i l l  
the respective stakeliolder terms. This would re-establish tlle TAT'S fonnal oversigl~t 
responsibilities and offer all stakeholders an opportunity for meaningful participation. 

The TAT co~ltinues to update its workplan. Future topics include: 

0 Industry Advertising and Altenlative Revenue Sources 
Installation of Tiiforlnational Pouclies in Taxicab Veliicles 

* City of Sail Jos6 Regulatory Costs and Taxicab Industry Fees 

Staff will report on TAT workplan progress at subsequent Transportation and Enviro~xiient 
Coninlittee ~neetings. 
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PUBLIC OUTREACH 

Staff has presented to and souglzt feedback regarding inajor elelneilts of this report fi-om Taxi 
Sail Jose and the Taxicab Advisory Team. 

COORDINATION 

This has beell developed by the Departmeizts of Transpol-tation, Airport, and Police, and 
cool-di~zated wit11 tlze City of Sail Jose's Airport Coilxllissioll and the City Attorney's Office. 

A 

ctor of Trai~sportation 



Attachment A 

Evaluation of TaxicabIAirport Permit Leaseability, Transferability, and Caps 

The purpose of this document is to evaluate three specific taxicab industry items - leaseability, 
transferability, and driver and vehicle caps. Each of these items has been considered during the 
development of the new Taxicab Service Model. In approving the current Taxicab Service 
Model, the City Council referred two of the three items (transferability and driver/vehicle caps) 
to staff for further review and follow up. 

BACKGROUND AND HISTORY 

Through the spring and summer of 2005, staff and the taxicab industry invested significant 
resources to ensure the effective implementation of the new Taxicab Service Model.   he 
volume and complexity of implementation issues - fi-om competitive procurement of a starter 
and dispatch service, to developing and executing driver permits and company contracts, to 
refining data and communication systems - limited the time that staff and the industry have had 
available to effectively work on other customer service, industry and regulatory issues. 

Following a reasonably successful implementation of the new service model in the fall of 2005, 
taxicab driver training was implemented in the Spring of 2006 as part of the overall effort to 
improve the quality of the taxicab industry and its customer service. Almost 400 of the 500 
drivers received the training. However, other components of the proposed customer service 
program such as enhanced industry marketing and business development, and the installation of 
information display pouches in taxicab vehicles, have not been advanced by the taxicab industry. 
By most accounts though, the new taxicab service model has been highly successful when 
measured against ihe stated goals of the service model. 

Since the Taxicab Service Model was approved in May of 2004, the Taxicab Advisory Team 
(TAT) has continued to meet on a monthly basis to work on issues that are important to the City 
and the taxicab industry. During the semi-annual development of the workplan for the City 
Council Transportation Committee, staff has reported on the status and progress of the Taxicab 
Service Model and other regulatory and industry issues. The feedback fi-om the Committee has 
been positive to date. 

h response to the three items that are the focus of this evaluation, it is important to note several 
actions that have already occurred. The current Taxicab Service Model already provides a 
system of leaseability for companies and limited leaseability for drivers with Airport permits. 
Further, in May of 2005 and again in August of 2005, staff at the direction of the City Council, 
agendized a proposal that would have created a temporary cap on the number of Citywide 
taxicab driver permits and vehicles. The item was deferred and dropped in August 2005 pending 
the outcome of the implementation of the new taxicab service model. In September of 2005, 
with the implementation of the new taxicab service model, permit caps were established at the 
Airport based upon the consultant's recommendation to ensure that there was a sufficient supply 
of cabs while minimizing taxicab wait times. The Airport market more naturally lent itself to the 
regulation of the number of permits than did the Citywide market because there is the ability to 
control access and the average number of trips is seasonally consistent. 
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In the fall of 2006, staff placed the issues of leaseability, transferability, and driver and vehicle 
caps on the TAT Workplan. The TAT created three sub-committees to frame the three issues 
and return back to the fill TAT with input and recommendations. This report reflects the work 
of the sub-committees, and includes staffs recornmendation to the full TAT regarding how to 
proceed on these issues. 

