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Taxicab fleet executives are questioning whether it makes opeationd and econormic sense to convat
to aternative fud vehicles. To investigae and respondto this question,a TLPA Vehicle Task Force
of 15indugry leaders was appointed to gaher daa and make arecommendaion on alternaive fud
taxicabs In preparationfor the Task Force@internal debae on thisimportant matter, articles were
collected, fleet opeators were interviewed and thepromotiond materials from aternaive fud
vehicle advocates evaluaed. The Task Force also reviewed thetwo court casesin New York City
where afedera judge overturned the city@ mandae and subsequent finandal disincentive scheme to
try to force tha taxicabsbealternative fud vehicles.

From thestandpont of fleet executives, thejury isout ontheissue of whether or notit makes sense
for thetaxicab indudry to bealeader in the convasion from standard gasoline powered sedansto
adternative fud vehicles. Thefact tha the majority of the taxicab indugry® econonics is based on
the purchase of used, large sedans (often two year old police vehicles) works agang theindugry
purchasing new and more cogly aternative fud vehicles. Alternaive fud advocates, ontheother
hand, bdieve tha redudionin fud consumption and/or emissionsoutweighsopeaationd efficiency,
cog of service, and passengea safety and comfort. The general public has not yet weighed in on
whether they are willing to pay to sit in a smaller, more environmentally friendly vehicle.

There are successes and failures when it comes to theintrodudion of aternaive fud vehiclesin the
taxicab indugry. Thebottom line, however, istha the TLPA Vehicle Task Force bdieves tha
technology is evolving to make widespread use of aternative fuds nolonge thedream of thefuture
butareality tha already works for some today and may soonbeready to work for all in thetaxicab
indugry. The announ@ment of new vehicle emission and miles per gdlon standads made by
President Obama on May 19, 2009,will further speed automobile manufacturersCdevel opment of
commercia fleet worthy alternaive fud vehicles. The proposd new policy for thefirst time merges
fud-efficiency standadsfor vehicles with limits on tailpipe pollutants. Thenew Corporate Average
Fud Econony standad will beginin modd year 2012. Automakers will berequired to have afleet
average of 355 milesagdlon andto reduce tailpipe emission by 30 percent by the year 2016.

In condudingits andysis of alternative fud vehicles available to meet commercial passenge fleet
opeator needs, the TLPA Vehicle Task Force has madethefollowing condusons

1. As of July 2009, an alternative fuel vehicle adequate for taxicab service that meets
consumer needs (i.e., adequate space for multiple passengers and their luggage; fleet
operations durability and safety; a convenient fuel distribution system that allows
unfettered passenger travel; and cost effectiveness) is not widely available and we are not
certain when such a vehicle and fuel will be generally available.

2. The pace of technological advancements in alternative fuel vehicles is accelerating and it
is very likely that within the next few years there will be an affordable and nationally
available alternative fuel vehicle that does meet the taxicab industry’s operational needs,
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our passengers’ safety and comfort needs, provides for significant reductions in
emissions, and is far more fuel efficient than today’s typical taxicab.

3. Financial and operational incentives and the transition of police departments to
alternative fuel vehicles will speed the taxicab industry’s transition to alternative fuel
vehicles. Since a major portion of the taxicab industry purchases used police vehicles,
once police departments find a suitable alternative fuel vehicle, then soon thereafter the
taxicab industry is likely to have its alternative fuel vehicle of choice. On the other hand,
imposition of legally challengeable local mandates serve to create delays and resentments,
slowing the real progress toward a workable solution that serves the needs of consumers,
fleet operators and politicians.

4. The new national vehicle standards announced by President Obama should lead
automobile manufacturers to develop alternative fuel vehicles designed for commercial
passenger fleets. No such original equipment manufactured alternative fuel vehicle exists
today. Soon, the taxicab industry should have a choice of alternative fuel sedans that are
designed for and built to stand up to intense commercial passenger fleet use.

5. No alternative fuel to gasoline currently has a reliable network (statewide or national) of
fueling stations that meet the diverse and unscheduled passenger transportation needs of
the taxicab industry. A reliable fueling network and better refueling techniques (speed,
safety, and ease) are needed. As for the promise of hybrid vehicles, the shortage of
production capability needs to be resolved to make the batteries available in greater
numbers, which should lead to greater availability of a variety of hybrid sedans at a
lower cost.

TLPA

TheTaxicab, Limousne& Paratrangt Assodation (TLPA), formed in 1917,isthenaiond
organization tha represents the owners and managers of taxicab, limousne sedan, airport shuttle,
paatrangt, and nonemergency medical fleets. TLPA has approximately 1,000 member companies
tha opeate over 100000 passenge vehicles. TLPA membe companies trangport over 2 million
passenga's each day N more than 900million passenga's annudly.

Thetaxicab, limousne, and paratrangt indugry isan essentia part of public trangortationtha is
vital to this country® commerce and mobility, to therelief of traffic congestion, and to improving the
environment. The private taxicab, limousne, and paratrangt indugry trangports 2 billion passenge's
annudly, compared with the 10 billion passenge's trangported by public trangt; provides hdf of al
the specialized paratrangt services furnished to personswith disabilities; serves as afeede serviceto
major trandt stationsand airports; and provides about hdf of its service to trangportation
disadvantaged people. It is our indugry@ service flexibility that makes usthe public@ choice to
providethefirst and last segments of atrip, and which enable the passenge to notuse his’her private
automobile.

Executive Summary

Cars, buses, trucks, planes and other mobile sources accountfor almog athird (27.9%) of thetotal
air pollutionin the United States, according to the Environmental Protection Agency (EPA), which
established vehicle emission standads for cars and trucksin the early 1970s Since tha time,
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Congress has made vehicle emissions standadsincreasingly more stringent to address naiond air
qudity concerns Currently, it is estimated tha persond vehicles (sedansand light trucks) account
for 17% of total air pollution.

State and local govenment entities are also working to enhance air qudity. Californiais known for
establishing more stringent automobile emission standadsthan thefederal standads Local
govanments and public entities are also promoting improved air qudity througha variety of actions
induding funding alternative fud trandt buses, making alternaive fud vehicles a subdantial
advantage or outright requirement when competitively bidding service contracts such as for garbage
collection or the priority taxicab concession at theairport, and mog recently we have heard of afew
police departments tha are beginning to investigate the use of alternaive fud vehicles.

Since 2007,New York City, San Francisco, Bogon and Seattle have issued local mandaes requiring
all taxicab fleets to achieve certain city driving mileage per gdlon requirements in the near future.

The requirements in New York City and Boson were withdrawn by the cities after federa judges
issued injunctions, baring the cities from enforcing the rules. The princpd reason for the judicial

finding was tha the plaintiffs were likely to prevail on thar argument that when Congress enacted

corporate average fud economy (CCAFEQ standadsin the Energy Policy and Conservation Act of

1975(CEPCAQ, it had pre-empted state or municipd regulationselated to fud economy standards
or average fud economry standads for automobiles covered by an average fud econony standadO
unde the EPCA. It appears the other city mandaes, which are based on fud econony standadsare
also preempted by federal law.

