NEW YORK CITY TAXI AND LIMOUSINE COMMISSION

Notice of Promulgation of Rules

Noticeis hereby given in accor dance with section 1043(e) of the Charter of the City
of New York (“Charter”) that the Taxi and Limousine Commission (“* TLC”) hereby
promulgates amendmentsto rules gover ning issuance and public sale of taxicab
licenses.

These rules are promulgated pursuant to sections 1043 and 2303(b)(11) and of the
Charter and sections 19-503 and 19-532 of the Administrative Code of the City of New
York. These ruleswere not included in the TLC’ sregulatory agendafor Fisca Year
2007 because the need for such rules was not anticipated at the time the regulatory
agenda was published.

These rules were published for comment in the City Record on May 8, 2007. A public
hearing on these rules was held by the TLC at its offices at 40 Rector Street, 5™ Floor,
New York, New York 10006 on June 14, 2007 at 9:30 am. Pursuant to section
1043(e)(1)(c) of the Charter, these rules will take effect 30 days following publication in
the City Record.



Statement of Basis and Pur pose of Rules

The rules amend chapter 13 of the rules of the Taxi and Limousine Commission (“TLC"),
governing the issuance and public sale of taxicab licenses, generaly known as
medallions. The changes are made generally to reflect experience gained with the
auctions of taxicab licenses held in 2006 and to ensure that future auctions provide for
full and fair competition among all bidders.

These amended rules will apply to an auction of one hundred fifty taxicab licenses
authorized by chapter 535 of the laws of 2006 and section 19-532 of the New Y ork City
Administrative Code, an auction of unsold medallions remaining from the taxicab license
auctions authorized by chapter 63 of the laws of 2003 and section 19-532 of the New
York City Administrative Code, and any additional auctions that might be authorized in
the future.

The amended rules include a number of technical and terminological anendmentsto
existing rules, as well as the following substantive amendments:

The amended rules eliminate provisions permitting a minifleet purchaser to
purchase only one medallion to add to an existing minifleet; experience with prior
auctions demonstrated that minifleet purchasers did not use that option.

The rules eliminate the ability of licensed taxicab brokers and their principals and
employees to purchase medallions on their own behalf while advising potential
purchasers at the auction. This change is made to reduce the possibility of
collusion or other misuse of bid information.

The rules provide anti-collusive bidding language and further restrict the ability of
winning bidders who are also reserve bidders to default on winning bids in favor
of their reserve bids. These changes are made to align practices more closely with
those in place for the procurement process under the General Municipa Law and
to assure that the auctions are open, fair and competitive.

The rules permit the Chairperson to establish separate reserve classes (of at least
10 % of the number of medallions being sold in each class) for each type of
medallion being sold. This changeis done to permit the TLC to set reserve
classes of asize that will help guarantee that al medallions will be sold in any
auction.

The rules provide that tie bids will be decided by drawing at the public bid
opening, regardless whether the bidders choose to attend the opening. This
provision isintended to eliminate an unnecessary delay in the auction process.

Therules provide that a bidder’ s failure to close within 30 days of notification of
the winning bid will require submission of an additional deposit of $25,000, and
that failure to close on the bid within 60 days of the bid opening would result in a



disqualification of the winning bidder and forfeiture of the first deposit of $2,000
per medallion. This provision isintended to ensure that winning bidders close on
their bids promptly, and put their medallions into service promptly.

The rules expressly provide that closing on awinning bid shall be scheduled only
after the winning bidder demonstrates satisfaction with the requirements of
medallion ownership and submits proof that the bidder has purchased a vehicle
that iseligible for hack-up. This provision isintended to ensure that winning
bidders promptly qualify to own medallions, and promptly put their medallions
into service.

The rules provide that bidders must be individual persons, to reflect experiencein
prior auctions, although bids will continue to be assignable to partnerships,
corporations and limited liability companiesin which awinning bidder isa
partner, shareholder, or member. The TLC's experience in 2006 was that all bids
were placed by individuals, but that many winning bids were closed upon by
corporations, limited liability companies, or partnerships. Bidders typically do
not organize entities to own medallions until they know that they are winning
bidders.

Therules clarify that new fingerprints must be obtained prior to closing from any
winning bidder who does not have fingerprintsin electronic format on file with
the TLC. The prior rules specified that fingerprints had to be obtained within 30
days of the bid opening, but the experience of the 2006 auction indicated that the
timing of the closing, rather than the bid opening, was a more important reference
point for obtaining fingerprints.