ANALYSIS 

This section of the report describes the elements of the three items under review, the work and 
discussions that the TAT sub-committees conducted, and staffs recommendations. The current 
Taxicab Service Model was established with the goals of expanding access to the Airport and 
enhancing service to the downtown, neighborhoods, and customers in general. The service 
model was also designed to create more equity and balance within the taxicab industry, between 
companies and drivers, and to improve driver's opportunity to earn more income. Finally, the 
service model needed to be efficient and manageable from a City regulatory perspective, given 
limited staff resources and lack of cost recovery of the fees charged to this industry. The 
evaluation of leaseability, transferability, and driver and vehicle caps must occur within the 
framework of the goals of the Taxicab Service Model in order to be effective. 

1. Leaseabilitv of Airport Taxicab Driver Permits 

Leasing taxicab permits and vehicles was exclusively within the realm of taxicab companies 
prior to implementation of the current Taxicab Service Model. With implementation of the 
current Taxicab Service Model, drivers were granted limited leasing provisions with their 
Airport taxicab driver permit. Drivers with Airport taxicab permits can lease their permits two 
times for up to a total of three months in a twelve-month period. The current permit holder 
remains accountable for all permit requirements, including the actions of the lessee. The lessee 
must also be a permitted taxicab driver in the City of San Jose. The remaining terms of the lease 
are between the parties executing the lease, including monetary compensation. Companies have 
the ability to lease Airport permits under their control, and are similarly accountable for all 
requirements. 

The TAT sub-committee on leaseability met to discuss the issue on October 3Td, 30th and 
November 2gth, 2006. The sub-committee determined at its first meeting that since no overall 
cap existed for Citywide taxicab driver permits, the only current market for leaseability was at 
the Airport. Airport driver permits are limited to 300 (1 50 each alternate day) thus creating a 
potential market for drivers without Airport permits. The sub-committee also achieved 
consensus that the permit holder (driver or company) would remain accountable for meeting all 
permit requirements. 
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Taxicab drivers on the sub-committee proposed that Airport permitted drivers have authority to: 

e Lease their permit at any time. 
e Lease their permit to a second shift driver on the same day they worked their permit. 
e Extend the total lease time from the current three months to six months. 

Significant discussion occurred an the above proposals and other ideas include: 

e Extending lease periods from the current three months to four months. 
e Requiring the permit holder to service (actually drive) their permit 66% of their overall 

required 130 days (5 of every 14 days = 130). The 66% requirement would result in 
service being directly provided by the primary driver 86 days a year each at the Airport 
and in the City (172 total). 

e Authorizing drivers to lease permits only on their assigned Airport days that they choose 
to not work themselves to avoid overcrowding of taxicabs serving the Airport. 

e Lease Airport Access permits only to drivers currently on the Airport Permit Waiting 
List. 

The sub-committee also discussed the potential impacts and challenges associated with the 
proposals and changes to the current system of leaseability. Those discussions included: 

o Authorizing a 2nd shift lease would likely reduce the average number of trips per day that 
all Airport permitted drivers receive because it would likely add an additional driver at a 
time when the primary driver normally does not work. Prior to the implementation of the 
Taxicab Service Model, a total of 343 cabs had access to the Airport each day, with an 
average of 225 cabs working per day. These cabs averaged 1,025 trips per day for a per 
driver average of 4.55. Currently, 150 cabs have access to the Airport on any given day. 
The average trips have remained constant at roughly 1,025 per day, however, the average 
number of trips per driver have increased to an average of 6.83 per driver per day. 

e Market farces would determine the fees that would be paid by lessee drivers. The City, 
unless it became more heavily involved in regulating this aspect of the industry, woulld 
not be able to monitor lease transactions, and the associated impact to driver income. 

Drivers on the waiting list will likely wait a much longer period of time to receive an 
Airport taxicab driver permit as existing permit holders would likely see alternative 
opportunities to generate income, without having to actually drive a taxicab vehicle, and 
thus would likely hold on to permits longer than they might otherwise. To date under the 
current taxicab service model, 23 drivers have declined Airport permits and 17 have 
returned them, allowing 40 drivers on the waiting list to gain the opportunity to service 
the Airport. 

e Primary permitted drivers must remain accountable for all permit provisions. Extended 
and frequent leasing of the permit increases the likelihood that all pennit provisions will 
not be met, and infractions would occur that must be resolved with the primary permit 
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holder. The likely impact of allowing leasing in excess of three to four months per year 
is an increased difficulty, if not impossibility, of contacting the primary permit holder to 
resolve potential issues or infractions by the lessee (e.g. the main reason drivers initially 
requested leaseability in its current form was to enable lengthy trips to other countries). 

o Leasing for a 2nd shift at the Airport has the potential to attract drivers that normally serve 
the Downtown, neighborhoods, and dispatch calls, which may result in reduced service to 
non-airport passengers throughout San Josk. 