While some taxicab companies have had success with the currently available alternaive fud
vehicles, taxicab fleets have doaumented numerous seriousproblems. Part of thereason for the
different reports from taxicab companies isthe different opeating stylesin theindugry. Where the
taxicab driver ownsthealterndive fud vehicle or ataxicab fleet restricts access to the dternaive
fud vehicle to selected drivers theresults are far better than for theindugry norm of thefleet owning
thevehicle and providing the vehicle to any qudified taxicab driver on any given day.

Theproblems reported by typical taxicab fleet opaatorsindude

* Fueling infrastructure to support alternative fuel vehicles: Exceptforafew areasin
Californiaand some largecities el sewhere, compressed naural gas fuding stationsare few and
far between. Asfor hydrogen fud stations there are only 62 in service in theentire county and
thereis till debae ontheviability of an affordable hydrogen vehicle. Also, if there isamass
movement to all-electric vehicles, thereisareal question asto whether or notthe U.S. electric
utility grid can handle the strain that would be caused by rechargeable cars. Regardless of the
typeof fud, thedistribution system needsto be comprehensve and thetime it takes to refud
mug be quick, easy and extremely safe.

» Safety of small vehicles: Mog of the hybrid vehicles currently in produdion, led by the Toyota
Prius are much smaller than the ubiguitousFord Crown Victoriaraisng concernsaboutthe
safety of passengeasin accidents; and in Baltimore, Bosgon, New Y ork City and other cities
where safety patitionsare required between thefrontand rear passenge compartments, the
common injuries resulting from passenge's legs knees and faces hitting these partitionsin very
minor accidents.
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* Durability of smaller vehicles: Thevehicle mug have theability to stand up to thewear and
tear they face when beng used as taxicab vehicles. While the average passenge vehicle travels
fewer than 1,000 miles amonth, the average commercial taxicab vehicle travels about5,000
miles per month. Accordingto Wade Hoyt, a Toyata spokesman in discussing the use of Priuses
as taxicabsin New York City, GDur engineers are ne'vousaboutit because they were not
designed for commercia use.OThetaxicab indugry nesdsa qudity full size sedan to be
producd as a hybrid.

* Availability of hybrid vehicles: Thekey comporent of hylrids thebatery to power the
electric motor, is notreadily available. Before the current downturn in the world econony, both
Toyota and Hondaannouned plansto build new plantsto significantly inarease the number of
bateries for hybrids Toyota has stated tha it shoud be able to increase its produdion of the
Priusfrom the current 200,000 pe year to onemillion vehicles per year sometime after 2010.
Hondahas announed tha it will beable to increase its annud produdion of hybridsto 500000
sometime after 201Q Also, the bateries are only warranted for thefirst 2000000r 150000
miles (degpending on the manufacturer). Since taxicabs average about 60,000 miles per year
taxicab companies will be subject to buying anew $5,000to $7,000hybrid batery after only a
couple of years, which, if realized, would dramatically affect the opeating cog of thevehicle.

Despite concernsand reservations afew TLPA member fleets (Yellow Cab Coopeative and Luxor
Cab in San Frandsco, and the Y ellow Checker Star companiesin Las Vegas) are pionesring the
indugry@ seriousexperimentation with alternaive fud vehicles. Each of these fleets has four or
more congecutive years of experience with testing aternative fud taxicabs This pgper summarizes
the experiences of these companies and also reviews some fleets with less experience.

The pape provides three informative appendices. Appendix A reviews the experiences of New Y ork
City taxicab fleets with alternaive fud vehicles, andthelegd defeat of the New York City and
Bogon aternaive fud taxicab mandaes. Appendix B reviews incentives, primarily federal tax
incentives, to convet to alternative fud vehicles. Appendix C provides a summary of the
experiences of taxicab companiesin Audralia, Canadaand England with alternative fud programs.

Introduction

QOn 1977,Jmmy Carter told the American people that they would have to badance the nation@
demand for energy with its @apidly shrinking resourcesQor theresult ®nay be anationd
catastropheQlt was a problem, the President said, Gha we will nat solve in the next few years, and it
islikely to get progressively worse throughtherest of this century. We mug notbe selfish or timid if
we hopeto have adecent world for our children or granddhildren33

Now 32 years |ater, these dire predictionsmade by President Carter have become part of our naiond
congiousess. A day does notgo by where we are not assailed by terms such as globd warming,
greenhou®-gas emissions, carbon-neutral busnesses and green this or green that.

Alongwith this pus for the greening of America, in some large cities induding San Frandsco and
Seattle, TLPA members are facing mandates to convert the mgjority of thar fleetsto alternative fud

! Specter, Michael. Big FootOThe New Yorker, February 25, 2008 pp. 44-53.
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vehicles. Very recently, themandaesin New Y ork City and Boston were chdlenged in federal court
and both judges have ruled the mandaes violate federal law and they blocked theimplementation of
themanddaes. Other cities, such as Cambridge Massachusetts are offering finandal incentives rather
than mandaes to encourage companies to add aternative fud vehiclesto thar fleets.

There are anumbe of examples of TLPA membe fleets experimenting with alternaive fud vehicles
because they hopeit makes goodbusness sense. Mog of this experimentation began in the summer
of 2008when the average co for agdlon of regular gasoline surpassed $350 pe gdlon(andin
some areas exceeded $4.00 per gdlon)in the United States.

Significant U.S. Fleet Experiences With Green Taxicabs — four or more years experience

Yellow Cab Coopeative of San Frandsco probably has thelongest experience of any U.S. TLPA
member with hybrid vehicles starting with the addition of 10 Ford Escape Hybridsin 2005 followed
by 15 Escape Hybridsin 2006 an additiond 15 Escape Hybridsadded to itsfleet in 2008,and new
hybridson order for 2002 Hal Mellegard, General Manager of Yellow Cab Coopeaative summarizes
the company@ experiences as follows:

The drivers love them. They can sit up high and have a better view of wha@® around
them. They al tell me tha the seats are very confortable and that it easy on their
backs. Thegasisusudly (with today@ prices) about $25 less per shift than our Crown
Victorias. Now the other sideis tha the new cars cog about $28000 or $5,000 more
than anew Crown Vic. Everything is goodfor thefirst year but then the maintenance
startsto add up. The motor mount go fairly regularly. We have trouble with the axles.
There are 3 water punps on each vehicle and if one of them goes out (and they will
every 50,000 miles) the car stops They don®come as a taxi package so the cloth
interior looks horible in a few months and if a battery goes, it@ about $7,000 for a
new one To dae, we have had three bateries fail. Even the cog to indal a new
trangmission in a Ford Escape Hybrid, about $3,500, is far more cogly than a new
Crown Vic trangmission. Our mechanics have received specia training so tha they
won®get electrocuted working on the hybrids We do have some with 225000 miles
thoughand with a lot of maintenance. | think the moral is tha there really is no such
thing as a free lunch and tha the money the driver saves today on fud is spent
tomorrow on pats and maintenance. We are unde mandae to be 100% SULEV (the
California Air Resources Board@ rating of Supe-Low Emission Vehicle) or better by
the end of 2011, and we are charging the drivers a highe daly gae on the @lean
vehiclesO($7 50 per shift in addition to the $5.00 pad by every lease driver on every
shift to hdp pay for thenew hybridswe have to add in thefuture to meet the mandae).

