
 1

M E M O R A N D U M  

DATE: April 14, 2006   

TO: City Council Members 

FROM: Russell Weeks 

RE: Proposed Ordinance to Enact a Temporary 50-cent Surcharge on Taxicab Fares 

CC: Cindy Gust-Jenson, Rocky Fluhart, Sam Guevara, Ed Rutan, Louis Zunguze, Orion 
Goff, Edna Drake, Gary Mumford, Melanie Reif 

 
 This memorandum pertains to a proposed ordinance that would increase Salt 
Lake City taxicab flag-drop rates from $2 to $2.50 for six months. According to taxicab 
industry representatives’ testimony, the increase would go to cab drivers to compensate 
them for a gasoline price spike last fall. 
 
 The City Council is scheduled to hold a public hearing April 18 on the issue. The 
City Council generally holds public hearings on issues involving proposed changes to 
taxicab industry regulation when they have arisen because it is an industry currently 
regulated under certificates of public convenience and necessity. 
 
OPTIONS 
 

• Adopt the ordinance. 
• Not adopt the ordinance. 
• Amend the ordinance to reflect a higher or lower increase than the one 

proposed or a time longer or shorter than the six-month period proposed, 
including permanently raising the flag-drop rate by 25 cents or 50 cents. 

• Indicate to the City Attorney’s Office that the City Council would like to 
consider a different procedure for considering rate changes when 
gasoline prices fluctuate.  

• Adopt the ordinance but amend it to require taxicab companies to freeze 
lease rates during the time the surcharge is in effect to help make sure 
taxicab drivers collect the entire surcharge. 

• Not adopt the ordinance but consider mechanisms to address rates and 
gasoline price fluctuations in the planned revision of ground 
transportation ordinances that will implement a contract method of 
regulating the taxicab industry. 

 
POTENTIAL MOTIONS 
 

 I move that the City Council adopt the ordinance amending Section 5.72.455 
pertaining to maximum taxicab rates. 

 I move that the City Council consider the next item on the agenda. 
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 I move that the City Council adopt the ordinance amending Section 5.72.455 
pertaining to maximum taxicab rates with the following amendments: 

 That the proposed flag-drop hike be (decreased/increased) by 
(ten cents, twenty cents, thirty cents, forty cents, fifty cents). 

 That the proposed six-month period be (decreased/increased) by 
(one month, two months, three months, four months, five 
months, six months). 

 I move that the City Council adopt the ordinance amending Section 5.72.455 
pertaining to maximum taxicab rates with the following amendments: That the 
proposed flag-drop rate be permanently increased by (25 cents or 50 cents). 

 I move that the City Council consider the next item on the agenda, and that the 
City Attorney’s Office prepare an amendment to Section 5.72.457, titled Annual 
Review of Maximum Rates, that either would eliminate Paragraph E or substitute 
Paragraph E with a more flexible procedure than is now in the ordinance. 

 I move that the City Council adopt the ordinance amending Section 5.72.455 
pertaining to maximum taxicab rates with the following amendment: That during 
the time the surcharge is in effect the rates taxicab companies charge drivers to 
lease vehicles or the companies’ name shall be frozen to make sure that drivers 
receive the benefit of the surcharge. 

 I move that the City Council consider the next item on the agenda but direct City 
Council staff to work with the Administration to implement a mechanism for 
dealing with the fluctuation of gasoline prices as part of the City’s revision of 
ordinances to move to a contract method of regulating the taxicab industry. 

 
KEY POINTS 
 

• The taxicab industry is seeking a 50-cent surcharge on taxicab flag-drop rates for 
six months. The industry contends that the surcharge would compensate taxicab 
drivers for an increase in gasoline prices that occurred about the same time 
Hurricane Katrina struck the Gulf Coast in late August 2005. 

• The surcharge would be in addition to the maximum rate increase for the flag-
drop rate that the City Council adopted in May 2005. The other rates would 
remain the same as adopted in May 2005. 

• The proposed ordinance is based on recommendations made January 20, 2006, 
by an administrative hearing officer after a hearing on November 23, 2005. 

 
ISSUES/QUESTIONS FOR CONSIDERATION  
 

• Is it sound and equitable policy to increase a fee or charge to make up for an 
event that occurred in the past? 

• Given the potential for fluctuations in gasoline prices, do the City’s ordinances 
regulating the taxicab industry provide enough flexibility to address 
circumstances involving gas price fluctuation, or should City government take a 
longer view of price fluctuations before determining a need to increase fares? 

• What effect would a six-month, 50-cent increase in the drop fare rate have on 
local taxicab customers, many of whom have fixed incomes?  

• In a March budget opening the City Council adopted a motion to allocate more 
public funds to pay for increases in fuel costs, particularly for the Police 
Department. In addition, last September the City adopted Internal Revenue 
Service reimbursement rate for mileage of 48.5 cents per mile for the last four 
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months of 2005 instead of 40.5 cents per mile before September. The rate since 
has dropped to 44.5 cents per mile.  

• Given that the taxicab companies on November 23, 2005, changed their request 
from a $1 surcharge in the drop-fare “until the gas prices retreat to the price 
levels that existed at the time the maximum rates were last increased,” to a 50-
cent surcharge for six months, how did the companies arrive at price for a 
surcharge? 

• If an increase is adopted, should the increase be as long as the six months 
recommended by the administrative hearing officer? 

• If the City Council adopts the proposed increase, how will the City know that the 
entire increase ultimately will go to taxicab drivers? 

• When the City Council enacted fare increases on May 3, 2005, the cost per gallon 
of regular unleaded gasoline in the Rocky Mountain Region was $2.265. When 
the taxicab companies petitioned on September 20, 2005, for a $1 surcharge on 
drop rates the cost per gallon of regular unleaded gasoline in the Rocky Mountain 
Region was $2.873 – an increase of 60.8 cents per gallon.1 

• The cost per gallon of regular unleaded gasoline appeared to have peaked in the 
Rocky Mountain Region at $2.978 on September 5. When the administrative 
hearing officer heard the taxicab companies’ petition on November 23, 2005, the 
cost per gallon of regular unleaded gasoline in the Rocky Mountain Region was 
$2.252 – a decrease of 72.6 cents. When the administrative hearing officer signed 
the recommendations on January 20, 2006 the per gallon cost of regular unleaded 
gasoline was roughly $2.20 to $2.22.2 

• The fare increases the City Council enacted on May 3, 2005 were the first fare 
increases for taxicab drivers since April 6, 1999. Again, when the City Council 
enacted fare increases on May 3, 2005, the cost per gallon of regular unleaded 
gasoline in the Rocky Mountain Region was $2.265. When the City Council 
enacted fare increases on April 6, 1999, the cost per gallon of regular unleaded 
gasoline in the Rocky Mountain Region was $1.162 – a difference of $1.103 
between April 1999 and May 2005.3 

• Given the above, at what point is it necessary to consider an increase in gasoline 
prices as a special circumstance warranting action? 