Follow-up discussions on the topic with the Taxi Advisory Team (TAT) on April 20,2007 
included the following comments: 

e Several companies indicated they are not utilizing their multiple driver leasing provision 
with any regularity, and as a result would agree to make their leasing provisions 
consistent with the drivers provisions. 

e At the same time, several companies suggested that they would not engage in second 
shifting of any kind. 

o All companies were unified in their opposition to having limits placed on the number of 
times per year that a company permit could be given to a new/different driver. 

Staff Recommendations to Taxicab Advisory Team on Leaseability 

1. Extend the maximum lease timeframe for drivers from three months to four months, 
without limits on the number of times a permit can be leased per year. 

2. Only authorize the extended lease period to drivers who are in full compliance with all 
permit obligations. 

3. Establish the minimum annual service days at 86 days for on-and off-Airport days for a 
total of 172 City-wide. 

4. Second shifting of driver or company permits should not be allowed under any 
circumstances to ensure that driver trip volumes do not drop to pre-model averages. 

2. Transferability of Airport, Taxicab Driver Permits 

Transferability refers to the sale, exchange or relinquishment of Airport taxicab driver permits 
from a current Airport permitted driver to a driver that only has a City taxicab driver permit. As 
part of the approval of the curi-ent Taxicab Service Model, the City Council directed the 
development of a legal methodology and implementation plan for transferability of permits 
within the system. The direction also required that information be included on the anticipated 
impacts and important considerations of implementing a new system. 
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A TAT sub-committee on transferability met to discuss the issue on November 1,2006. The 
sub-committee discussed a variety of potential transfer methods and criteria. Providing context 
for the entire transferability discussion was the fact that the Taxicab Service Model was designed 
to provide working drivers an opportunity to generate additional income through a more 
equitable regulatory system that provided flexibility to drivers to choose the company they 
affiliate with based upon the income opportunities and fees established by the company. It was 
not a service model designed to provide financial benefits for non-driving activities such as 
transferability. As a result, the City did not charge an acquisition fee to the primary permit 
holder. The Airport permits were assigned gee of charge to drivers based upon their ranking on 
a list established by the number of trips a driver served Airport customers during the service 
model study period. A waiting list has since been established, via lottery, of drivers wishing to 
obtain their own Airport permit. As Airport permits become available, they are assigned to 
drivers in order on the waiting list free of charge. As mentioned previously, 40 drivers &om the 
waiting list have received permits. 

Participants in the sub-committee process identified several potential strategies upon which to 
base a transfer methodology. The first proposed method of transfer would occur when an 
Airport permit holder no longer wants to continue servicing the permit. The permitee would 
return the permit to the Airport, and drivers on the existing waiting list would be given the 
opportunity to acquire the permit in the order they appear on the list similar to the current 
method, after paying a transfer fee. The significant difference from the current method is that the 
transfer would result in the payment of a second City established transfer fee to the Airport, with 
50% of the fee being paid to the permit holder initiating the transfer. The remaining 50% would 
be used by the Airport to offset the costs of managing taxicab programs. 

The second potential method of transfer could be used when an Airport permit holder no longer 
wants to continue servicing the permit. Similar to the method described above, the permit holder 
would return their permit to the Au-port and the permit would be transferred through a 
competitive bidding process by those on the waiting list, or all City permitted taxicab drivers. In 
this instance, the transfer would result in the payment of the proposed bid amount of the highest 
bidder to the Airport, with a 50% of the fee being paid to the permit holder initiating the transfer. 
The remaining 50% would be used by the Airport to offset the costs of managing the taxicab 
programs. 