Y ellow Cab Coopeative of San Francisco also opeaates about 100 CNG (compressed natural gas)
vehicles. Thevehicles are conveated Ford Crown Victoria sedans Mr. Mellgard reported the
following to usregarding the CNG fuded taxicabsthey opeate.

We have a CNG station on our propety and besides tha a relatively good CNG
infrastructure in the Bay area. There are about6 CNG stationsin San Frandsco. All
of the Bay area airports have stationsand mos mgor cities around San Francisco also
have stations As to incentives, 140 San Francisco taxis get "front of the line
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privileges' at the airport with no waiting. So, we have about 100 of owr 500 cars
running on CNG.

TLPA member JohnLazar, President and General Manager of Luxar Cabsin San Frandisco also has
extengve experience with hybrid and aternative fud vehicles. He stated:

In our program for clean air cars and low fud emission cars, we have looked at the
following:

In 2005we purchased 6 Ford Escape Hybrids We run two 10-hou shifts, 7 days per
week. We made sure that we handpicked the driving crews allowing no more than 4
drivers pe hybrid cab. We have not had many mgjor failures: afew trangmissions no
batery failure, and the tires and brakes lasted longe. We have noticed a extreme
increase in the cost for pats on the 2008 and 2009 modds tha now have airbags
coging $3,500 and a new transmission coging $3,500 with an additiond $1,500 to
have it indgaled. Drivers are very hgopy with peformance, handling and fud
consumption. We now have 300000 miles on them and recently purchased 25 more
Ford Escape Hybrids We did have to changeouttheinterior dueto cloth seats getting
dirty and we replaced them with vinyl after 150000 miles. Thekey to these carsin my
opinion is the nunmber of drivers you put on them, and tha you have to listen to
driversOproblems. We have been able to get after-market parts for the cars from Kass
in Florida We have indalled running boads and purchased a stool for the elderly and
cusomers with medical problems to assist in getting in this highe entry vehicle. In
some parts of the country whee weather is afactor usng air conditioning and heaters
much of the time, opeators will not get the fud performance from the batery power.
We have not had any major accidents with the Escapes so | cannotrespondto cogs for
major repars.

We have two other hybridswe are testing. We have a 2008 Toyota Prius and have had
no complaints, but there are only 100000 miles on it. We aso have a 2008 Toyota
Camry Hybrid tha seems like a good car, but we have only recently placed this
vehicle into service and have no opeaating experience with it.

We are aso opeating seven Ford Crown Vics with compressed naural gas. We have
learned the 2007 manifolds are cast iron and hold up much better than the duminum
heads

TheY ellow-Checker-Star taxicab companiesin Las Vegas have used propanefor over 25 years and
have thar own re-fuding station. The company operates 850taxicabs 830 of which are powered by
propane Bill Shranko, Chief Operating Officer of Y ellow Checker Star, stated there are cods
involved in striving to be a QyreenOtaxicab company. He said:

It cogts $4 500 to retrofit a vehicle for propane fuding for which there is currently a
govanment incentive tha pays hdf of this convesion cos. Our company owners have
been committed to usng clean-buming propane before QyreenOwas fashionable and
have stayed the course despite it not being as econonical as one might think. While
the cog pe gdlon of propane is less than a gdlon of regular gasoling when you
condder the cog of retrofitting, the cog of shipping (as the fud comes from a long
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distance away) and the fact tha at about 10 miles to a gdlon the company(@ propane
powered taxicabs are about 20% less fud efficient than a Crown Victoriag, the overal
propane cog is compditive with a conventiond taxicab. When the price of gasoline
exceeds $4.00 pe gdlon, propane costs are less than gasoline on an equivalent per
vehicle mile basis. One of the big benefits of propane is tha the company has much
lower maintenance cods as clean-buming propane usage greatly lessens the wear and
tear on engines. Also, propane is readily available in the U.S. so there is no
dependence on foreign oil and mog importantly, Yellow-Checker-Star® use of
propane results in a savings of 1,000 tons of particulates and 1,000 tons of carbon
monoxide from being released into the atmospheae each year. | dor® bdieve many
taxicab companies will consde conveting to propane despite its tremendouws
environmental advantages until the Federal govenment greatly reduces convesion
restrictions

New U.S. Entrants into Green Taxicabs — less than three vears experience

Out of over 1,000 member companies, thefollowing five member companies (in addition to thethree
companies listed above respondel to the Task Force@ call for a sharing of information by fleets that
placed five or more alternative fud taxicabsinto service before May of 2008.

In May 2007,Metro Taxi, Denver@ largest taxi service, launched Denver@ first hybrid taxi and since
then has added hybrid taxis and implemented othe environmentally friendly practices. Metro Taxi of
Denve President, Robet McBride, provided thefollowing information onthe company@interest in
hybrid vehicles:

In April of 2007,Christophe Cotter came on boad with the Metro Taxi team to ingtill
a new line of business thinking in the way of sustainability. The god was for Metro
Taxi to opeaate in a more environmentally friendly manne, while also continuing to
focus on the bottom line His initial focus of enegy conservation was on the office
buildingsand then we broadened the program to indudethefleet. In May of 2007, we
purchased a Toyota Priusfor taxi fleet use. He selected five of our better drivers. He
asked them to keep track of thar fud spending and do some andysis on the
cogds/benefits. Because the car is brand-new and cods quite a bit more than the older
Ford Crown Victorias, we are charging the driver a highe weekly lease to drive the
car. Overal, the driversOfound tha they were making more money induding the
additiond cash going towards the highe lease rates. We are 14 months degp into our
environmental program. We have cut our enegy needs by 60%insde our
headquaters. We have put a total of 25 Prius vehicles on the road, and we have 2
hybrid owner/drivers. Our highest mileage Prius has gone80,000 miles and other than
nomal services, we have only replaced oneheadlight. In addition to tha, we have not
even replaced a single set of brake pads yet. While the cloth interior is not optimal, we
are looking into seat cover optionstha should make the cleanliness easier in the long
run. Lastly, we have been featured in every single news network and local newspaper
in the Colorado area for our QyreenOefforts. We have received more postive press for
going green in oneyear than we have had in the combined 25 years of opeaation. So
far, the Toyata Priushas been a great car for the Metro Taxi fleet.
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On March 15,2008 Yellow Cab of Denver annownced its commitment to going green. The company
rolled outboth hybrid and propane-fuded taxisin amoveaimed patly at hepingits drivers cope
with therising cos of gasoline. GDur god isto get thefud costs down so we don® have to
continudly increase thefares,Osaid Randy Jensen, a Yellow Cab executive. Yellow Cab@ efforts
indudeadding Toyota Priusand Ford Escape hybridsin its Boulder fleet, dongwith thos it had
previoudy introducd in Denver. Since many Yellow Cab drivers buy and maintain ther own taxis,
the company estimates the annud fud savingsof about$5,000can nearly offset the highe price tag
of ahybrid. ONVeQve donesome calculationson it,Osaid Brad Whittle, president of Colorado Cab, the
paent of bath Denver and Boulder Yellow Cab. Orhefud savingsmore than pays for the cog of the
vehicle.OThe company is also conveting conventiond sedansto abi-fud system tha runsmosly on
cleaner-buming propane The cars would use gasolineonly untl theenginewarmsup andalso asa
backup optionif propanerunslow between fill-ups?