 
Discussion/Background 
 

The proposed ordinance stems from a September 20, 2005, written request from 
the taxicab industry for a $1 surcharge on the flag-drop rate. The request was made in 
response to a surge in gasoline prices after Hurricane Katrina struck the Gulf Coast on 
August 29, 2005. According to a September 20 letter to the City’s business and licensing 
administrator, the companies proposed “the increased flag drop rate remain in effect until 
the gas prices retreat to the price levels that existed at the time the maximum rates were 
last increased.”4 

 
In response to City Council questions at the March 21 briefing, legal counsel for 

the taxicab companies in an April 6, 2006 letter provided the following information: 
 
In response to questions about how taxicab companies determined proposed fare 

increases, the letter said: 
 



 4

 “The taxicab companies economist … prepared his reports only after 
carefully analyzing numerous factors, including national and local gas prices, 
inflationary trends with a primary focus on cost of living increase ant the effects 
on driver take home pay, a comparison of rates in and similar increase 
implements by other jurisdictions, and an analysis of driver income and 
expenses and the effects thereon of proposed rate increases.” 

  
In response to questions about why the companies pared back their original 

request from a $1 increase “until the gas prices retreat to the price levels that existed at 
the time the maximum rates were last increased,” to a 50-cent surcharge for six months, 
the letter said, “When the Petition was filed (in September 2005) the cab companies had 
no idea how high gas prices would go. When the hearing was held in November, gas 
prices already had peaked, so the cab companies … cut back their request. 

 
In response to a question of how many taxicab drivers who worked in September 

2005 were still working for the taxicab companies, the letter estimated that driver 
turnover has been at about 12 percent. The legal counsel also provided lists of Yellow 
Cab Association drivers from September 2005 and February 2006. 

 
In response to a question of whether an increase in the flag drop rate would 

adversely affect City residents who use taxicabs, the letter said an increase would. 
 
The letter also said that the cab companies would like to see a more flexible 

ordinance that would provide a “more immediate response to severe swings in fuel 
costs.”    

 
The City Council on May 3, 2005, adopted the following maximum rates for 

taxicabs: A $2 flag-drop rate (an increase of 40 cents from the previous $1.60 rate); a 20-
cent increase in the per mile rate (from $1.60 per mile to $1.80 per mile); a $1 increase in 
waiting time rate (from $21 to $22); and a $2 increase in the minimum airport rate (from 
$10 to $12). The increases were the first since April 6, 1999.  
 
 When the City Council adopted the maximum rates, the rate was higher than the 
taxicab industry originally sought. The taxicab industry petitioned for a flag-drop rate of 
$1.75 – a 15-cent increase over the then existing flag-drop rate of $1.60. Earlier versions 
of the petitions also sought a lower increase in the per mileage rate than the City Council 
ultimately approved. It should be noted that the City Council’s increase in the maximum 
flag-drop rate was a 25 percent increase versus a 9 percent increase proposed by the 
taxicab companies. One assumes the taxicab companies based their proposal on their 
economist’s research. Salt Lake City also remains one of the few cities in the United 
States to charge a minimum fee for service from an airport. 
 

At the time of the taxicab industry’s September 20, 2005, request, Salt Lake City 
did not have a legal mechanism in its ordinances to increase taxicab rates in what might 
be considered emergency or special circumstances. 

 
On November 1, 2005, the City Council adopted Ordinance No. 64 which contained the 

following language: 
 

E. If in the determination of the mayor or the city council it is decided that 
certain special circumstances warrant an additional hearing during a calendar year, then 
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either the mayor or the city council may direct that a hearing be scheduled.  A holder of a 
certificate of public convenience and necessity to operate a taxicab within the city who 
has already received a hearing under subsection A of this ordinance may petition the 
mayor or city council at any time under this provision.  Neither the mayor nor the city 
council is required to grant the petition for a hearing.  All other provisions governing fees 
and hearing procedures shall be the same as set forth above. 

 
 The taxicab industry then renewed its petition for a temporary flag-drop increase, 
and the petition was heard on November 23, 2005, by Administrative Hearing Officer 
Michael W. Crippen.  
 
 At the hearing the taxicab companies told Mr. Crippen that instead of a 
temporary $1 increase to remain in effect “until the gas prices retreat to the price levels 
that existed at the time the maximum rates were last increased,” the companies sought a 
50-cent increase for six months “to allow a catch-up for the high gas prices over the last 
six months.”5 
 
 Some of the testimony included an economists’ written view that, “The taxicab 
industry depends heavily on gasoline. The take-home income of taxicab drivers is a 
function of the fares they earn and the costs they undertake. The two main costs that 
taxicab drivers undertake are the cost of renting the cab from the companies and the cost 
of gasoline.”6 During After hearing testimony from the taxicab companies and their 
representatives, Mr. Crippen recommended that: 
 

• “The current flag-drop rate of $2 should be increased to $2.50 for a period of six 
months. 

• “One hundred percent of the increase in the flag-drop rate should go to the 
taxicab drivers, and none of it should go to the Cab Companies”7  

 
 According to the hearing officer: 
 

 Although gasoline prices have now retreated, it is fair, reasonable and 
necessary to compensate the taxicab drivers for the loss they suffered during the 
recent period of increased gasoline costs. As set forth in (Exhibit 5), gas prices 
peaked at $2.90 per gallon in the fall of 2005, increasing by nearly $.75 per 
gallon from mid-summer, requiring the cab drivers to absorb this expense 
without any relief. Therefore, a temporary increase in the flag drop rate to 
compensate them retroactively is justified. … It is fair and reasonable for the 
flag drop rate to be increased by $.50 for a period of six months to cover the gas 
price index from at least August 2005 to November 2005 and maybe going back 
as far as April 2005.8 

 
 The hearing officer appears to have based some conclusions on a graphic 
depiction of gasoline prices similar to the following one: 
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 A few things might be of interest from the chart: 
 

• The top line represents the U.S. average for the cost of a gallon of regular 
unleaded gasoline over 12 months. The bottom line is the average cost 
for a gallon of regular unleaded gasoline in Salt Lake City over the same 
period. 

• The chart seems to indicate that gasoline prices started to climb 
precipitously about August 15, peaked at about September 3 and 
declined sharply October 26 – roughly a 14-week period. 

• When the City Council City Council enacted fare increases on May 3, 
2005, the cost per gallon of regular unleaded gasoline in the Rocky 
Mountain Region was $2.265. (The period between 4/29 and 5/11 on the 
chart.) The cost per gallon of regular unleaded gasoline in the Rocky 
Mountain region reached $2.25 on the week of November 21.9 (That 
roughly corresponds with the period between 11/7 and 11/19 on the 
chart.) 

• The cost per gallon peaked in the Rocky Mountain Region the week of 
September 5 but had declined significantly by the week of October 24. 

• Gasoline prices in the Salt Lake City area continued to fall even below 
the cost per gallon of gasoline on May 3, 2005 until about mid-February. 
Prices in March remained near the May 3, 2005 level or slightly higher. 
(The chart appears to indicate that Salt Lake City gasoline prices always 
were a few cents lower than the national average. The chart also appears 
to show prices lower than figures compiled for the Rocky Mountain 
region. In addition, the website where the chart was created consistently 
lists Utah and Salt Lake City as having some of the lowest prices in the 
nation.) 

• The hearing officers’ interpretation of similar information appears to 
indicate that the proposed 50-cent surcharge was warranted before the 
City Council enacted new maximum rates on May 3, 2005.10 

 
 It appears to City Council staff that the period of steep increases in gasoline 
prices occurred more over a three-month period than a six-month period. It also appears 
that from late November to mid-February taxicab drivers paid for gasoline at levels lower 
than those on May 3, 2005.  
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 If a 50-cent surcharge is authorized the drop-flag rate would rise from $2 to 
$2.50. It should be noted that when the City Council enacted the new maximum rates on 
May 3, 2005 the $2 drop-flag rate brought the rate to the median point of 61 cities in the 
West. The average flag-drop rate of the 61 cities was $2.30. 
 
