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September 20, 2004
The Honorable Larry Phillips
Chair, King County Council
Room 1200
C O U R T H O U S E
Dear Councilmember Phillips:
Enclosed for your review and approval is a proposed ordinance to increase the prescribed taximeter rate for King County licensed taxicabs.   Rates were last changed in 1992.  We are requesting that the proposal be coordinated with the City of Seattle Council as a similar rate increase is going through the City of Seattle legislative process.  Approximately 60% of King County licensed taxicabs hold both a County and a City license, or dual-license, and both City and County codes require only one rate on the meter; consequently, rate changes need to be done in lock step with the City.

	Type of license held
	Number

	     County only
	199

	     County/City (dual)
	303

	 Total County     
	502

	     City only
	339

	Regional total taxicab fleet
	841


Rate Increase

The proposal is to raise the drop and distance charges in the taximeter rate.  The time charge is unchanged.
  The increase is $.70 for the drop rate and $.20 for the per-mile rate, as set out below:   
	
	Old
	New
	Increase

	Drop Rate
	$1.80

(includes first 1/9 mile)
	$2.50

(includes first 1/10 mile)
	$.70

	Per-Mile Rate
	$1.80
	$2.00
	$.20


The average trip in Seattle is approximately five miles; the average trip in the County is approximately 15 miles.  The increase in the fare in both cases, a 5-mile and a 15-mile trip, will increase less than the approximate 36% increase in the cost of living since 1992, the last year rates were changed.

	
	Old Rate
	New Rate
	Increase

	5-mile
	10.60
	12.30
	16%

	15-mile
	28.60
	32.30
	13%


How rates are established

King County Code 6.64.760 sets out how taxicab rates are established.  To summarize, rates are set by the Council based on the public need for adequate taxi service at the lowest level possible, rates of other similar cities, and the effect of such rates on the transportation of passengers and the licensee's need for revenue to cover costs (including all operating expenses, depreciation accruals, rents, license fees, depreciation) and a reasonable profit.
Previous rate increase
The County rates were last increased in 1992 from $1.20 drop, $1.40 a mile to $1.80 drop/$1.80 a mile.  Waiting time was increased from $.35 a minute to $.50 a minute.  At that same time, the City adopted a rate ceiling of $1.20/$1.40; however, fully 80% of all Seattle taxicabs operated at the ceiling thus mirroring the County rate.  This was mainly due to the large number of taxicabs that maintained both a City and a County license.  In 1997, the City amended their ordinance to establish a fixed rate to match that of King County.  The City, County and Port have worked closely together to establish substantially similar regulations to ensure that the regional taxicab fleet is not adversely affected by disparate entry and rate requirements.  
Summary of reasons to support rate increase 

· Rates were last changed in 1992.
· The Taxicab Advisory Group (TAG), a work group comprised of City, County, and Port representatives, taxicab service organization managers, drivers, hospitality industry representatives, and senior and disabled community representatives, recommends the increase.

· The increase is sufficient to cover driver and owner costs (increased operating costs including gas and insurance and the cost of living).

· The proposed rate is kept at a minimum increase to cover costs but prevent overburdening the fixed and low-income members of the public who rely on taxicabs.

· Drivers have not had a taximeter rate increase for 12 years.  Meanwhile, the cost of living has increased by nearly 36% since rates were last increased by the County in 1992 (based on Consumer Price Index from the US Dept of Labor, Bureau of Labor Statistics for the West Coast Urban area).  The minimum wage has increased 68% from $4.25 in 1992 to $7.16 in 2004.  Additionally, fuel prices have increase 79% based on the CPI Average Price in US Cities.  In 1992 the average price for unleaded gas was $1.127; in July 2004, the average price was $2.009, a 79% increase.  
· The current taximeter rate was high in comparison with other large cities when first adopted by King County in 1992.  Today, the current taximeter drop charge and distance charge are low in comparison with these cities (see attached Taximeter Rates Based on a Survey of Large Cities).  Some taxicab costs, such as fuel costs, are higher in Seattle than other cities.

