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March 9, 2012

RE: Taxicab Meter Rate

King County would propose a 3.5% to 3.8% meter rate increase.  Costs out of pocket should be equal for driver and owner, with no revenue gain for owners as proposed in City of Seattle meter rate increase proposal which estimates a revenue gain for taxicab owners.  

Methodology and Assumptions:

Industrial Insurance cost of $2.87 per shift is a 1.8% of estimated per shift revenue
· Industrial Insurance increase is estimated based on COS data
· Driver cost cannot exceed 25% per state law

Sales Tax cost averaged at $3.36 per shift is 2% of estimated per shift revenue.  Note sales tax is not a change and meter rate adjustment is not required by RCW 81.72.240.
· State law requires that lease of equipment without an operator is subject to State Sales Tax.  This has been in effect for many years.  Some taxicab companies have been paying sales tax and some have not.  State Department of Revenue audited some Taxicab companies and assessed sales tax on leases where the tax had not been paid.  
· Approximately 66% of all taxicab vehicles are individually owned, 9% are owners with 2 cabs and the remaining 25% of taxicabs are owners with 3 or more taxicabs.  Assuming all shifts and all cabs would be subject to sales tax in the amount of $7.13 per shift would overstate the actual cost to the industry and a lower amount should be used to for any meter rate increase.  King County is proposing $3.36 which equates to a 2% meter rate increase.
· Owner/Operators (vehicle owners that drive) do not owe sales tax
· Majority of taxicabs have one shift that is owner operated (no sales tax due)
· Sales tax cost is not a change, sales tax has been due on equipment leases for many years
· Seattle has a current lease rate cap at $75 – King County has no lease rate cap

CPI increase should not be used as it reflects costs of goods and not relevant industry costs.  In addition, the 2008 meter rate increase was based on actual industry costs.  The primary cost of fuel has remained below $4.00 per gallon and most vehicles mpg exceed 10 mpg used in the 2008 rate increase.  Over 40% of licensed taxicabs are now “Green” either hybrid or cng.  It would be inappropriate to use a prior rate calculated on industry costs and arbitrarily increase that cost based rate by a CPI increase.  
· Rates were raised in 2008 based on a vehicle at 10 mpg and gas at $4.00 per gallon.
· Many taxicabs mpg exceed 10 mpg
· CPI was not used in the 2008 meter rate increase
· Gas price remained under $3.60 per gallon between 12/1/2011 and 2/15/2012
· There was a gas savings of $5.88 per shift between 12/1/2011 and 2/15/2012
· Gas prices remained under $3.90 per gallon between 6/1/2011 and 11/30/2011

RCW 81.72.240 Rate adjustments – Industrial insurance, other costs…
(1) Any city, town, county or port district setting the rates charged for taxicab services under this chapter must adjust rates to accommodate changes in the cost of industrial insurance or in other industry-wide costs. 

Seattle Current Proposal & Assumptions:
· 5.7% rate increase
· Increase paid by - $9.26 per shift passenger, $.65 per shift Driver.  Note Taxicab Owner pays nothing; their revenue is increased by $.38 per shift.
· Industrial insurance  increase of $2.87 per shift
· Taxicab Lease Retails Sales Tax of $7.13 per shift
· CPI at 2.7% of $.20 per trip
· Assumes 10.9 trips per shift
· Assumes 4.4 mile trip average
· Assumes 147 vehicle miles per shift and 48 revenue miles per shift
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