 It also should be noted that the Council raised the per mile charge to the median 
per mile rate for the 61 cities. In addition, Salt Lake City is one of the few cities in the 
nation to charge an airport minimum fee. The City Council staff report for the May 3, 
2005, public hearing on taxicab maximum rates quoted taxicab company representatives 
as saying Los Angeles charges a $38 flat rate for trips to and from the Los Angeles 
International Airport, and the cities of Memphis, Tennessee, and Pensacola, Florida, 
respectively charge airport minimum fees of $8 and $6. 
 
 According to an Internet website operated by Schaller Consulting, the flag-drop 
rate in 10 of 23 major U.S. cities is $2.50. Another 11 cities have flag drop rates lower 
than $2.50, and two have flag-drop rates higher than $2.50.11 
 
 Schaller Consulting noted that “12 of the 23 cities increased fares in 2005, partly 
in response to rising gasoline prices, and also as a result of many cities holding off on 
fare increases during the recession earlier in this decade.” The twelve cities are Honolulu 
(May), Miami (October), Los Angeles (November), Seattle (April), Las Vegas (April), 
Philadelphia (July), Atlanta (October), Minneapolis (September), Houston (August), 
Chicago (May), Dallas (November), and Baltimore (July). Boston also apparently added 
a charge in December to bring up its flag-drop rate to $2.50. 
 
 During the hearing in November, taxicab industry representatives discussed tying 
taxicab rates to fluctuations in gasoline prices. They proposed to implement a flag-drop 
rate that would be adjusted monthly to account for fluctuations in gasoline prices of more 
than $.50, either up or down based on a base price of $2 per gallon. The hearing officer 
recommended that the issue “should be appropriately left for decision by the City Council 
or Budget Office as a policy matter.”12 
 
 Given the above, what might warrant serious City Council consideration of an 
increase in the flag-drop rate? One of the main questions that would have to be answered 
is: Is it sound public policy to enact an increase based on an event that turned out to be of 
relatively short duration? 
 
 Factors to consider might be that the City Council in its March budget 
amendment allocated more funds to pay unanticipated fuel costs, particularly for the 
Police Department – a department that depends on automobiles to patrol. It also should 
be noted that until September 2005 the City’s mileage reimbursement was 40.5 cents per 
mile. After September it rose to 48.5 cents per mile for four months before dropping to 
44.5 cents per mile. In addition, it should be noted that airlines are increasing fares while 
cutting services to meet the cost of fuel. 
 
 It might be worth consideration to enact a permanent increase of 25 cents in the 
flag-drop rate for the following reasons: 
 
 Gasoline prices are projected to increase beyond the $2.25 level when the City 
Council adopted higher rates last year.  
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 Making the increase permanent might change the discussion from looking 
backward to looking forward. 
 A modest increase would have less an adverse effect on residents who use 
taxicabs for transportation. 
 The current ordinance does not require the taxicab companies to raise the 
maximum rate to the maximum level. The ordinance allows the companies to raise rates 
to the maximum level gradually if they chose to do so.  
  
 The cab companies’ proposal to implement a flag-drop rate that would be 
adjusted monthly to account for fluctuations in gasoline prices of more than 50 cents, 
either up or down based on a base price of $2 per gallon contains a variety of issues to 
explore.  
 

First, City representatives at the hearing where the proposal was made noted that 
current ordinances allow taxicab companies to lower maximum fares without hearings. 
Second, a sliding scale that would rise or fall 50 cents based on a $2 floor appears 
weighted in favor of increasing flag-drop rates. The last time a gallon of regular 
gasoline’s average cost was less than $1.50 in the Rocky Mountain Regions was the first 
week in January 2004.13 Third, it would seem necessary to explore the effect fluctuating 
drop fees may have on local residents who use taxicabs for reasons other than going to 
the Salt Lake City International Airport.  

 
The City Council may wish to address the effectiveness of the ordinance that 

allowed an additional hearing on taxicab fares during the calendar year when 
circumstances such as gasoline price fluctuations. It is now roughly eight months since 
gasoline prices started to spike, and, again, the issue has become retrospective instead of 
prospective.  
 
 Finally, as indicated earlier in this memorandum taxicab drivers appear to have 
two major costs: fuel for their vehicles and “renting the cab from the companies.” The 
hearing officer recommended that if the City Council enacts a surcharge the “increase in 
the flag-drop rate should go to the taxicab drivers, and none of it should go to the Cab 
Companies.” If the City Council wanted to make absolutely sure that an increase would 
go to taxicab drivers, it might wish to explore amending the ordinance to freeze taxicab 
lease rates at current levels until the proposed need for a surcharge ends. Some would 
argue that because the hearing officer wrote that any increase should go to the drivers, it 
will. However, the current ordinance makes clear that the hearing officer can make only 
recommendations that the City Council can accept or reject. That means the City Council 
would have to take formal action on the recommendations if the Council wishes to make 
sure they will part of the regulation. 
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1 Please see Attachment No. 1, Page 3. 
2 Please see Attachment No. 1, Page 3. 
3 Please see Attachment No. 1, Page 2. 
4 Please see Attachment No. 2 
5 Please see Administration Transmittal, Michael W. Crippen … Recommendation, Page 2. 
6 Please see Administration Transmittal, Theodor P. Tatos, Review of Proposed Flag Drop Fee Increase, 
Page 4. 
7 Please see Administration Transmittal, Michael W. Crippen … Recommendation, Page 8. 
8 Please see Administration Transmittal, Michael W. Crippen … Recommendation, Page 6 Paragraph 14, 
Page 7 Paragraph 17. 
9 Please see Attachment No. 1, Page 3. 
10 Please see Administration Transmittal, Michael W. Crippen … Recommendation, Page 7 Paragraph 17 
11 Please see Attachment No. 5.  
12 Please see Administration Transmittal, Michael W. Crippen … Recommendation, Page 8. 
13 Please see Attachment No. 1, Page 3. 
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Salt Lakc City Council Members 
C/O Russell Weeks 
45 i South State Streel, K;cl 304 
Salt Lake City, US 84.1 1 1 

Dear City Council Mernbers: 

This is in follow up to the questions raised both iiz Russell Weeks' March 23, 2006 e-mni1 and in 
the h/Iarcl~ 21, 2006 working session in which the City Coui~cil considered the proposed 
ordinancs to increase taxicab rates. 

Specifically, two Council illembers (Christeilscn and Jergetlsen) jxquired about the objective 
riieasurcs utilized to dctemline proposed increases. The taxicab companies' economist, Ted 
Tatos, prepared his reports only after- carefi~lly acalyzing nunlerous factors, including national 
and local gas pi-ices, inilationary trencls with a primary focus on cost of living increases and the 
effects on driver take home pay, a comparison of I-ales in and similar illcreases inlplemented by 
other jurisdictions, and an anlaljsis of driver incoine and expenses and the effects thereon of 
proposed rate increases. (A copy of his last two reports will be delivered to R~iss for his and 
your reference.) 