It is important to note that the original offering of Airport driver permits occurred without having 
assigned any value or potential monetary benefit at the time of the initial distribution. Staff 
recommends that, in the event that some form of transferability of Airport permits is adopted, the 
City and the Airport consider a re-distribution all 195 of the Airport Access Permits through a 
lottery system. This system will allow all drivers an opportunity to obtain a permit provided that 
they meet the overall criteria. 

Considerations of Transferability of Airport Driver Permits 

At the time of approval of the new Taxicab Service Model in 2004, the City Council 
recommended consideration of transferability of Airport permits only after an evaluation of the 



effectiveness of the Taxicab Service Model. Any evaluation of the new system should consider 
how it is working both at the Airport and Citywide. A major objective of the alternate day 
rotation system and allocation of company Airport permits based on City trip volumes is to 
improve service for the City (non-airport) market. Thus, prior to considering transferability, the 
new system should be shown to be effective in both providing the desired level of service at the 
Airport, and in improving dispatch response times and service quality for non-Airport trips. 
There has been monitoring of the new system, yet a final determination on the overall 
effectiveness of the new system cannot be made quickly. The proposed system incIudes a 2-year 
transition period (thm September 2007), and that period of time and possibly an additional year 
are needed before the long-term success of the new system can be fully determined. 

Concerns with Transferability of Airport Driver Permits 

Transferability of Airport driver permits is not part of the recommended service model largely 
due to the counterproductive impacts of transferability on driver incomes beyond an initial, 
potential windfall for the group of current drivers that received permits in the initial allocation; 
and due to the constraints that transferability would create for further modification of the taxi 
service model to changing City needs. 

Fundamentally, transferability means that certain drivers receiving permits would benefit at the 
possible expense of existing drivers that do not receive a permit in the initial allocation and 
future generations of drivers. A major issue in the current study has been driver incomes; a 
major feature of the recommended service model is to control the number of cabs serving the 
Airport as a way to improve driver productivity and driver incomes. Drivers are hoping that 
these controls will translate into a value to their Airport permits. If this develops, drivers holding 
Airport permits could sell the permits to other drivers and thus profit from having held the 
permits. 

While this may be desirable from the perspective of the drivers who have been issued the initial 
Airport permits, the effect would be to reduce the incomes of drivers that want to work the 
Airport in the future. Existing drivers not receiving permits in the initial allocation, and future 
drivers, would have to make an upfiont payment to gain access to the Airport through a driver 
permit; putting them at a distinct disadvantage to current Airport permitted drivers. The 
payments would come from personal savings or loans. If loans are not available, the need for 
building up personal savings poses a barrier to entry for future drivers. If loans are available, 
payment on the loans then reduces the net income of those drivers making loan payments - 
potentially quite substantial, as seen in New York, Chicago, Boston and other major cities where 
a medallion system has been adopted. 

In effect, permit transferability may result in the City facing the same problems with driver 
incomes that the proposed service model is designed to address. The new service model would 
thus be a short-term "fix" without lasting impact on the incomes of drivers who serve the 
Airport, exactly the opposite of the intended result. 
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Transferability also is likely to create obstacles to modifying the regulatory system to meet 
unforeseeable changing circumstances. The value of permits from transferability creates very 
strong incentives for permit holders to resist changes to the system, however beneficial they 
might be. It is notable that in major medallion cities, taxi drivers and owners resisted increasing 
the number of taxicabs for decades on the fear that an increase would hurt medallion values. Tn 
fact, however, medallion values and the position of the industry were strengthened by the 
issuance of additional medallions because customers could be better served, industry market 
share increased, which in turn translated into increased medallion values. However, staffs 
position an transferability is that taxicab permits are City owned permits whose rights should not 
be privatized. The Taxicab Service Model is organized in a manner that emphasizes that the 
appropriate place for profit in the taxi industry is the result of providing excellent service to the 
customer. 

Staff Recommendations on Transferability of Airport Permits 

1. As the initial two year phase of the taxicab service model nears completion, staff 
recommends that the current system where drivers gain access to Airport permits based 
upon service, and their position on a waiting list be maintained, as opposed to a system 
where drivers buy and sell perrnits through an open market or regulated transfer process. 
Current drivers gained access to Airport perrnits through service, without any charge, as a 
means of encouraging their long-term service commitment. Future drivers on the waiting 
list should be provided the same opportunity. Staff an;llysis of the issue, and 
rec~mmendation, provides the requested information to meet City Council direction to 
develop a legal methodology for transferability, including the anticipated impacts and 
important considerations of a new system. 