The rules clarify that the statutory ratio of independent medallions and minifleet
medallions will be maintained as required by the Administrative Code.



Section 1. Title 35, chapter 13 of the Rules of the City of New Y ork is amended as
follows:

[Deleted material isin brackets]
New materia is underlined.

§13-01 Definitions.
For purposes of this chapter:

@ “Accessible medallion” shall mean ataxicab license valid for use only with a
vehicle accessible to a passenger using awheelchair;

(b) “Alternative fuel medallion” shall mean ataxicab license valid for use only with a
vehicle powered by compressed natural gas or ahybrid electric vehicle,

(c) “Bidder” shall mean an individual submitting abid for one or more |ots of taxicab
medallions at an auction provided for under this chapter, except that, asto
subdivisions (f), (), (h),(m), (n), (0) and (p) of section 13-03 of this chapter, the
term bidder shall include any and all of the owners, partners, shareholders, or
members of any entity to which abid is assigned pursuant to subdivision (g) of
section 13-03;

([c]d) “Chairperson” shall mean the Chairperson of the Taxi and Limousine
Commission, as defined in section 2301(c) of the New Y ork City Charter, or his
or her designee;

([d]le) “Commission,” “minifleet,” “taxicab,” and “taxicab license” shall have the
meanings of those terms as defined in section 1-01 of thistitle.

([e]f) “Hybrid electric vehicle’ shall have the meaning of that term as used in section
19-533 of the Administrative Code and in section 3-01.1(b) of thistitle;

([flg) “Independent medallion” shall mean a taxicab license that must be owned by the
owner of no more than one taxicab license, as provided by section 19-504(i) of
the Administrative Code;

([g]h) “Lot” shall mean one taxicab license, in the case of an independent medallion,
and two taxicab licenses in the case of minifleet medallions; [except that in a
public sa e of restricted medallions, where abid is submitted by the owner of a
minifleet, alot may consist of either one or two taxicab licenses, at the bidder’s
option;]

([h]i) “Minifleet medallion” shall mean ataxicab license that must be owned by the
owner of more than one taxicab license, as provided by section 19-504(i) of the
Administrative Code;



([i1)

([ilk)

“Restricted medallion” shall mean either an accessible medallion or an aternative
fuel medalion;

“Unrestricted medallion” shall mean ataxicab license that is not arestricted
medallion.

8§ 13-02 Issuance and Public Sale of Additional Taxicab Licenses.

(@

(b)

(©)

(d)

()

(f)

In accordance with Administrative Code section 19-532, the Chairperson may
issue and sell additional taxicab licenses up to the number authorized by state and
local law.

Medallions shall be sold in lots. The ratio of minifleet medallions to independent
medallions shall be maintained in accordance with section 19-504(i) of the
Administrative Code.

Only a person who owns no other medallions shall own an independent
medallion. Independent medallions shall be subject to the “owner must drive”
reguirements of section 1-09(b) of thistitle.

A minifleet medallion shall be owned only by a minifleet in which each officer,
director, [or] shareholder, partner or member does not have afinancial interest in
any independent medallion.

The terms and conditions for the public sale of licenses pursuant to this chapter
shall provide that vehicles operated by or under agreement with the owners of
such licenses shall be entitled to accept hails from passengersin the street in
accordance with section 19-504(a)(1) of the Administrative Code.

The Chairperson shall place a public notice of the date and time upon which bids
are due, the number of medallions to be sold, whether those medallions shall be
sold as accessible medallions, alternative fuel medallions or unrestricted
medallions, the numbers of minifleet and independent medallions to be sold, the
size of the reserve classes for each type of medallions to be sold and other terms
of salein the City Record for five (5) consecutive days, beginning not less than
thirty (30) days prior to the deadline for bidding. In the event that the Chairperson
shall, in his or her discretion, postpone the public sale, the Chairperson shall place
notice of such postponement of the salein the City Record for five (5)
consecutive days beginning at least ten (10) days prior to the new deadline for
bidding, The Chairperson may place such additional noticesin the City Record or
other publications, as the Chairperson deems advisable.




(9)

Separate public sales may be conducted for each of independent and minifleet
medallions for each of accessible medallions, aternative fuel medallions,
[unrestricted independent medallions,] and unrestricted [minifleet] medallions.