Iiuss noted file1 prices were S2.25 at the time tfie City Council eilacted the latest fare increase, on 
May 3, 2005. It is important to hc:~r in mind ~izc petition for that increase was originally lilcd in 
December 2004, and at that time h e i  prices were averaging below S2.00. (See charr on pg. 5 of 
RLISS' Mernoran(1um of k1Ia:ch 8, 2006.) The cull-en1 procedure for increasing Taxicab rates is 
lcngrly and -Fdils to alio~v a prompt reaction to cha~lges in gasoiiile prices. 
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Russ asked why the taxicab companies initially petitioned for a $1.00 increase, then decided on a 
50$ increase. As noted in my e-mail of March 21, 2006, when the Petition was filed, the cab 
co~npanies had no idea how high gas prices would go. When the hearing was held in November, 
gas prices had already peaked, so the cab companies appropriately cut back their request. 

With rcspect to the Councilman Buhlcr's concern about whether a temporary increase would 
benefit the drivers in fact disadvantaged by periodic unusually high gasoline prices last year, Ute 
Cab and Yellow Cab Companies observe driver turnover Iias been approximately twelve percent. 
Therefore, most of the drivers who were working at the relevant time are still working as cab 
drivers. (A copy of Yellow Cab's Monthly Driver Reports for September, 2005 and February, 
2006 will be delivered to R L ~  for his and your reference).' 

Councilman Turner questioned whether an increase in the flag drop would inore adversely affect 
local citizens. The answer is yes, since the increase applies equally to short trips around town as 
well as trips from the airport. The cab companies' expert opined that gasoline prices could be 

I tied to per-mile rates, but didn't suggest an appropriate amount. We'll ask him to study this 
before the Public Hearing. 

Councilmall Tunler also forecast an increase in gas prices this summer, as have many analysts. 
Predictions are for gasoline prices to "spike above $3.00 a gallon again in the coming months." 
(DESEET NEWS, January 04, 2006, "Gasoline Price to Top $3.00 Again, " by Doug Abrahms, 
Gannett News Service). The laore immediate prediction is we "are looking at retail prices that 
will soon be above $2.50 a gallon. . . ." (Id., March 15, 2006, "Utah Gas Prices Hold Ste~zdy," 
by Brice Wallace). 

Councilman Jergensen askcd if a formula shouldn't be adopted to deal wit11 fluctuations in gas 
prices. The cab companies couldn't agree more. The cab companies slrongly believe flexibility 
should be built into any ordinance governing maximum rates so there can be a more immediate 
response to severe swings in fuel costs. At the hearing, the cab corupanies suggested u sliding 
scale approach, tied to SO$ increases or decreases in gasoline prices based upon a $2.00 per 
gallon floor. The Hearing Officer dcclincd to adopt this zpproach, stating: 

The questioil of benchmarking ft~ture increases in the flag drop 
rate to respond to changes in gasoline prices should be 

I All but 15  of the Ycllow Cab drivers in September are still driving in February. An "X" has 
been placed next to their names. There are more drivers in February because it's the busiest season. 



appropriately len for decision hy the City Council or Budget 
Office as a policy matter. rather than [he Bearing Officer. 

Thc only alter'native under crtrre~lt ordinances is to request a special hearing each time gas prices 
spike. 

We also refer you, to our letter e-mailed Tuesday, >?arch 21, 2006 for additional detailcd answers 
to these and other questiolis. Another copy for your rcfercrlce accompanies. \J-e hope this is 
helpful. Thank you for >,our kind consideration. 

Sincerely yours, 

DONALD J. WJNDEK 
DJlV:j!j 
cc: Mayor Rocky Alidcrson (via e-mail) 

Sam Guevara (via e-ri~ail) 



DONALD J. WINDER 

Suite 4000 
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PO Box 2668 

Sdt L a b  City. Utah 841 10.2668 

801 322-222Zlphone 

801 322-ZZ82:f~~ 

dwindcr0winhas.com 

www.wu11lhas.com 

BUSINESS AND TRIAL ATTORNEYS 

March 2 1,2005 
VIA E-MAIL 

Salt :Lake City Council Members 
C/O Russell Weeks 
45 1 South State Strcet, RM 304 
Salt Lake City, UT 841 1 1 

(russel l.weeks@slcgov.corn) 
(carllon.christensen@slcgov.com) 

(van. turner@slcgov.com) 
(eric.jergensen@slcgov.com) 
(nancy.saxto~~@slcgo~.corn) 

~ill.love@slcgov.com) 
(dave.bul~ler@slcgov,corn) 

{so~~en.simonsen@slcgov corn) 

.Re: Cab Coi7zpntzie.s ' Request fur Tenlporaq Rate Ivzcrease 

Dear City Coul~cil Members: 

As you know, Winder & Haslam is legal counsel for Salt Lake City's licensed taxicab 
companies. We just received Russell Weeks' March 8? 2006 memorandum concerning the 
proposed ordiilarlce to enact a temporary surcharge on the llag drop rate. 

Mr. Wecks' memorandum, at page 2, sets forth certain questions and issues for consideration. 
The following are the cab companies' responses to the specific questions raised in the 
memorandum. 

O Is it sound and eqz~itnble policy to irzcrease nfee or char*ge to make zip for an event that 
occ~lrrcd in the p a s t  

The cab companies believe it is sound and equitable policy to adopt I-Icaring Officer Crippen's 
rccomrnendation. The cab drivers had to bear the cost of the severe increases in gasoline prices. 
Due to their inability under Salt Lake City ordinances to seek adjuslments in rates, it was 
impossible to obtain immediate relief at the time gas prices soared to nearly $3.00 per gallon. 

0 Given the potential for fluctziations in gasoline prices, do the City's ordilzances 
regulating the taxicab industry provide enoz~ghjlexibilit~v to ad~1res.s circumsta~zces involving gas 
price ~flz~ctuatio~z, or shorlld City goverrunerzt take a longer vie>v of price Jluctuations before 
determining a w e d  for incrensed jares? 

*=rmnur hleslber, Primerus LmFirrns - Sclccted, Bcst Lawyers in Arncricz " Mcrnber,American Boardof Tcid Advocates . Diplomatc.NationlBoard ofTciJ hdvocaq 



Salt Lake City Council Menlbers 
C/O Russell Wceks 

March 2 1, 2006 
Page 8 3, 

Thc cab companies strongly believe flexibility s110~1ld be built into the ordinance goven~ing 
~nauimum rates so there can bc a more immediate response to severe swings in fuel costs. At the 
hearing, the cab coail~anies suggested a sliding scale approach, tied to 50-cent increases or 
decleases in gasoline prices based upon 3 $2.00 per gallon floor. The Hearing Officer declined 
to adopt this approach, stating: 

The questio~i of benchmarking future increases in the flag drop rate 
to respond 10 changes in gasoline prices should be appropriately 
left for dec~sion by the City Council or Budget Office as a pohcy 
mattcr, rather than the Hearing Officer. 

The oilly alternative under current ordinances i s  to request a spccial hearing each time gas ~ ~ r i c e s  
spike. 

Thc cab companies' economist, Ted Tatos, presented two alternatives ill his report to reac[ to 
gasoliilc price fluctuations. The first was to adjust. the flag drop rate, which is a simple approach 
to implement. This approach has been adopted by other niunicipalities throughout the United 
States. The second approach is to lie per-mile rates to gasoline prices. Under this approach, a 
customer would be affected in direct proportion to the mileage traveled. However, there would 
be a greater cost of implementing this approach because of the need to reset the taxicab nleters 
and change mileage decals on each cab each time the mileage rate is adjusted. 

a Given tizflt tl?e tnxicab conzpntzics on ,\-ovuniber 23, 2005, chnnged their ~-eql~est  ji-om n 
S'I.00 szrrclzarge i ~ z  rile dl-op-fcl-e to u 30-ccnt sz~rcirmrge, h o ~  (lid t i le cornpi;rnnies arrive at price 

.for a stu-char-ge' 

The cab companies had no idea where gas prices would colne to rest in September of last year 
when their petition was filed, but 11oped it wouldn't esceed $3.00 per gallon. Lli11c11 the hearing 
beforz Mr. Crippen occurred the end of November, 2005, gas prices had peaked and the cab 
companies, con-espondingly, reduccd their original petition for relief on behalf of their drivers. 