In April 2008, Total Trangt, Glendde, Arizona took ddivery of thefirst 20 of a planned 200 Toyota
Priuscarsit will addto itsfleet of taxis tha opeate across the Phoenix region. Company owner
Craig Hughes expects to save about800000gdlonsof fud each year with thefud-efficient cars,
which trandates into an annud savingsof about$14,000 per vehicle. Thenew fleet will also reduce
carbondioxide emissionstha contribute to globd warming by 8,000tonsayear. After alengthy
study, Hughes said tha he bdieves the economics of the Priuswill pay off for his taxicab company.
Althoughtheinitial cod ishighe than theFord Crown Victorias used in hisfleet, the gas savings
will more than offset tha during the expected life of thevehicles, hesaid. Thekey will bewhether
the gasoline-electric hybridswill be sturdy enoughto avoid high maintenance cogs unde heavy-duty
taxi-driving condtions hesaid. Qt(3 pretty easy to fix the Crown Vics,Ohesaid. Orhejury will be
outon tha (Prius maintenance cogs) for awhile.O

Hughes has looked at alterndive vehicles for severa years, because Phoenix Sky Harbor Airport has
required compressed natural gas (CNG) vehiclesfor itslast bid for taxicabsto serve theairport three
years ago. However, Total Trangt foundtha taxicabstha were modified to run on CNG have been
plagued with maintenance problems. A hybrid Ford Escape SUV didn®work out econorically, and
aHondaCivic Hybrid was too small for cusomer comfort. After extensve research, Hughes thinks
the Priusmay bethe answer. Orhe back sest is big enoughfor three people, and the car has agood
crash-test rating N important for rider safety, hesaid.G

In April 2008,Broadway Cab, Portland, Oregon, added six hybrid Toyota Priuscompeactsto its fleet,
atest tha could lead the company to replace hdf of its 205-taxi fleet with gas-electric cars. General
Manager Raye Miles said Broadway researched experiences in other cities, where companies have a
few hybrids While hybrids save on gas, Miles said, they could be more expensve to buy and
maintain. She said she pays about$5,000to $7,000 for conventiond replacement cabs Priuses can
cod at least three times more, she said. Broadway mechanics figure they can maintain abouthaf of
the hybridsOsystems, she said, butthey@ have to send out other fixes to Toyotadedlers.

TLPA member Neal Nichols, Arlington, Virginia, opeates atotal of 39 hyhrid vehiclesin two of his
fleets. Red Top Cab of Arlington features 17 Toycota Camrys, 5 Ford Escapes and 2 Toyota
Highlande's. Arlington Y ellow Cab features 13 Toyota Camrys, 1 Toyota Highlande and 1 Toyota

? Kelley, Joanne O ellow Cab Rolls Out Hybrid TaxisORocky Mountain News, March 15, 2008
3 Taylor, Ed. Ovaley( DiscountCab Goes GreenOEast Valley Tribune, April 28, 2008
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Prius Mr. Nicholstold TLPA tha the hybrids have been opeating for too short aperiod of time to
assess thequdity of their opeating performances. He also reported tha thetaxicab company is
experimenting with theintrodudion of a bi-fud vehicle tha opeates on gasoline and propane

According to Mr. Nichols,

Both Virginia and Arlington County recognize ethane methane and propane as
aternae fudsaslongasthevehicle is primarily powered by the aternae fud. We are
serioudy investigating usng a bi-fud vehicle that runson gasoline and propane We
can get better mileage out of the propane vehicle if we use a leaner mixture than in a
solely propane-powered vehicle, but then the vehicle will not start and opeate on
propane when the engineis cold. With the bi-fud vehicle, once the engine starts and
warms up on gasolineg, it then switches exclusvely to propane

We are expeaimenting with one conveted Crown Vic for now. The convesion coss
approximately $4,000 per vehicle. Given the current cog of propane and the current
$050 per gdlon federd rebae for propane used as a motor fud (due to expire
12/31/09 unless renewed), we estimate tha a fleet conveasion to this system will pay
for itself in approximately 1.5 years. After thd, if the cods remain propottiond to
gasolineas currently, and thefederal rebate remainsin place, then our fleet would save
approximately $250000 per year in fud cogs based on a 100-taxicab convesion. We
are paticipaingin astimulusgrant proposl to the U.S. Government that, if approved,
will fundconveting 100of ourtaxicabsto bi-fud vehicles.

The ecological ben€fits of opeaating on propane are tha it produaes less greenhoug
emissions than gasolineg, particularly carbon emissons which we are al told are
responsble for globd warming. The additiond economc bendfit of propane is tha
90% of propaneis producd in the United States. So, when you purchase propane, you
are not sending American dollars to some other county. Conequently, the dud
benefits of usng the bi-fud vehicle are leading us to very serioudy consder
conveating amajor portion of ourfleet to this alternae fud source.

There were many other TLPA membe fleets tha reported testing oneor two alternative fud taxicabs
(primarily hybrids).

Impact on Taxicab Drivers

Convetingto aternaive fudswill have a significant impact ontaxicab drivers. How thedriver is
impacted will dgpend mog heavily on whether thedriver owns his own vehicle or leasesit froma
company or another owner, athoughother factors come into play aswell.

Approximately 90% of all taxicab driversin the United States are self-employed indgpendent
busnesspeople N notemployees. In such arrangements, the drivers accountfor al of their fares, and
they rarely report revenues to the company. Whether the driver ownsor leases histaxicab usudly
determines how certain expenses are divided up.

In atypical taxicab lease arrangement, expenses bome by thedriver indudethelease payment to the
owner or the company, necessary taxicab driver pamits, cell phonebills, passenge pickup fees at
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theairpornt and other tolls, and fud for thetaxicab. From thelease fee, the company or vehicle owner
will pay for avehiclethat islicensed and equipped (two-way communications taximeter, top light,
etc.) to providetaxicab service, maintenance for the vehicle, liability insurance, accessto the
dispach center, marketing, and accouningto process credit/debit cards, company vouders and third
paty payers (contract trips).