A comparison of fares for a 5-mile and 10-mile trip based on taximeter rates for other large west coast cities with similar high costs of living indicates that the proposed taximeter rate would rank Seattle in the middle.
	City
	Rate
	5-mi trip (average City trip)
	15-mi trip (average County trip)

	San Diego 
	$2.20 drop/$2.40 mile
	$13.96
	$37.96

	San Francisco 
	$2.85 drop/$2.25 mile
	$13.65
	$36.15

	Seattle
	$2.50 drop/$2.00 mile
	$12.30
	$32.30

	Los Angeles 
	$2.00 drop/$2.00 mile
	$11.80
	$31.80

	Portland 
	$2.50 drop/$1.80 mile
	$11.30
	$29.30


Taxi Advisory Group Rate Committee recommendation

The Taxi Advisory Group (TAG) is a group of industry, regulator, and client representatives that meet regularly to discuss taxicab and for-hire issues (a list of members is attached).  The group is facilitated by the City of Seattle, Licenses and Consumer Affairs Division.  The TAG appointed a committee to look at taxicab rates, and on April 30, 2003, the committee proposed a $.70 drop rate increase, from $1.80 to $2.50.  The committee did not forward a recommendation for a per-mile rate increase because they believed the timing was wrong.  Subsequent to 9/11 and with the downturn in the economy, the taxi industry suffered a decline in business.  At that time, the industry believed that any increase in the per-mile rate could further reduce the number of taxicab trips.  The committee subsequently revisited the issue and in June 2004, recommended that in addition to the increase in the drop rate from $1.80 to $2.50, the per mile rate be increased from $1.80  to $2.00 per mile.  The TAG agreed with the committee’s rate increase proposal.  

Recommendation

The recommended rate increase is reasonable and should move forward in conjunction with the City of Seattle’s taximeter increase proposal.  The rate increase is supported by the industry, the City of Seattle, the Port of Seattle, and TAG members who represent riders.  Higher rates will have a higher impact on low-income riders and agencies that subsidize or pay for taxi rides.  However, given the rise in operating expenses since the last rate hike, the meter rate increase is merited.  Failure to increase the taxicab rates in sync with the City of Seattle will force the 303 dual-licensed taxicabs to abandon either their City or their County license, operate only in the jurisdiction for which they remain licensed, reduce service and response to customers, and risk having their abandoned licenses deemed null and void pursuant to both County and City statutes for failure to operate.
If you have any questions, please call Dean Logan, Director, Records, Elections and Licensing Services Division, at (206) 296-1540.

Sincerely, 

Ron Sims
King County Executive

Enclosures
cc:
King County Councilmembers


ATTN:
Scott White, Chief of Staff




Shelley Sutton, Policy Staff Director




Anne Noris, Clerk of the Council


Steve Call, Director, Office of Management and Budget


Paul Tanaka, County Administrative Officer, Department of Executive Services (DES)

Dean C. Logan, Director, Records, Elections and Licensing Services Division, DES
� Taximeter fares are a combination of a drop charge (cost of the first distance interval – a fraction of a mile), a distance charge (calculated as the sum of all distance intervals after the first), and a time charge (calculated per minute at taxicab speeds below the crossover speed).  At any given moment, a taximeter will compute a fare based upon either the distance charge or time charge depending on whether the speed of the taxicab is above or below the crossover speed.  The crossover speed for the current taximeter rate is 17 miles per hour : [$0.50 per minute X 60 minutes] ÷ $1.80 per mile = 17 mph.  At speeds at or above 17 mph, the taximeter computes fares based on the distance charge, and at speeds less than 17 mph, the taximeter computes fares based on the time charge.  The crossover feature provides an incentive for a taxicab driver to provide service to passengers during periods on heavy traffic congestion.  The crossover speed for the proposed taximeter rate is 15 miles per hour : [$0.50 per minute X 60 minutes] ÷ $2.00 per mile = 15 mph.  