Ll  {f srl increase is adupred, slrozlla* file irlclAt.ase he irs long as the six f?iol?ths r~ecottilnended 
hjl the adt7zinistl-ative Ilearing oficer? 
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The graph cited in Mr. Weeks' memorandum, and taken from the report of the cab companies' 
economist, shows gas prices were on the rise even before Flumicane Katrina hit. Prices leveled 
off in November, but have again been increasing since mid-December 2005. Additionally, 
during their most elevated period, gas prices were substantially higher lhan what had been 
experienced previously. Hearing Officer Crippen, in his finding No. 17, even recognizes that a 
six-monlh increase in the flag drop rate would be appropriate lo compensate cab drivers for 
increasing gas prices going back to April, 2005. There's been much more than just a 14-week 
spike in prices. 

O r t h c  City Co~rrzciI adopts the proposed increase, how will the City bzow that the entire 
increase ultimately went to the taxicab drivers? 

The cab companies already committed at the hearing that any temporary increase in the rate will 
be as a catch-up to compensate dr~vers lor the high gasoline prices. Lease rates will not be 
increased by virtue of any tetnporary increase. Judge Crippen's order so provides. 

O When the City Council ennctecl far? il7creases on May 3, 2005, the cost per gallon of 
regular wtleaded gasoline itz rlte  rook^^ 12lountairz Regiorz was $2.265. When the taxicab 
corrll?anies petitioned on Septer~iber 20, 2005, for n $1.00 surcharge on d ~ o p  rates the cost per 
gallon of regular zlnleaded gasoline in the Rocky Moz~ntai~z Region was $2.873 - an increase of 
60.8 cents per gallon. 

One thing to keep in mind is that whenever tbe cab companies petition the City for an adjustment 
in rates, there is a significant lag time between when Lhe petition is filed and when there is 
actually a public hearing 011 the issue. Jn the interim, the matter has to be presented to the 
I-Icaring Officer, and the Ilearing Officer's recon~mendatiol~s need to be prepared. 111 the months 
it can take for lhe nlattcr Lo be preserlted to thc City Council for action, things can change, 
including gasoline pnces. When the last fare increases were actually enacted by the City Council 
on May 3, 2005, gasoline prices had substan~ially increased from the time the petition was 
originally filed in December 2004. Again, Hearing Officer Crippen found a tenlporary increase 
was fair and reasonable not only because of thc spike in prices after I-lurricanc Katlrina, but 
because of gas price increases dating back to April, 2005. 

O The cost per gallon of regular u?ileaded gasoline appeared to lzave peaked in the Rocky 
Mourztnin Region at 32.978 or1 September 5. When the ad~ninistrative hearing oflicer heard the 
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taxicab compatzies ' petitio?~ on ilrovern ber 23, 3805, tire cost per gallo?i of' reguIur z~~tleaded 
gasoline in the Rocli). Ilfountni?~ Region was 32.2342 - n decrease oj' 72.6 cents. FVhelz the 
udministmtive lzenrirlg quicer signed the r.ecomnrcrzdcirions on d'nnzdc?y 20, 2006 the per gallon 
cost oj'regular u?ziendecl gasoline was ~-o~igjz,$ $2.20 to ,S2.22. 

See foregoing comment. 

U The fore increnses rile Citj3 Cozrtrcil et:itctecl OIZ  rLfa~t 3, 20135 were t i le  Jirsi fare inc~enses 
for tanicilb drivers sil~ce Aprii 6, 1999. Agaui, ivhen ihe City Cotlncil erzacted tile fare ilzcr-enses 
on May 3, 2005, the coslper gallon of regulaj. zrnleadeli gasoline in &he Rocip ~VJow~tain Xegioll 
cvns $2.265. M'lzen tlte City Cozi~7cil enacfec/,/lii-e irtcreascs on April 6, 1999, the cost pel- gallol~ 
of regular rilzleaded gnsoIine in the Rocky .Mountnilz Regio~z IVUS .SI.162 - x dsfer-ence of $1,103 
befireen April I999 ar~d IPICIY 2005. 

See ~OI-cgoing comment. Additionall), n l ~ c n  ;he fares were adjusied in May 2005, it was 
unhresccable that Hurricane Iiatritla ~ o u l d  h i t  and have such a dl-anxitic irnpact on gasoline 
r i c e s .  Again, the cab companies are merely seek~ng a temporal21 increase to allow cab drivers 
to recoup some of their losscs for tile period gas prices jumped so unexpecteclly. 

O Given tile above, nt ~ v h a t  point is it nece.rscrr?- to consider an increase it1 grrsoIir~e prices 
as a special circzlnzslance :'tr:al-ranting netion? 

As r~~entioned above, the cab zompanies would Fwor a sliding scale approach that would allow 
them to react quickly to fluctuations in gasoline priccs and avoid the cumbersome and lengthy 
process of petitioning for rate acljustrnents under currelit procedures. Adjustl-ncnts in the ratc 
should be made according to an established sliding scale, as opposed to having to define a 
'"special cil-cumstance," 
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We hopc these responses to Mr. Weeks' issues and concerns are helpful. We would be happy to 

" 

provide addit~onal information. Thank you for your kind consideration. 

Sincerely yours, 

I w k  
DONALD 5. WINDER 

DJW:jlj 
cc: Mayor Rocky Anderson {mayor@slcgov.corn) 

Sam Gucvara (sam.g~~evara@slcgov.com) 



Report of 

Theodor P. Tatos 

Senior EeononGst - LECG 

Prepared at the Request of  the 

Salt Lake City Taxicab Industry 



Introduction 

, 
I have been engaged by the Salt Lake Taxicab Industry (City Cab, Urc Cab, and 

Yellow Cab) in order to provide an analysis of whether a taxicab rate increase is 

economically justified. It is my understanding that the Salt Lake Taxicab Industry has 

petitioned the City for the following rate increases: 

Flag Drop: from $1.60 to $1.75 

Per Mile Rate: from $1.60 to $1.80 

CVaiting Time: from $21.00 to 622.00 

Min. Airport Fare: from f 10.00 to $12.00 

It is also rn?' understanding that these rates have not been changed since 1997. 

The  following report describes my findings and the research upon which these 

findings are based. The opinions and findings expressed herein are based upon the pattern 

of facts observed in my review of the information itemized in Exhibit 1 of this report. This 

report has been prepared solely in connection with the matter referenced herein and is 

intended For no other purpose. 