2. In his letter dated April 27,2007, Ron Lind, President of United Food & Commercial 
Workers Local 5 states that the staffs analysis on Transferability is flawed, however, 
they make no statements as to how Transferability could be implemented or how the 
staffs recommendations should be modified. 

3. Taxicab Driver and Vehicle Permit Caps 

As part of the approval process of the Taxicab Service Model, the City Council directed that staff 
return to the City Council Transportation Committee with the framework for an administrative 
methodology for adjusting the number of Citywide taxicab perrnits. In the interim, there shall be 
no increase in the overall number of Citywide taxicab perrnits using March 1,2004 as the 
baseline. Staff provided a status report to the City Council Transportation Committee on 
November 1,2004 identifying the that number of taxicab driver permits had reached the level of 
571 and the number of taxicab vehicle licenses had reached the level of 572. At the November 
16,2004 City Council meeting, staff was directed to draft an ordinance for City Council 
approval that would temporarily limit the number of citywide taxicab driver permits at 571 and 
the number of taxicab vehicles at 572. In response to this direction staff agendized an item for 
City Council consideration on May 17, 2005. The item was deferred twice to May 24", 2005 
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and August 23rd, 2005 before being dropped. Staff has continued to monitor driver and vehicle 
numbers and has provided status reports to the TAT from March lSt, 2004 to the present. Police 
Department data has co~isistently shown that driver pennits and taxicab license numbers have 
remained constant at or near 500 for both drivers and vehicles. 

Background on Taxicab Driver and Vehicle Caps 

The TAT sub-committee on Driver and Vehicle Caps met on November 1 3th, 2006 and January 
17,2007. Before the sub-committee discussions on a cap are presented, it is important that 
information and analysis on the subject place the issue in context. The goal of a cap on the 
nurnbet- of permitted taxicabs in the City would be to address a perceived oversupply of taxicabs. 
The information below identifies what factors should be considered, and how the setting of a cap 
might occur, in the event that it is determined that setting a cap is the best course of action for the 
taxi industry and the City. 

Setting and maintaining a cap must adequately address two issues. First, the factors to be used in 
the analysis that would lead to setting a cap must be clearly identified and be shown to have a 
direct impact on driver income. Second, a methodology must be developed for the on-going 
administration of a cap and the issuance of additional permits when demand for taxicab service 
increases beyond the taxicab industry's capacity to meet it. 

Challenges with the Use of Caps, ParticuIarly on the Citywide Market 

A cap on the number of taxicabs on a Citywide basis is not part of the recommended service 
model for the following reasons: 

e Caps reduce incentives to expand markets and improve customer response times. 
e The inherently difficult and imprecise nature of the analysis used to determine caps. 
Q Caps increase regulatory burden and costs created by administering and reviewing cap 

levels. 

Caps Reduce Incentives to Expand the Market 

A primary goal of the recornended service model is to create incentives for cab companies to 
market their services and increase trip volumes for drivers. Caps undercut incentives for 
companies to improve and market their services, since they are prohibited fiom expanding in size 
as warranted by increased demand. Comparisons with other cities indicate that the demand for 
cab service in San Jos6 is partially depressed by high fares and slow response times, and capping 
the market will not improve this situation. San Jose's taxicab fare is among the highest fares in 
the nation, and in fact has the highest rate of the 13 largest taxicab markets in the US. In 
addition, in terms of customer satisfaction with wait times, it is one of the lowest rated aspects of 
service in this industry, with 35% of Downtown businesses rating response times as poor. When 
compared to San Diego, Seattle, Fairfax County VA, and Montgomery County MD, the average 
number of daily dispatched kips per 100,000 population is significantly lower in San Jose. It 
should also be kept in mind that San Jose has a number of factors that make kture growth an 
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expected reality including: the Airport Masterplan, the City's Economic Development Strategy, 
future developments in Downtown, and new and updated regional malls. 