Where thedriver ownshis own vehicle, thedriver istypically referred to as an owner-driver. Owner-
drivers pay al of thecogs bomeby driversin alease arrangement, butthey also pay for thevehicle,
its equipment and maintenance. Because these items are not a part of thelease, the owner-driver
would pay lower feesto thetaxicab company

For owner-drivers, the effect of an dternative fud mandaeisclear, i.e., thedriver is paying 100% of
the cog of acquiring, fuding, maintaining and disposng of thevehicle. Over thelife of thevehicle, if
theacquisition cog, opeaating cod (induding fud), maintenance cog, and depreciation combineto
exceed the cog of tha of a standard taxicab vehicle, then thedriver@ income will suffer by the
difference. Therefore, for an alternative fud vehicle notto be hamful to adriver@income, the
oveal fud savingsmug more than make up for the highe cos of acquiring, opeating and
maintaining the vehicle.

In alease arrangement, a hybrid@ bendfit of fud cog savings bomeby thedriver, is disconnected
from thevehicle® highe purchase and maintenance cods, which are bome by theowner. Thisissue
is sometimes addressed by surcharging thelease driver for the hybrid, so that bath thedriver and the
owne bendit fromthefud savings Inatypical community outside of thetop ten metropolitan areas
in the United States, taxicabs average about 1.2 shifts per day. Thegoingrate differential for ahybrd
taxicab over aregular taxicab is approximately $12.50 per shift or theequivalent of $1500 per
vehicle per day. In larger citiestha can doubk-shift ataxicab, such as San Frandsco, the $1500 can
be split evenly over thetwo shifts.

In such arrangements, thedriver still saves money. A typical situaion could be assumed as follows:
1) theaveragetaxicab driver drives about 160milesin a shift, 2) the alternative fud taxicab achieves
40 miles per gdlonof fud, 3) theregular taxicab achieves 15 miles per gdlon, and 4) that agdlon of
fud for thetaxicab cogs $3.00. Unde these assumptions the driver will save atotal of $2062 per
day onfud, of which heor shepays $1250in a highe lease fee to thetaxicab company for the
company to use to cover the highe acquisition and maintenance cods, leaving thedriver with a net
increase in his or her income of $8.12 per day. When the cog of fud goes upto $4.00 per gdlon,
then thedriver@ income inareases to about$15.00 per day. The highe the mileage and/or the higher
the cog of fud, the more advantageousit isfor thedriver to lease an alternaive fud taxicab.

Another concern for owner-driversisthe finanang arrangements for vehicles that require amuch
higher capital investment. The purchase of aternative fud vehicles, eveniif it makeslongterm
econonic sense (life cycle cogs) for thedriver, is more difficult. To purchase a more expensve
aterndive fud vehiclethedriver hasto produe alarger down payment (as much as three to four
times as much) and pay larger monthly payments than would bethecase if thedriver were
purchasing thetypical used police vehicle. Thedifferential in finandng cods tha result from
finandng a $24,000new hybrid versusa $6,500used Crown Victoriais very significant. Even for
the secondvehicle adriver purchases (to replace his or her taxicab when it needsto beretired), some
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driverswill nat set asidethedaly savingsin the cost of fud to fundthe upfrontdown payment
required to purchase a replacement vehicle, and they may beforced to leave thebusnessif they are
not able to get acceptable finandng terms.

Still another concern istheimpact ondrivers of the increased vehicle downtime dueto maintenance.
Taxicab fleet maintenance shopshave learned to quickly and cheaply perform maintenance and
repars on Ford Crown Victorias. With the moveto hybrid vehicles, many electrical maintenance
issues mug be handled by trained mechanics at factory dealerships which cos thedriver money in
theform of log revenuewhile thetaxicab is out of service.

Findly, if thealternative fud vehicle should use compressed natural gas (CNG), propane or another
fud other than gasoline, diesal or eectric batery, then therefuding process gets called into question.
Any alternae fud used by taxicab drivers would need to be available throughoutthe geographic area
serviced by thedrivers, would need to be safe to handle with minimal training to drivers, and the
refuding would need to be accomplished in minutes rather than hous.

Types of Alternative Fuels and Alternative Fuel Vehicles (AFV)4

TheAlternaive Fuds and Advanced Vehicles Data Center (AFDC, formerly known asthe
Alternative Fuds Data Center) provides awiderange of information and resources to enable theuse
of alterndive fuds (as defined by the Energy Policy Act of 1992, in addition to other petroleum
redudion optionssuch as advanced vehicles, fud blends idle redudion, andfud econory. The
following fuds are defined as alterndive fuds by the Energy Policy Act (EPAct) of 1992:pure
methanol, ethanol, and other alcohols; blendsof 85% or more of acoholwith gasoline naural gas
and liquid fuds domestically produced from naural gas; liqudied petroleum gas (propane); cod-
derived liquid fuds; hydrogen; electricity; pure biodiesel (B100), fuds, other than alcohol, derived
from biological materials, and P-Series fuds. In addition, theU.S. Depatment of Energy (DOE) is
authorized to designae other fuds as alterndive fuels, provided that thefud is subdantially non
petroleum, yields subdantial energy security benefits, and offers subgantial environmental ben€fits.
Also, as amendeal in Januay 2008 Section 301 of EPAct of 1992defines AFVsto indudehybrid
electric vehicles, fud cell vehicles, and advanced lean bum vehicles. The current choices for
aterndive fud vehiclesontheroad today indude

Hybrid
Hybrid electric vehicles: There are three types of hybrids

» Single-modehybridsthat are electrically powered at low speedsand gasoline powered at high
Speeds

» Two-modehyhridswhich feature low and high-speed electric variable trangmissions i.e., two
sets of gears: onefor theinternd combudion engine and another set for the electric engine
resulting in improved fud econory in both city and highway driving and are adgptable to
gasoline, diesal or E-85 enginesregardless of the cylinde configuration

» Plug-In Hybridswhich feature alarge, high-capecity batery that can berecharged by traditiond

4 Sameof this AFV informaion wasadapted from a webi nar GGreen FleetVehiclesDWhat You Should
KnowOQOsponsored by Mercharts Leasng, Mancheger, NH, October 25, 2007.
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hybrid methodsand by plugging into a houshold current

Mog current hybrids (induding Ford Escapes and Toyota Priuses) are of the single-modetype and
are very efficient in stop and go city driving, however, they cannotcompete with the mileage of
traditiond gasolineor diesel alternaivesin highway driving as the batery addsconsderable weight
to thevehicle. Also, sugained uphil driving may drain the batery. Thereplacement cog of the
batery, which ranges from $5,000for a Priusto $7,000for a Ford Escape, may make the vehicle too
cogly for atypical taxicab fleet vehicle.