11. Professional Qualifications 

I am a Senior Economist in the international professional services firm of LECG. I 

have over nine years of  experience in economic consulting for both public and private sector 

clients. I have provided consulting services in healthcare matters requiring statistical 

sampling and mathematical analysis, high-profile antitrust cases, business valuations, 

employment &scrimination litigation matters, and others. I have taught and am currelltly 



teaching boch undergraduate and graduate-Icvel econo~nics classes at  the IJniversity of Utah 

as an Adjunct Professor. 1 have also made presentations to graduatc classes in the Finance 

department and to the Executive MBA Program at the University of Utah as well as 

presentations to organizations such as the American Agricultural Economics Association. I 

havc also published a chapter in thc 2003 Supplement to the book Intellectual Praperty 

Damages; Guidelines and Analysis. A copy of my Curriculum Vitae is detalled in Exhibit 2 

of this report. 

111. Analysis 

I have performed my analysis in two parts- First, I have compared thc waiang time, 

drop, and pcr-rnile charges in Salt Lake City with the charges in other cities in the  western 

United States. Second, I havc performed an analysis of inflationary trends over h e  previous 

seven years since the rates were modified in order to determine whether such effects might 

have decreased the reaI rncome of taxicab dr i~ers  in Salt Lake City. 

Corn parison of Rates 

The fitst section of my analysis is based on data provided in thc 2003 Taxicab 

Division Fact Book. The Fact Book providcs data on the drop charges and per-mile rates of 

each city in its report. I have performed a comparison of Salt Lake City's rates with the rates 

in thc western United Stares. 

In performing my analysis, I considered the rates in the western L.S. states of 

i lr izona,  California, Colorado, Idaho, Montana, Nevada, Ncw Mexico, Oregon, !X'asl&gton, 

and Wyoming. T h e  data for these states is shown in E s l b i t  3. The average drop chargc 1s 

approximatciy $2.30 and thc median drop chargc is 52.00. Among the sixty-one cities 



considered in this analysis, Salt Lake Ciw has the fourth lowest drop charge. T h a t  is, fifty- 

seven of the sixty-one cities have a higher drop charge than Salt Lake City. &sing the drop 

charge to $1.75 will still leave Salt Lake City's drop charge as the eleventh lowest of the sixty- 

one cities. Thus, by comparison, the rate increase requested by the Salt Lake City Taxicab 

industry wiU have minimal effects. 

Similarly, the average per d e  rate is $1.93 and the median per mile rate is $1.80. 

Raising the rate from $1.60 to $1.80 in Salt Lake City will leave Salt Lakc City in the middle 

of the distribution relative to the other wcstern U.S. cities in this analysis with regard to per 

m ~ I c  rates. For example, thirteen other western U.S. cities, includmg Seattle, Los Angeles, 

San Diego, Palo Alto, Portland, and Cheyenne all have a per-rmle rate of $1.80. 

The average waiting time charge in the western U.S. cities analyzed is approximately 

$23.61 and the mehan is $21.00. Raking the rate by $1 .OO from $21.00 to $22.00 u r i l l  still 

leave Salt Lake City in the middle of the dstribution of waiting time charges in cities in the 

Western U.S. 

Thus, based on comparisons with cities in the same region, Salt Lake City's taxicab 

rates are low, at least with regard to drop charge and the per-mile charge. The rate increase 

requested by the taxicab industry is reasonable. 

Jnflationaw Trends 

Thc second section of my analysis deals with the inflationary economic trends over 

the prcvious seven years. The effects of inflation are measured through indices such as the 

Consumer Price Index. Generally, references to "inflation" in the vernacular refer to an 



increase in the Consumer Price Index nationally for all urban consumers.' However, the 

Bureau of Labor Statistics ("BUM) and certain hancial institutions also publish regon- 

specific price indices. Inflation often exerts a disparate impact on regions. Housing prices 

and gasoline prices are examples of such disparate impacts. Some regons see rapid growth 

in housing prices while others see only moderate growth or pricc stagnation. Since 

transpor~xtion costs can be a major factor in the prices consumers pay, &stance from the 

supply source of a certain product can also play a major role in the retail pricc. For this 

reason, focusing 0x1 regionaI price trcnds may provide a clearer picture o f a  localized regon's 

economic ttends than analyzing national trends. 

1 have analyzed regional economic trends to dcterrnine the level of inflation over the 

past seven ycars. For this analysis, T hme d i e d  upon data provided by the BLS. X have 

analyzcd the following series: the Consumer Pice  Index (CPI) for aU items and all urban 

consumers in the Westcrn E.S., the CPI for gasohe in the Wesrcrn U.S., the food CPI in 

the Western U.S., the gas CPI in the Dcnvcr reglon, the food CPI in thc Denver region, and 

the shclter CPI in the Denver region. I used the data for thc Western U.S. and the data for 

the Denver regions as a proxy for SaIt Lake City since these were the closest regions for 

which rhe BLS reported data. 

The  results of my analysis are dscusscd below. The graph below sho\vs the changes 

in thc Consumer Pricc Index for the Western United States over the h e  period from 1937 

to 2004. Two o f  the scries began reporting data in 1998, so I hare used 1998 as the starting 

point where applicable. T%e graph covers three time series: All Items, Gasoline, and Food. 

' The CPI. represents changes in prices OF all goods and services purchased for consumption by urban 
households. User fees (such as water and sewer service) and sales and excise taxts paid by the consumer 
are also included. Income taxes and investrnent items (like stocks, bonds, and lifc insurance) arc not 
included. 
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The above graph illusttatcs the upward trend in consumer prices in the Western United 

States over the seven pears since the taxicab rates were last increased in Salt Lake City. 

Although certain years experienced a decrease, the overall trend is upward for each of the 

series shown: All Items, Gasoline, and Food. 

As noted previously, I have also analyzed the data for the Dcnvcr region. The graph 

below illustrates price trends in the Denver-Boulder-Greely, Colorado area over the previous 

seven years: 



Conrumtr Prlcr Indisas - O*nrar-Bouidrr~ramty, CO Region 

--ccPI. 015- Denmr -.r-CPI - Fool. D~mtr +CPI - $ h u l l n r . ~ a n ~ ~ r !  

Again, the prices show an increase from 1997 through 2004. 'The percentage changes arc: 

shown below: 

Percentage Changes In Consumer Price lndicos 

Year GPI-West CP1- Gas - CPI - Food, GPI - Gas - CPI -Food. CPI - Sheller - 
West West Denvor Denver Denver 

2.55% .4.69% 3.76% 3.39% 
1.87"/0 -13.73% 1.74% 4.72% 
2.57% 2.09% 2.28% -3.25Oh 4.09% 6.37% 
3.1 6% 23.76% 1.26% 34.45% 2.15% 4.92% 
4.1 0% 6.43% 3.74% 11.40% 4.53Oh 6.41% 
2.1 1% -16.57% 3.23% -21.51% 3.86% 5.06% 
2.28% 27.50% 0.63"h 19.79% 0.34% -0.53% 
1.97% 13.66% 3.74% 12.95% 2.73% -3.39% 

Average Annual Increase 2.58% 9.48% 2.48% 5.60% 2.90% 3.37% 

lncrease Since 1997 19.5% 62.6% 15.8% 32.8% 27.1% 25.6% 

Source: Bureau of Labor Slatisfics 

There has been a clear infIationa7 trend in the previous seven )+ears. Inflation in the 

\Vestern U-S. for al l  items has averaged approximately 2.589'0 per year smce 1997. Gasohc ,  

howcver, has experienced a greater price increase. As thc chart above shows, the CPI for 



gasoline in the Western LT.5 has increased by approximately 9.48% per year over the past 

seven years, The Consumer Price Indices for the Denver area have also increased ovcr the 

past seven years, by an average of neady 33% for gasoline, 21% for food, and 25% for 

shelter. 