§13-03 Sde by Sedled Bid.

(@

A bidder shal submit a sealed bid no earlier than [three (3)]four (4) business days
prior and no later than [5:00 p.m.]12:00 noon on the date set by the Chairperson
asthe deadline for bidding. A bidder shall submit each sealed bid by hand
delivery, either in person or by an agent at the place designated by the
Chairperson. Bids shall be received between the hours of 9:00 am. and [5:00
p.m.]12:00 noon. Bids must be received by the Chairperson no later than [5:00
p.m.]12:00 noon on the deadline date. A bidder must submit abid on aform
[approved]prescribed by the Chairpersonin a9” x 12" sealed envelope with a
cover form prescribed by the Chairperson with only one bid for one lot per
envelope, which bid is accompanied with the following: (i) adeposit of $2,000 for
each medallion for which a bidder submits abid, in the form of a certified check,
bank check, money order, or acheck issued by ataxicab broker or taxicab agent
licensed by the Commission pursuant to chapter 5 or chapter 12 of thistitle,
respectively, payableto the “New York City Taxi and Limousine Commission”;
and (ii) aletter of commitment for no less than eighty percent (80%) of the bid
amount, issued by abank or credit union licensed to do business in the State of
New York or other lender licensed by the State of New Y ork or the Federa
Government. Each bidder shall certify, as part of each bid form, that such bidder
has not relied on any statements or representations from the City of New York in
determining the amount of such bidder’s bid. Each bidder shall further certify
that such bidder has not colluded, consulted, communicated, or agreed in any way
with any other bidder or prospective bidder for the purpose of restricting
competition or inducing any other prospective bidder to submit or not submit a
bid for purpose of restricting competition. Each bidder shall further certify that
such bidder has not disclosed any bid price either directly or indirectly to any
other bidder for the purpose of restricting competition or inducing any other
prospective bidder to submit or not to submit a bid for the purpose of restricting
competition. Each bidder shall further certify, as a part of each bid form, that
such person is not acting as ataxicab broker for any other bidder, and is not the
owner, shareholder, partner, member, or employee of any person or entity acting
as ataxicab broker for any other bidder. No bid amounts shall be accepted which
provide for a price ending in fractional cents per medallion. Any bid for which a
bidder has failed to use the proper form or the proper envelope, or for which
either the bid form or the envelope cover form is not properly completed in the
Chairperson’ s determination, or which does not contain the proper deposit or a
commitment letter meeting the requirements of this subdivision, or which is abid
for more than one lot per envelope, or for which the price per medallion is set




(b)

(©)

(d)

()

forth ending in amounts ending in fractiona cents, or which is non-responsive or
non-conforming in any other respect, shall be deemed non-responsive and
rejected. A bidder shall not have an opportunity to correct any bid.

Each bid must be submitted in [the 9" x 12"] a conforming sed ed envelope
[supplied by] with a cover form prescribed by the Chairperson on which the
bidder shal indicate the following: (i) the bidder's name, address, phone number
and date of sale, and (ii) whether the bid is for one [or more] lot[(s)] of minifleet
medallions or for one lot of one independent medallion and (iii) whether the bid is
for an unrestricted medallion lot, an alternative fuel medallion lot or an accessible
medallion |ot.

[The] A minimum upset price for medallions to be sold [shall] may be determined
by the Chairperson. The Chairperson may establish different upset prices for_each
of independent and minifleet medallions for each of accessible medallions,
aternative fuel medallions, [unrestricted independent medallions] and unrestricted
[minifleet] medallions. [The]A minimum upset price shall be set by publication
in the City Record no less than ten (10) days prior to the deadline for submission
of bids. Any bid received for less than the minimum upset price should such price
be set shall be rejected as non-responsive. [The bidder shall not have an
opportunity to correct the bid.]

On adate set by the Chairperson, the bids shall be opened in public and the
winning bids announced at the public sale. The winning bids shall be the highest
bids that are compl ete in accordance with the provisions of subdivision (a) of this
section, and are responsive as set forth in subdivision (c) of this section. The
winning bidders shall be notified promptly by certified mail. Tie bids will be
decided with adrawing which shall be held at the bid opening. Winning bids shall
be published in the City Record and posted at the Commission's office and on the
Commission’s website.