E-85

E-85 Flexible Fud Vehicles: E-85is a mixture of 85% ethanol, and 15% gasoline, which produes
fewer emissionsthan gasoline Flexible fud vehicles can run on either E-85 or gasoline The added
vehicle cog isvery low and E-85is asamuch as 50 cents pe gdlon cheaper than regular unleaded
gasoline It has ahighea octanethan gasoline so vehicles can betuned for highe performance. On the
othe hand, fud mileageislower compared to gasolineand diesdl (by 10-15%). Only 1,134 of
170000 public service tationssell E-85 (oneoutof every 170 andretail gas outlets are being slow
to invest thethousandsof dollars it takes to add E-85 capecity. Also, the mgjority of ethanol is
derived from corn althoughnew technologies will allow for produdion from biomass waste
facilities. Ethanol is expensve to produe and some andysts say itsincreased produdion has
contributed to an increase in food prices. Saab offers Saab BioPower engines tha runonE-85in
both its 9-3 and 9-5 rangeof modds. Saab has also developed the Saab BioPower Hybrid Conaept,
theworld@first hybrid vehicle withou fossil fud emission.

Biodiesel

Biodiesel Fud Vehicles: Biodiesel produces fewer emissionsthan pure peroleum diesel. Biodiesdl is
aform of diesel fud manufactured from vegeable oils, animal fats, or recycled restaurant greases. It
can beused inits pure form (B100) or blended with petroleum diesel (B20 - twenty percent biodiesel
and 80% peroleum diesel). B20isthemog common biodiesel blend in the United States. Using B20
provides subgantial benefits but avoids many of the cold-weather performance and material
compaibility concernsassodated with B100. In Januay 2001,the Biodiesal Find Rule madeit
possible for fleets to earn EPAct credits for use of biodiesel blendsof at least 20%. This rule does not
make B20 an alternaive fud, but gives onecredit for every 450gdlonsof pure biodiesel used in
biodiesel blends B100is biodegradable and produces less air pollutants than petroleum-based diesel.
It can beused in any diesel enginewith little or no modifications Thebio portionis domestically
producd from non-petroleum, renewable resources. However, it isless available than gasolineand
diesal (roughly 1,000filling stationsnaionwide). It has lower fud econony and power (10% lower
for B10Oand margind for B20) it is even more expensve than regular diesel and B100is not
suitable for usein low temperatures.

Natural Gas (CNG & LNG/LPG)

Natural Gas Fud Vehicles. Natural gas burnscleaner, more efficiently and completely than gasoline
or diesel fud, produangfar fewer toxic pollutants and greenhou® gas emissions Natural gasisa
fossil fud comprised modly of methane Methaneis derived from avariety of sources such as oil
shde, cod, naural gas or agricultural waste. Methanol can also bederived from landfills (LFG).
There aretwo main naura gasfud types: Compressed Natural Gas (CNG) and Liquefied Natural
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Gas (LNG). LNG has areatively high cos of production and the need to store it in expensve
cryogenic tankshavs prevented its widespread use in commercial applications

» Compressed Natural Gas (CNG) is more than $1.00 cheaper per gdlonvs. regular unleaded
gasoline In April 2008 the equivalent of agdlonof CNG averaged $2.04 compared with $353
for agdlon of gasoline Thereisa30-40%redudionin greenhou® gas emissonswith CNG
powered vehicles. CNG has a higha octane than gasoline so vehicles can betuned for better
performance and more than 90% of naural gasis domestically produced. Unfortunaely, there are
very few filling stations California has thelargest infrastructure in the country with 450total
stations however, only 160are public access stationsas mog are indalled and owned by private
fleets. There are fewer than 2,000 CNG fuding stationsnaionwide. In the Washington, DC
metropolitan area, for example, there are only fourfilling stationsthat offer CNG. CNG vehicles
require a greater amountof space for fud storage than conventiond gasoline vehicles (CNG = 5x
more space; LNG = 2x more space). Therefore, therangeper gas tank of a CNG-powered vehicle
is between 170to 225miles makingit lessthan idedl for road tripsespecialy with thelimited
refilling options There are fewer than 120000 CNG vehiclesin theU.S. and many are fleets
owned by public entities. It is also impartant to note that no CNG powered sedansor vansare
manufactured any longe in the United States, so standard sedansand vanshave to be converted
to CNG. Thecurrent convesion cogs for asedan is approximately $14000and for avanis
$18000.

> Liqudied Petroleum Gas (LPG) is more commonly referred to as propane. Propane@ popukbrity
as an dterndive trangortation fud stems mainly fromits domestic availability, high energy
dengty, and clean-buming qudities. It isthemog commonly used aternative trangportation fued
and the third mog used vehicle fud, behind gasoline and diesel. Propane produces up to 20 pe
cent fewer toxic pdlutants and greenhou® gas emissionsthan gasoline vehicles. There are more
than 200000 propane-powered vehiclesinthe U.S. Propaneis less expensve than gasoling but
gets fewer milesto thegdlon. For example, in July 2009, the average price of agdlon of regular
gasolinewas $2.44, theprice of agdlon of propane was $2.48, however because of differing
energy contents pe gdlon between gasoline and propane, the price pad pe unit of energy
content can differ somewha from the price pad pe gdlon. Therefore, while theprice per gdlon
of gasolinewas $2.44in July 2009, the price per an energy-equivalent gdlon of propanewas
$3.43. No propane-fuded lightduty passenger cars or trucks have been produed commercialy
intheU.S. since the 2004modd year. Gasolineand diesel vehicles can beretrofitted to runon
propanein additionto regular fud at a cos of about$3,400 Less readily available than gasoline
and diesdl, there are 2,500 propane-refuding stations nationwide

Hydrogen

Hydrogen-powered fud cell vehicles have been in development for years and use a sophisticated
electrochemical energy convasion device similar to a batery. The power isthen putto thewheds
viaan electric motor. Thefud cell convets hydrogen and oxygen into water and in the process, it
produees electricity. Despite theappedl of fud cell cars an affordable, commercially available modd
isnotonthehorizon. There are, however, a nunbe of concept and test fleet vehiclesontheroad. As
of June25,2008there were 69 opeationd Hydrogen Fuding Stationsin the U.S. and Canada
according to the Hydrogen Fuding Station database. There are another 41 stationsin the planning
stages. Theredigtic timelinefor developing commercial hydrogen-powered vehiclesis il a
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question. It should be noted tha in Januay, Ballard Power Systems of Vancouve, theworld leader
in the manufacturing of hydrogen fud cells, sold the company@ automotive fud cell assets to
Daimler AG and Ford Motor Company. John Sheridan, Ballard®@ President and CEO stated, O his
transaction lowers Ballard@ risk profile by addressing therealities of the high cost and longtimeline
for automotive fud cell commercialization.O

The American Enterprise Ingitute@® Mr. Green said American interest in alternaive fuds would
waneif gasoline prices return to 2007levels. Orhae® compdling evidence that oil will eventudly
fall back to the $60-a-barel ranggOhesaid. Ot abubbke; it nota matter of scarcity. People won®
switch from gas to hydrogen or anything else unless they really have to.OAdded Mr. Green: My
money@ still on gas. Hey, the gas-powered Hondas get great mileage Why bother with hydrogen-
powered Hond&?8

Electric

During the Olympic games, Geneaa Motors aired commercials introdudng theVolt asthe pinnacle
of GM@ fud econorry improvements and hybrid lineup. However, hundeds of GM engineers are
working quickly to deal with theinevitable glitches from new technology. They mug figure out how
to keep the battery cool and adjus the car@@ sugpension so it performs well while carrying a 400-
poundbattery pack. GM has promised to begin selling the Volt in Novembe 2011.GM is saying the
Volt will cog $32000and tha produdion volumes are expected to remain relatively low; 10,000for
thefirst year and 60,000for the secondyear of produdion.