These factors indicate that the real take-home pay of taxicab drivers has decreased 

over the past seven years. That is, based on the CPI for the western U.S., in real dollar 

terms, if a taxicab driver earned $20,000 per year in 1397, those dollars would only be woah 

approximately $16,100 h 2004. Thus, the taxicab drivers have suffcred nearly a 20% drop in 

their take-home pay because of inflationary trends. T h s  calculation is based on all items. 

Gasoline prices have risen even more rapidly. As the chart on the previous page shows, the 

CPI for gasoline in the Western U.S. has increased by approximately 62% over the past 

seven years. Furthermore, conventional regular motor gasoltne spot prices have nearly 

doubled since 1997, based on data from the Department of Energy (DOE), as shown in 

Exhibit 4. New York prices show a 95.6% increase, Gulf Coast priccs show a 33.8% 

increase, and Lost Angeles prices show a 103.8% increase. Since gasoline costs comprise a 

significant portion of taxicab drivers' operating costs, gasohe price increases have made a 

sttong contribution to the drop in the real income of taxicab driver over the past seven 

years. 

Insurance costs also comprise a large portion of the costs associated with running a 

taxicab business. Thesc costs have also increased over the previous seven years. The 

averagc annual increase k insurance premiums is :ipproximately 8%. This average is 

primarily driven by large increases in 2000, 2001, and 2003. Ovcrall, premiums paid by 

Yellow Cab hare increased by over 72% over the previous seven years. The chart below 



shows the prem;urn costs paid by Yellon. Cab over these years. These ~ r e m i u m s  reflect 

payments for the same number of taxicabs each ycar. 

Year ------ 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 

Annual % Change 

Yellow Cab Premiums 
.--- 

Paid -- 
$ 1 54,836 
$ 142,600 
$ 151,250 
$ 160,630 
$ 227,968 
$ 204,5'12 
$ 267,380 
$ 274,450 

8."12% 
Total % Change 72.69% 

Source: Yellow Cab of Utah. 

1-ypically, producers pass on a t  least a portion of their cost increases dou.nstrearn to 

consumers. The amount by which costs are passed downstream is called the "pass-through". 

For example, increases in thc prirc of wood \dl generally lead hrniture manufacturers to 

charge higher prices for their products, sincc they must pay mare for the raw materials. 

Heating costs are another example where incresses in supply costs are passed to consumers. 

In 2000, Questar Gas asked the Utah Public Sen-ice Commission for a $1 67 million pass- 

through rate increase. Quesrar justified t h i s  pass-through based on increases in the market 

price of the natural gas it purchased. However, i11 the case of the taxicab industry in Salt 

LaIcc City, the pass-through has been zero for the previous sever1 years. Insurance cost 

increases have been absorbed without the ability to pass on the addcd cost, Thus, the real 

income of taxicab drivers and cornpanics has been adverscl>. impacted. 



Based on the analysis above, it is my opinion that the rate increases requested by the 

taxicab industry in Salt Lake City are justificd and appropriate. 

Respectfully submitted this day of January 20,2005, 

Theodor P. Tatos 

Senior Economist 

LECG, LLC 





Exhibit I. Documents Considered 

1 2003 Taxicab Fact Book 
2 Utah Annual Average Pay Growth Rates - from Office of Governor 

(http://w.governor.utah.gov/dea/Forecasts/avgpay.pdf) 
3 UTA proposed rate increases 
4 Bureau of Labor Statistics Inflation Data (http://www.bls.gov) 
5 Insurance premium increases -Yellow Cab 
6 United States Department of Energy - Spot Prices of Gasoline (http://w.doe.gov) 
7 Utah Leage of Cities and Towns (ULCT) - 

from Salt Lake Tribune, 12/20/2000 - Heat Cost Hike to Hit Utah, Average Bil May Jump 29% 
8 Federal Reserve Bank of San Francisco 

Does a Fall in the Dollar Mean Higher U.S. Consumer Prices - Economic Letter 2004-21 
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Ted P. Taros 
LECG, ZL C 
201 S. Main Street, Suite 450 
Salt Lake City, U& 841 11 
TeL (801) 321-6329 
FU (801) 364-6230 
Email red-rato.v@l~cg. cow 

Mr. Tatos is a Senior Economist in the Salt Lake City, UT office of LECG, LLC. In addition to 
his consulting pract~ce, Mr. Tatos has served and continues to serve as Adjunct Professor for 
graduate and undergraduate economics classes at the University of Utah. Mr. Tatos has 
completed the coursework and thesis for the MS.  in Statistics From the University of Utah and 
has B.A. in Economics from Duke University. He has over nine years of experience in litigation 
and non-litigation consulting, specializing in econometric and statistical analysis. Mr. Tatos has 
been involved in matters requiring complex statistical analysis, among which are matters 
involving employment discrimination, statistical sampling for medical claim cascs, wage and 
hour cases, employment benefits consulting, lost profits, stock valuation, and others. Mr. Tatos 
has been involved in several high-profile antitrust cases as well as numerous economic damage 
assessments. 

Employment History 
September 2001 LECG, LLC 
to present Scnior Economist 

Washington, DC and 
Salt Lake City, Utah 

January, 200 1 DynCorp - Healthcare Information Technology Services 
to September 200 1 Statistical Analyst 

Reston, Virginia 

March 1997 LECG, LLC 
to January 200 1 Research Analyst, Associate 

Washington, DC 

August 1995 
To February 1997 

Triangle Economic Research 
Associate Economist 
Durham. NC 

Education - 
Duke University, Durham, NC 

B.A. Economics, 1995 

University of Utah, Salt Lake City, Utah 
M.S. Statistics - Econometrics, 2004 (coursework cornpletcd, degree to be awardcd fall 2004 
- Thesis was published in Intellectual Proaertv Damages: Guidelines and Analvsis, 2004 
Supplement -Applying Statistical Analysis to the Mnrket Appruach) 



ten chin^ Credentials 

Adjunct Profesb~r - Spring 2005 -Economics 3640 - University of Utah 

Adjunct Professor - Spring 2005 - Economics 7801 - University of Utah 

Guest Lecturer - Summer 2004 - Executive MBA Program - University of Utah 

Adjunct Professor - Spring 2004 - Bconon~~cs 7801 - University of Utah 

Guest Lecturer - Spring 2003 -Industrial Organization -University of Utah 

Adjunct Professor - Spring 2002 - Undergraduate Econometrics - University of Utah 

3 Applying Siatistical ilnaly..ris to  17:e .Vorkei .4pprouclt (with Rick Ho i 'han) in Intellectual 

Property Damages: Guidelines and rklalysis, 2004 Supplement 

Deter~nirri~ly the Cl~oice Set in a Random Utility Mode/ (with Stevcn Waters) - 
Presentation to American Agricultural Economics Association, Toronto, Ontario, Canada, 

July 1997 

Commercial R H ~  Go~entnietri Cansultirrg nrrd Litignriort Experience 

Employment Discrirninatiuu and Berrefrts Consulting 

Developed regression models to test for statrstically significant differences in pay rates 

among men and women for big four accounting firm. 

Uscd parametric and nonparametric statistical techniques to compare promotion rates among 

men and women in employment discri~nination litigation casc. 

* Critiqued expert report in ernploymcnt discrimination litigation case. Developed statistical 

model to show flaws in expert report. 