Within thirty (30) days [of] after the bid opening, each winning bidder shall close
on his or her medallion(s), except that if such bidder is unable to close within that
period, such bidder shall, no later than thirty (30) days after the bid opening [file
fingerprint records with the Chairperson (unless such records are already on file
with the Chairperson and are lessthan six months old), and either] (i) deposit
$25,000 in acertified check for each medallion covered by the winning bid,
[or]and (ii) [schedule a closing with the Chairperson, for a date approved by the
Chairperson] provide the Chairperson with proof of purchase of avehicle eligible
for hack-up pursuant to section 3-03 or section 3-03.1 of thistitle in the form of a
certificate of origin or title, or abill of sale or asales contract. All purchases of
medallions pursuant to winning bids shall close by no later than sixty (60) days
after bid opening unless extended by the Chairperson for reasonable cause shown.
All closing dates are subject to the approval of the Chairperson. Failure by any
winning bidder to comply with any deadline contained in this subdivision shall




(f)

(9)

(h)

result in disgualification of the winning bid as provided in subdivision (1) of this
section.

[Theten (10) highest non-winning bids for unrestricted independent medallion
lots, and the ten (10) highest non-winning bids for unrestricted minifleet
medallion lots shall be notified of reserve status. Separately for accessible
medallion lots and for_aternative fuel medallion lots, the five (5) highest non-
winning bids for aternative fuel medallion lots and the five (5) highest non-
winning bids for accessible medallion lots shall aso be notified of reserve status.]
The Chairperson shall determine for each type of medallion being sold the
number of the highest, non-winning bids for such type of medallion that will be
accorded reserve status, provided that such number shall be not less than 10 per
cent of the total number of medallions of that type being sold. The holders of the
highest non-winning bids which are accorded reserve status shall be notified of
such reserve status. Reserve status may be converted to a winning bid upon the
failure of awinning bidder to comply with [either] subdivision (€) [or subdivision
(h)] of thissection. In the event that areserve statusis converted to awinning
bid, the holder of such reserve status shall be so notified, and the date of
notification shall be deemed to be the date of the bid opening for purposes of
calculating such holder’ s deadlines pursuant to this chapter. If, for any type of
medallion, there are a greater number of bids at the lowest bid price qualifying for
reserve status than are established by the Chairperson pursuant to this subdivision,
adrawing will be held to determine which of those tied bids will hold reserve
status. Such drawing shall be held at the bid opening. Any bids otherwise
qualifying for reserve status under this subdivision made by any bidder who was a
winning bidder for any lot will be disqualified from reserve status upon such
winning bidder’ s failure to comply with the requirements of subdivision (€) of this
section.

The rights of awinning bidder are not assignable prior to the close of sale, except
that such rights may be assigned to a corporation, limited liability company or
partnership by awinning bidder who is a shareholder of such corporation,
member of such limited liability company, or partner of such partnership. No
winning bid may be assigned to any corporation, limited liability company or
partnership the shareholders, members, or partners of which include any other
winning bidder for alot at a higher price than the winning bid being assigned and
who hasfailed to comply with the requirements of subdivision (€) of this section
with respect to such higher-priced lot.

Each winning bidder must demonstrate compliance with all of the requirements
applicable for issuance and ownership of ataxicab license, including those
contained in sections 1-02 and 1-03 of thistitle, must submit all documentation
required by the Chairperson, must clear outstanding fines and penalties, and must
submit proof of purchase of avehicle digible for hack-up [pursuant to section 3-
03 or section 3-03.1 of thistitle] as required by subdivision (e) of this section,
before a closing can be scheduled. Each winning bidder must also, prior to the
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closing, submit fingerprint records as directed by the Chairperson unless such
bidder has electronic fingerprints already on file with the Commission. Each
winning bidder of an independent medallion must demonstrate an ability to
comply with the owner-must drive service requirements of section 1-09 (b) of this
title by holding or obtaining ataxicab driver’slicense issued under chapter 2 of
thistitle or by providing as an owner of an entity to which such bid has been
assigned a person who holds such alicense.[All sales shall close no later than
sixty (60) days after bid opening unless extended by the Chairperson for
reasonabl e cause shown.]