Setting Caps is Difficult and Imprecise Work 

Caps require a difficult and imprecise evaluation of the number of cabs necessary to serve 
current demand. The optimal balance between the number of cabs and trip volumes is affected 
by numerous factors including the efficiency of dispatch procedures and geographic and time-of- 
day variations in demand. Setting the number of Airport permits at 300 has required extensive 
analysis; the task of setting a Citywide cap is several orders of magnitude more difficult, and 
must take into account that San Jose's cabs are also the primary fleets that serve many of the 
other cities in Santa Clara County. 

The Airport has fairly precise taxicab data, by t h e  of day and day of week. The Taxicab 
Advisory Team (TAT) extensively analyzed and debated what the appropriate number of cabs at 
the Airport should be. After two months of debate, the TAT could not agree on the appropriate 
number. The current Airport companies thought that 350 alternate day permits were needed to 
adequately serve Axport customers. Drivers were of the opinion that 240 could adequately meet 
customer needs. Staff determined that 300 pennits (60 of which are proposed on a provisional 
basis until actual experience is obtained) would be the appropriate number to meet customer 
needs and ensure productive Airport days for drivers. Attempting to establish a similar number 
for the City given all the variables would be a difficult and costly exercise. 

Regulatory Burden and Cost of Setting Caps is High 

Capping the number of taxicabs will likely result in the City regulating other economic aspects 
of the taxicab industry, principally the gate fees that cab companies charge drivers. San 
Francisco, Chicago and New York have all found it necessary to regulate gate fees as well as the 
number of cabs, when the goal attempting to be achieved is higher driver incomes. The results 
fiom each of these cities, in terms of impact on driver income, have been mixed. 

Finally, the level of regulation incurred by caps and possibly gate fee regulation is costly and 
burdensome. In 2004, San Jose had a $750,000 shortfall in cost recovery for taxicab regulation. 
Staff has implemented a new service model, with improved regulatory oversight, all within 
existing staffing levels. Given the overall budget shortfall the City is attempting to balance by 
June 3oth, proposing the addition of staff to regulate an industry that is well short of cost 
recovery remains counterproductive. Analysis of caps cannot be undertaken without additional 
staff or consultant resources, and fees on the industry. But if fees are to be raised, they should 
first be allocated toward reducing the City's current shortfall between regulatory costs and fee 
revenue, and not on adding new regulatory activities. 

Relevant Factors for Setting a Cap on Taxicab Drivers and Vehicles 
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Setting caps on drivers or vehicles should be based on an analysis of the following factors: 

o Trip volumes (both airport and non-airport trips) and market demand 

o Customer response times and customer satisfaction 

o Number of cabs and utilization rate 

o Number of drivers (full-time, part-time and not working) 

o Driver productivity and driver income 

o Rate of (customer) fares 

o Gate fees charged to drivers by companies 

o Company marketing and promotion 

o Driver movement between companies 

Based on these factors, it could be assessed whether market conditions suggest that a cap is 
necessary. If it was determined that market conditions were favorable enough, no cap would 
need to be considered. If it is determined that market conditions were not improving, staff would 
then be authorized to begin the process of making a determination to set a cap. If the City 
Council were to direct staff to declare a cap, objective criteria would need to be used to ensure a 
fair and defensible process in the setting of a cap, requiring further consultation with the City 
Attorney's Office. 

Administration and Adjustment of a Cap 

Were a cap to be instituted, there would necessarily be periodic (annual or every other year) 
reviews of whether the number of authorized taxicabs were sufficient to meet customer demand. 
The review should be conducted at the request of taxicab companies, drivers, taxicab users 
(including residents and the business community) or the relevant Departments of the 
Transportation and Aviation Services City Service Area. 

Given the costs that would be created by a review process if a cap were set, it is recommended 
that a fee be charged to each taxicab company, based on the number of taxicabs in use at the 
company, including affiliated cabs, and on each permitted driver on a cost recovery basis. 
Companies and drivers would share the cost of the review. For example, if the total cost of a 
review was $60,000, and there were 480 taxicabs and 480 permitted drivers, the cost would be 
$6 1 per cab, including affiliated cabs (paid by companies) and $6 1 per driver (paid by drivers). 