In themeantime, a patential drawback for electric carsin theU.S,, thestrain recharging vehicles
could have ontheelectric grid system. Utilities have to be aware that increasing gasoline prices
could push sales of rechargeable electric vehicleswell into themillionsby 2020,which could stress
thegrid system. Othe possible problems indudeelectric vehicles getting larger and requiring far
more electricity for recharging, and demandsfrom people tha ther vehicles berecharged quickly,
drawing more electricity during peak times.

Diesel

While not an adternative fud, diesal has always been known for outstanding fud efficiency, with
better mileage (by 25 percent to 40 percent) than gasoline However, thekerosene-like fud andthe
enginestha bum it were dirty, noisy, davdling and even deadly, linked to increased risk of cancer
and respiratory disease. Tha has all changed, in part because of cleaner-burning fud N its 2006
rollout had been mandated in 2000by the Clinton administration N that have 97 percent less of the
sulfur responsble for diesel enginesCsooty particulates. Thelow-sulfur fud, haled by the
Environmental Protection Agency as a historic advance, has opened the doorto sophisticated
emissionscontrols tha let diesel engines meet thestrict pollution standadsof California. Those
rules, theworld@ mog stringent by far, require 2009-modéd diesels to be as green as gasoline or even
hybrid modds. Starting with the2009modd year, several automakers have developed diesels clean
enoughto pass muder in al states, induding the big Californiaand New Y ork markets.

> Akasie, Jay. OVave of the Future or Toy for 200Environmentaists?OThe New York Sun, Junel7,
2008.
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Unde thehood thereislittle to distinguish diesel engines from those tha bum gasoline Both use
pistons valves and electronic fud injection, but the differences go beyondthe form of petroleum tha
goes in thetank. Today@ gasoline enginesignite their fud with a high-voltage spark; diesels, also
known as compressiortignition engines, light thefire with the heat generated by squeezing theair in
thecylindesto afar greater degree. Thisis oneof ther main advantages. a compression ratio of
nearly 20:1, compared with a maximum of about 12:1 for gasoline This meansthat diesel engines
extract more power from their fud. The compression of agasoline engine can®simply be cranked up
highe N thegasolinewould burn erratically. Diesal fud, a petroleum distillate, will tolerate those
high cylinde pressures. Another reason diesels get better mileage thefud contains 12 percent more
energy agdlon. While diesel currently cods 16 percent more than gasoline that premiumis more
than offset by mileage gansof 25to 40 percent. Consumers would still save money with adiesdl car,
and they would fill it less frequently. The Mercedes E320diesel sedan, for example, can cover
roughly 700highway miles on atank. Next-generation lean-diesel modds (certain 2009modeds) are
also eligible for federal tax credits of upto $1,300°

Reasons To Be Cautious About Jumping Onto the Hybrid Bandwagon

In the United States, except for thelimited information provided by the TLPA membersin San
Frandsco, there isamod no significant opeationd experience with hybrid vehiclesin taxicab
service for more than three years. Mog TLPA memberstha have purchased hybridshave doneso in
thetwo past years and have yet to accumulate much significant opeating data. However, afew
opeatorsin New York City have been opeating some hybridsfor 2.5 years. In April 2009severa
taxicab fleet opeatorsin New Y ork City filed declarationsin afederal court case seeking to block
implementation of the New Y ork City Taxi and Limousne Commission (TL C) second attempt to
impo<e aterndive fud mandaes ontaxicabs Thefirst attempt was overruled by afedera judgeon
Octobe 31, 2008.0n June22, 2009,the TL CB second attempt was also foundto be aviolation of
federal law (for more information on these cases see Appendix A of this pgper). Regardless of the
legd merits of manddes, the sworn statements made by New Y ork City opeators should prove
useful to TLPA member opeators consdering incorporating hybrid vehiclesinto ther fleetsand to
cities and states congdering green incentive programs.

Ron Sherman, President of the Metropolitan Taxicab Board of Trade(MTBOT), atrade assodation
representing approximately 3,400 yellow meddlion taxis induding approximately 340 hybrid
taxicabstestified in April 2009as to the alternatives to hybridstha exist or are aboutto exist for
taxicab fleet owners. Mr. Sherman testified as follows for thevehicle that hebdieves will replace the
Crown Victoria as the primary taxicab in the United States. He declared, Ongead of a hybrid
mandae, theMTBOT proposed an alterndive tha would result in fud savingsand reduced
emissionsbut would not sacrifice comfort, safety, or efficiencyE The Transit Connest has a 22 mpg
city and 25 mpg highway rating; israted ULEVII by the EPA, which meansthat this vehicle emits,
based on average driving cycles, less than 38 tons of cartbonmonaxide per year, and has 70% cleaner
tail pipe emissionsthan the Crown Victoria; is bult with heavy-duty parts and designed to run 24/7
asacommercid vehicle; andis designed to comply with al TLC requirements such as a partition. |
saw the Trangt Connect last week whileit wasin NY C for theauto show. It was panted yellow,

® Ulrich, Lawrence. (Diesel Automobiles Clean Up for an EncoreOThe New York Times, May 18,
2008.
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had a partition, and dready met most of the other TL C requirements. Senior management
representatives of Ford have told merepeatedly that it will be ready for purchase by the NY C taxi
market thisfal. | am very excited about this vehicle and think it coud be the Oraxi of Tomorrow.O
Defendants, however, rgjected this proposa because the Transit Conneet is not an dternative fuel
vehicle O

Michadl Wanderman, Chief Operating Officer of Gotham Yelow LLC, testified in the New Y ork
City Casein April 2009 Below are excerpts from his testimony.

Of the203vehicles that Gotham leases on adaily or weekly basis, as of April 17,2009,
163 will be Ford Escape Hybrids (GEscape HybridsQ and 40 will be Crown Victorias.
Gotham aso has 12 stand-by vehicles (4 Escape Hybrids and 8 Crown Victorias).
Gotham therefore operates 167 Escape Hybridsand 48 Crown Victorias (a total of 215
vehicles) that are available to beleased onadaily or weekly basis.

Gotham purchased its first Escape Hybrids (34 modd-year 20073 between mid-
Octobe and November 2006since it purchased medalionsin a TLC auction that coud
ony be opeated with dternative-fue vehicles. At tha time, Gotham operated
approximately 71 Crown Victorias.

Since purchasing the first Escape Hybrids in 2006, Gotham has replaced al vehicles
that it hasretired with Escape HybridsBexcept that it purchased 14 Crown Victoriasin
2007when Escape Hybridswere not readily available onthe market.