* Used statistical tests to determine inter-year differences between proportions of employees 

electing benefirs 

* Used logistic regression to determine tends in benefits elections 

Critiqued expert report analyzing employment benefits elections in financial sector litigation 

Provided consulting advice to enlployer in employment discrimination Titigation matter 



Developed statistical models to be used in testing for employment discrimination in litigation 

matters 

Developed statistical models to ensure a company undertaking layoffs is conducting the 

process randomly without discriminating with respect to gendcr, race, or age. 

Statistical Analysis - (Sampling, Regression, Forecasting etc.) 

Prepared statistical sampling analysis to critique expert report in case involving business 

intermption damages in grocery store industry. 

Prepared sales forecasting analysis in grocery industry matter. 

Prepared sales forecasting analysis in retail clothing industry. 

Performed regression analysis to critique expert report and prepare damages analysis in retail 

store litigation matter. 

Analyzed sub-grade loan portfolio to determine monthly gross loss percentage during the life 

of the portfolio. Performed regression analysis to validate model performance. 

Performed statistical analysis to determine fixed vcrsus variable costs at oil refinery 

Used regression analysis to predict hospital purchase price per bed based on historical 

hospital/medical center transactions in litigation involving failed hospital market entry 

Performed regression analysis to forecast subgrade gasoline production in business 

intermption case involving explosion at an oil refinery. 

Estimated statistical relationship between mortgage lending activity and loan officer salaries 

in rebuttal of expert report 

8 Created statistical sampling plan in order to estimate overcharges or undercharges in 

insurance reimbursement case 

Compared difference in resulting weighted average cost of capital (WACC) from using the 

arithmetic vs. geometric mean to calculate the equity risk premium. 

Critiqued expcrt's Monte Carlo analysis with respect to appropriate valuc ranges and 

distribution of values in defense industry litigation 

Performed Monte Carlo analysis to determine end-of-lease residual value guaranlee for leased 

tractors for trucking company 

Critiqued sampling design performed by statistical expert with regard to sample size and 

representativeness in medical claims case 



Developed forecasting model to predict air ambulance flights in the presence and absence of 

accreditation 

Preparid revenue forecasting model for matter involving sales of nutritional supplements 

Performed survival analysis for case involving kidney dialysis patients 

Performed survival analysis for case iilvolving time until retirement for optometrists still 

working after age 70 in Utah 

Developed forccasting model to predict sales of tiles used for building courts in domestic and 

commercial sports facilities in Canada 

Performed statistical analysis to critique expert's forecasting lnethodology using regressioil 

analysis techniques in multi-level marketing case 

Pcrfonned statistical sampling analysis of insurance claims in asbestos litigation and critiqued 

expert report of statistician 

Created statistical sampling design for study of automobile purchase records for major US. 

auto retailer 

Performed nonparametric statistical analysis and developed regression models to assess 

sampling accuracy and analyze potential damages in asbestos litigation. 

Assisted in creating sampling design for hospital study in Florida 

Assisted in creating sampling design ror heath services administration in Hawaii 

Performed statistical analysis for U.S. Department of Defense hospitals in regard to Joint 

Commission on Accreditation of Healrheare Organizatio~~s (SGr\IlO) Oryx measures 

Developed statistical models of lower-extremity arnputarions (LEA) in diabetics 

Developed statistical models of congestive heart failure (CHF) ratcs 

Developed statistical models of hospital readmission rates in cases of cluonic obstructive 

pulmonary disease (COPD) 

Developed statistical models to analyze prescription pick-up rates at pharmacies in states 

throughout the nation for major U.S. pharmacy 

Performed analysis of retail outlets in contact lens litigation 

Analysis of Large Databases 

Developed pricing analysis of long-distance domesttc and international calls in litigation 

involving major long-d~stance telephone sevicc provider 



1 Performed data extraction from databases of several U.S. commercial tissue manufacturers 

and compiled databases for statistical analysis 
' /  

! I 
4 Compiled data from several U.S. and foreign ferrosilicon add silicon metal manufacturers and 

retailers for statistical forecasting analysis. 
I 
I 4 Created database programs and macros to extract data fiom various databases in response to 

requests fiom opt-out claimants in ferrosilicon litigation 

Antitrust Cases 

Performed market analysis and researched relevant market issues in case involving private 

versus public water companies 

Performed market analysis for aircraft engine services merger 

Performed market analysis and research, determined relevant markets and market 

concentrations in major defense industry merger. 

Developed geographic market and performed statistical analysis for Canadian sanitary 

services company merger. 

Developed geographic market analysis for merger of Utah radioloa services providers. 

Developed cconometric forecasting model and provlded statistical analysls in ferrosilicon and 

silicon metal price-fixing litigation. Rebutted regression models of opposing experts. 

Analyzed pricing patterns and provided statistical categorical data analysis in commercial 

tissue litigation matter. Performed econometric analysis to determine existcnce of disparate 

impacts in class certification. 

Developed statistical and econometric modcls for analyzing pricing pattcrs in vitamin price- 

fixing lltigntion. 

Provided geogaphlc market analysis and statistical analysis in contact lcns price-fixing 

litigation 

Developed econometric analysis to analyze brand name crosion in clothing industry. 

Analyzed pricing patterns and performed statistical arlalysls in tobacco industry price-fixing 

litigation. 

Analyzed antitrust issues associated with entry of new rnenlbers into physician network in 

Utah. 

Calculated market effects and performed statistical testing in analys~s of gasoline market in a 

Utah city. 

Determined effects of tariff regulation on watch imports for American Watch Association. 



Damages Analysis 

r Provided statistical review and rebuttal of opposing experfs regressio~i model and analysis of 

damages in litigation regarding furniture manufacturer. Developed econornetnc analysis. 

Calculated damages arising from breach of contract in litigation regarding mining company. 

Dctcmined valuc of option to purchase real estate in Utah. 

Determined the value of trademark In trademark infringement litigation involving a restaurant 

and bakery. 

r Calculated lost proiits stemming from breach of contrack in sports industq 

Prepared damages analysis in breach-of-contract matter in insurance indushy 

Environmental Litigation 

* Performed Preliminary Natural Resource Damage Analysis jPNRDri) at river in 

Massachusetts. 

r Performed Preliminary Natural Resource Damagc Analysis (Ph1DA) at river in New York 

State. 

Performed demographic analysis for survey purposes in NaturaI Resources Damage Analysis 

at Superfund sitc in northwestern U.S. 

Provided survey supervision and analysis in damages analysis stemming from oil spill in 

Florida. 

Provided rnarkct analysis in analysis of damages stenming from oil spill in mode Island. 

Business Valuatiorl 

r Performed statistical analysis to dcicrmine can~parable companies to benchmark firm in 

medical products industry 

Perl'onned statistical analysis to determinc comparable companres to benchmark finn in pre- 

packaged software industsy 

Performed statistical analysis to determinc comparable companies to benchmark firm in 

Internet company valuatron. 



Performed multivariate statistical analysis using various methods to determine proximity of 

comparable companies in high-technology government consulting company valuation. 

Developed statistical regression model to forecist loans tor major U.S. bank. 

Used survival analysis methods to determine expccted lifettme of firm in loan industry, 

Used option valuation techniques (Black-Scholes, Binomial Tree Models) to value options in 

pre-IPO Internet company. 

* Used statistical analysis to value option to purchase land in future ski resort 

Used regression model to determine accuracy of retail sales forecasts in valuation of store 

damaged by fire. 



EXHIBIT "3" 
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