Citywide or Company Specific Caps 

A key consideration in setting and administering a cap concerns whether the cap applies to the 
industry as a whole or to individual companies. Generally, other jurisdictions have set their caps 
citywide. The advantages of the citywide approach are its simplicity and uniformity. 

The disadvantage is that a citywide cap is unfair to cab companies that are not the source of the 
oversupply of cabs. While some companies may have an oversupply of cabs relative to dispatch 
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calls, other companies may appropriately balance supply and demand. These latter companies 
most likely have effectively marketed and promoted their services and thus increased dispatch 
calls, trips per driver, driver productivity and driver income. It would be unfair and likely 
counterproductive to cap the ability of some companies to grow - and their incentive to improve 
their operations - due to problems at other companies. Thus, in order to maintain the current 
service model incentives for companies to market, promote and attract new customers, if the City 
Council determines a cap to be an appropriate regulatory tool for the City to use, it is suggested 
that it be considered on a company-specific basis rather than industry-wide. 

An additional consideration in administering a cap concerns the start-up of new companies. A 
key element in the proposed service model is allowing new companies to enter the market and 
compete with existing cab companies. San Josk has seen one new company enter the market in 
recent years and compete effectively and build its business and reputation. In order to maintain 
this key feature of the recommended service model, it is recommended that new companies be 
allowed to enter the market, even in the event that a cap is instituted, if they show a market need, 
a credible business plan to meet the market need, and have a commitme~it &om 5 or more drivers 
(15 after the 2-year transition period that ends in September 2007) to be affiliated with the 
company within a designated period of time. 

Experience in Other Jurisdictions with Caps 

The experience of three jurisdictions illustrates alternative ways that periodic reviews on the 
number of authorized taxicabs are conducted. 

San Francisco - The San Francisco Taxicab Commission conducts an annual review of the 
number of taxicabs in the city/county. The review this year will include a mail survey of taxi 
users, test calls to cab companies to measure dispatch response times, and observations of taxi 
availability for flag drops on Downtown streets and at hotel taxi stands. The Taxi Commission 
will publish the results and hold a hearing. If the Taxi Commission votes to issue additional 
medallions, the City Controller conducts an analysis of the financial impact on the industry and 
recommends to the Board of Supervisors whether fares and gate fee caps should be adjusted. 
The cost to the Taxi Commission including consultant and staff time is projected to be $50,000 
to $60,000. The cost for the City Controller to complete their portion of this analysis was not ' 
available and the results of the analysis are typically limited in terms of the depth of analysis. 

Denver - The Colorado Public Utilities Commission regulates Taxicabs in Colorado. Reviews 
of the number of taxicabs are conducted in response to applications for operating authority from 
existing or new taxi companies. Applicants must prove the need for additional cabs; companies 
typically attempt to do so through letters of support from the public and hotels and the testimony 
of witnesses (consumers and/or experts). Administrative law judges conduct the hearings and 
make a recommendation to the PUC based on the hearing record. PUC staff has not conducted 
independent studies. Costs include the time of judges and court reporters; no cost estimate is 
available. 



Las V e ~ a s  - The Nevada Taxicab Authority, which regulates taxicabs in Las Vegas, collects 
detailed statistics on trips, revenues, average fares and shifts worked from each of the 16 cab 
cornpanies on a manthly basis. In 1996, the Taxicab Authority adopted a formula for issuance of 
additional taxicab medallion licenses based on the number of taxi trips. Additional medallions 
are issued based on increases in the number of trips. Taxicab Authority staff conduct analyses of 
the industry data and report.to the Taxicab Authority Board, which makes the final decision after 
hearing testimony from companies, drivers and other interested parties. The Taxicab Authority 
has regularly issued new medallions, most recently a May 2003 allocation of three medallions 
per company. An estimate of costs of the analyses and reviews is not available. 

Sub-committee Proposals on Driver and Vehicle Caps 

During the first sub-committee meeting, the stakeholders representing drivers and the local union 
proposed the following: 

o A cap on vehicle licenses at 475. 
* A reduction of driver permits. 