All deposits of winning bidders shall be credited toward the sale price or, in the
event the winning bidder does not meet the qualifications for issuance of ataxicab
license, refunded to the bidder. However, a winning bidder who failsto comply
with the deadlines provided in subdivision (€) [or subdivision (h)] of this section,
including a winning bidder who does not attempt to meet the requirements of
subdivision (h) of this section, shall forfeit deposits made pursuant to subdivision
(@) of this section. The Chairperson will return deposits of non-winning and non-
responsive bidders. Deposits submitted in respect of bids which achieve reserve
status will be held until such bids are converted to winning bids, or until the sales
of al lots of medallions of the type for which the bid was made have closed.

In addition to the amount bid, each winning bidder will be responsible on the
transfer closing date for any applicable taxes or fees including two (2) years
worth of license and inspection fees as provided by sections 1-04 and 1-05 of this
title, provided however, there will not be any medallion transfer tax collected for
thisinitial issuance of medallions. Each medallion license shall be issued for two
(2) yearsand al the required inspection fees shall be collected at closing.

Each medallion sold pursuant to this chapter must be hacked up, asthat termis
used in section 3-01(a) of thistitle, no later than the fifth business day following
the day of the closing on the sale of the medallion, unless extended by the
Chairperson for reasonable cause shown.

Failure of awinning bidder to meet the deadlines provided in subdivision (e) [or
subdivision (h)] of this section regarding awinning bid shall result in the
disqualification of that bidder as to that winning bid and forfeiture of deposits
made pursuant to subdivision (a) of this section.

Any bid achieving reserve status made by a winning bidder for another bid for

(n)

which such winning bidder who has failed to meet the requirements of
subdivision (€) of this section with respect to such other bid shall be disqualified
and the deposits made pursuant to subdivision (a) of this section with respect to
such bid will be forfeited.

If any winning bidder who is awinning bidder in respect of multiple bids,

including any bids assigned to an entity in which such bidder is an owner, partner,




(0)

shareholder, or member, shall fail to meet the requirements of subdivision (e) of
this section with respect to some but not all such bids, such bidder shall be
disqualified first on the lowest such winning bid, and then in ascending order of
each of the next lowest winning bids. Asto such disqualified bids, the deposits
made pursuant to subdivision (a) of this section in respect of such bids shall be
forfeited, as required in subdivision (1) of this section. Any winning bidder whois
awinning bidder in respect of multiple bids, including any bids assigned to an
entity in which such bidder is an owner, partner, shareholder, or member, must
closefirst on his or her highest winning bid(s) and then in descending order of
each next highest winning bid(s).

No bidder shall collude, consult, communicate or agree in any way with any other

(p)

bidder or prospective bidder for the purpose of restricting competition or inducing
any other prospective bidder to submit or not submit a bid for purpose of
restricting competition. No bidder shall disclose any bid price either directly or
indirectly to any other bidder for the purpose of restricting competition or
inducing any other prospective bidder to submit or not submit a bid for purpose of
restricting competition. Violation of this subdivision or submission of afalse
certification under subdivision (a) of this section shall result in disqualification of
al bids submitted by such bidder, in addition to any other penalties provided by
law.

No taxicab broker may submit abid to purchase any lot if such taxicab broker is

acting as ataxicab broker for any bidder. For purposes of this subdivision,
“taxicab broker” shall include any person or entity, whether or not licensed as a
taxicab broker pursuant to chapter 5 of thistitle, that represents or advises any
bidder or potential bidder in connection with an actual or potential bid and either
(i) provides advice as to abid price or potentia bid price or (ii) in the course of
such representation or advice, obtains actual knowledge of the bid price submitted
by any bidder, and any person or entity which is an owner, shareholder, partner,
member or employee of such person or entity.

§13-04 Classifications of Medallions

A medallion issued pursuant to this chapter as an accessible medallion or an aternative
fuel medallion, whether as an independent medallion, or a minifleet medallion, shall
remain so classified despite any change in ownership of the medallion after its issuance,
and all service and ownership requirements for such type of medallion set forth in chapter

1 of thistitle shall continue to apply thereto.

8§13-05 Penalties for Violation of Rules Governing Medallion Auctions

| Rule No. | Penalty | Personal Appearance

10



Required?

13-03(0) $10,000 and either Yes
disqualification of bid or, if
sale has closed, revocation
of taxicab licenses

13-03(p) $10,000 and either Yes

disqualification of bid or, if
sale has closed, revocation
of taxicab licenses
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