After lengthy discussion, the following impacts and challenges to implementing a cap on taxicab 
drivers or taxicab vehicles were brought forward: 

o Setting a fixed cap may limit the ability to provide acceptable customer response times 
both on and off airport. (Acceptable response times identified in the Taxicab Regulatory 
and Service Model Study were 20 minutes from the request for service for off airport 
service calls or within 5 minutes of the requested pick-up time. On airport service wait 
times should be 5 minutes or less.) 

a Setting a cap would limit taxicab companies' ability to grow their customer base. 
How would taxicab companies that are losing drivers, but not necessarily customers, 
meet customer demand if a cap on drivers has been hit? 

Taxicab companies present at the sub-cornittee meeting were opposed to setting caps on both 
drivers and vehicles. It was pointed out that the City does not limit other industries from 
acquiring resources and equipment to respond to market demands. The taxicab companies 
indicated that their primary revenue transaction was to lease vehicles, and access to a customer 
base by contractual drivers. Should a cap be established it would: 

Limit a company's ability to generate business and market share. 
o Adversely impact taxicab companies in their ability to meet trip demands. 

Adversely impact a company's ability to increase their fleet size, which further limits 
their ability to generate a return on their business investment. 
Drivers moving from one company to another may not be able to be replaced by the 
primary company and this could adversely impact customer service response times if the 
primary company does not have sufficient drivers to handle their call volume. 
If only vehicles were capped, then the remaining vehicles would have a much heavier 
demand and may create a necessity to operate a single vehicle 2-3 shifts a day. 
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e Replacement vehicles for those cabs out of service for repair or because of an accident 
may be limited or non-existent. 

Staff Recommendation/Potential Impacts of Caps on Airport Access Permits 

1 )  Self-Regulation: Given the industry's apparent self-regulation at 475 to 500 vehicles and 
drivers, there is no urgent reason for establishing a cap at this time. Reports of extended wait 
times for cab service in the downtown and at the airport have been reported during special events 
when the draw on cabs at both the airport and in the City is high. This in an indicator that there 
are insufficient cabs at certain times and that a cap would only increase poor response times if a 
cap were instituted and the numbers of available cabs were further reduced. Data shows that 
daily driver trip volumes have increased since the inception of the Taxicab Service Model. The 
pre-model average of approximately 4 trips per day has increased to a current average of 
approximately 7 trips a day. 

2) Company PlanJOffer: Consistent with initiation of the service model in September 2005, 
staff will require taxicab companies to provide current and prospective drivers with a company 
plan and offer designed to inform drivers of the advantages, opportunities, marketing, and 
expected trip volume as well as the specific fees to be charged. The company plan and offer is 
designed to generate competition among companies for driver's services. This process along 
with the permitting of drivers, and providing access to all San Jose taxicab companies at the 
Airport provided for lower driver fees by comp&es, and the creation of a company that is 
majority owned by drivers. 

3) Cost Recovery Shortfall: As was documented during approval of the service model in 2004, 
the current regulatory costs of the taxicab industry are not recouped through industry fees. The 
General, Airport, and Transportation Funds absorb the shortfall. Any expansion of regulatory 
requirements, like the implementation of a cap, would only exacerbate the existing shortfall, in 
an environment where further budget reductions are being recommended in the 2007-08 
Proposed City Budget. 

4) Increase Regulatory Cost Per Driver: If caps are instituted the shared cost of regulatory 
fees would need to be spread among a smaller driver base, and potentially significantly 
increasing individual driver costs. 

5) UFCW Local #5 Comments Regarding Caps: In their April 27,2007 letter UFCW Local #5 
suggests "the emphasis of any analysis of appropriate supply and demand should focus on a 
solution around distribution of current cabs at appropriate times." This suggests that either the 
Airport or the City of San Jose have the regulatory capability to deploy cabs during high volume 
periods, which they do not. Tn addition, Taxicab Companies regard drivers as independent 
contractors and not employees, and therefore do not control their working hours in any way that 
would accommodate the union's recommendation. At present, the Taxicab Service Model 
regularly experiences cab shortages at the Airport during peak demand periods. It is clear that 
any reduction in the current number of cabs/drivers would significantly increase wait times as a 
result. It is important to note that, along with driver incomes, customer service is a central 
component of a successful taxicab service model. 