Below by date are the number of Crown Victorias and Escape Hybrids Gotham leased
onadaily or weekly basis (not includng stand-by vehicles):

a. Octobe 1, 2006 105total 71 Crown Victorias & 34 hybrids

b. December 31,2008 105total 71 Crown Victorias & 34 hybrids

c. December 31,2007 176total 78 Crown Victorias & 98 hybrids

d. December 31,2008 201 total 51 Crown Victorias & 150hybrids

e. April 17, 2009 203tota 40 Crown Victorias & 163hybrids

Dueto thevolume of hybridsit is operating, Gotham has more experience with hybrids
used as taxis than dl or dmog al other owners or agentsin the NY C taxicab indugry.

As discussed in more detail below, Escape Hybrids are significantly more expensive to
maintain than Crown Victorias. | have reviewed Gotham@ books in detail in an attempt
to estimate, as closely as possible, how much more Escape Hybrids cost to operate
than Crown Victorias and have determined that over thethree-year life of ataxi, it costs
approximately $10832 more to operate an Escape Hybrid, which is approximatey
$3611more per year per vehicle. | have set out my calculations bdow.

Purchase cost ($3000): Due to its fleet discount, Gotham has been able to purchase
2009 Escape Hybrids for approximately $28000. Gotham has not purchased a Crown
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Victoria latdy, so | do not know the exact fleet discount | could negotiate. My
undestanding is that Crown Victorias cos approximately $25000. The purchase price
for Escape Hybridsis therefore approximately $3000 more, which if spread across the
three-year lifeis $1000more per year per vehice.

Hack up (3875): Unlike the Crown Victorias, the Escape Hybrids are not prewired for
taxi service, nor do they come with therequired TLC specificationssuch as vinyl seats.
Gothan theefore must spend an addtiond $750 to $1000 (on average $875) per
vehicle to thackOup Escape Hybrids as required by the TLC.

Dealer costs (3800 more over three years). Escape Hybrid parts cost significantly more
than parts for Crown Victorias. In addtion, there are many occasions when there are
increased repar cods because the vehicles canna be fixed in-house. Between Octobe
2006,when Gotham first began operating Escape Hybrids, and the present, Gotham has
incurred approximately $75000 in cods to deders to repar Escape Hybrids During
tha same time, Gotham has only incurred approximately $9500in dealer costs to repar
Crown Victorias.

Gotham@ dedler costs are lower now than they were when it first started operating
Crown Victorias because Gotham@ mechanics have gained more experience fixing the
Escape Hybrids in-house. For example, problems with the steering shaftgknudkles on
the 2008 and 2009 Escape Hybrids have caused tight steering in the 2008 and 2009
vehicles. Gotham has replaced over 112 columns and 54 knudkles of these to date,
which cost approximatdy $67200. Origindly Gotham had to have the deder fix these,
but Gotham now is able to do the fix inhou®. Smilarly, problems with the throttle
body on the 2008 Escape Hybrids have caused the vehicles to cut off and go into
QimpOmode. Gotham replaced 80 of these to date, which cost $6,500.

Lost shifis (3156 more over three years). Escape Hybrids are out of service more than
Crown Victorias because Escape Hybrid accidents take longer to repar. Repars take
longer due to the extra diagnostic steps required (paticularly due to the complex
computer system in the Escape Hybrids), and more Escape Hybrids must be sent to the
deder because Gotham mechanics are less frequently able to fix them. Deder
invavement causes dday.

Based on areview of Gotham@ books, | estimate that Gotham loses approximately 75
more shifts per year because it is running Escape Hybrids due to the lack of vehicles
(Qho supplyOlost shifts). On average, the lease revenue from a shift is $113. Gotham
therefore loses approximately $8475 pe year in lease income because it is runring
Escape Hybrids. Thisamounts to aloss of approximatey $52 pe hybrid per year.

Additional Stand-By Vehicles (3331 more over three years). To minimize the number of
shifts we lose, Gotham has purchased two more stand-by vehicles than it would have
purchased if it ran only Crown Victorias. Each stand-by vehicle costs approximatdy
$28000 to purchase and $1500to hack up, plus approximately $3100 annwdly in
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additional cogs (such as parts, maintenance, insurance, and city fees). An extra stand-
by vehicle thus costs approximately $45000over five years, whichis thelength of time
Gotham runsthem. The two extra stand-by vehicles therefore cost $90000 over five
years, or $18000a year. The added cost per meddlionis $110 per year (or $331over
three years) because the total cos must be spread across the 163 medalions

Regular in-house parts costs (81500 more over three years): Escape Hybrid parts cost
more, and hybrids need more repairs than Crown Victorias. Because the Escape Hybrid
is built as a conumer car not intended for commercia use, there were multiple changes
in design between the 2007, 2008, and 2009 vehicles. In this indugry, we nexd
congstency in our cars year after year so we do not have to carry multiple inventories
of common parts and congantly retrain our staff. Based on a review of Gotham®
books, | estimate that over three years, it spends approximately 31500 more in parts on
each hybrid. This number would be $1000higher per car except tha Gotham has saved
approximately $1000per Escape Hybrid on transmission costs.

Accident part repair costs ($1950 more over three years): The above estimate does not
include the in-house cost of repars when a hybrid has an accident. Escape Hybrid
vehicles experience greater mechanica and body damage when in accidents dueto thar
softer body and smaller frame. On average, every taxi gets into three accidents invdving
significant damage to the vehicle, over its life. When a Crown Victoria is in a serious
accident, Gotham usudly only needsto replace the bumper, at a cost of approximately
$100in parts. When an Escape Hybrid is in an accident, Gotham usudly must replace
the bumper and the radiator, which costs between $700 and $800 in pats. Each
accident therefore costs approximately $600 or $700 more, or on average $650 more.
Assuming three accidents over the life of the vehicle, accidents cost $1950 more per
Escape Hybrid

Totaled hybrids (81500 more over three years): Gotham isamost never forced to retire
a Crown Victoria early dueto an accident because our mechanics are able to fix them.
Gotham has had to retire four Escape Hybrids early (in ther first year of use) because
they were totally destroyed in accidents. This is aloss of the approximately $29500
($28000 purchase + $1500 hack up) per vehicle, which is a total loss of $118000
($29500x 4 vehicles). Because Gotham has had an average of 94 Escape Hybrids on
the road since Octobe 2006, | estimate that Gotham los approximatdy $1255 per
hybrid over the last 30 months. This is approximately $500 a year, or $15000ver 3
years.

In-house service costs (3720 more over three years). Escape Hybrids dso take
approximately five times longer for Gothan@ staff to repar due to the extengve time
invaved with having to properly diagnose (with IDS tools) an Escape Hybrid. On
average, Gotham@® mechanica staff is paid $15 per hour. Each time an Escape Hybrid
needs maintenance or to prepare for a TLC inspection, | estimate that Gotham must
pay $60 ($75 as opposed to $15) more in sdary aore. Because the vehicles are
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ingpected three times a year and are in approximately oneaccident with significant body
damage each year, | estimate that the increased cod in sdary is $240 pe year pe
vehicle, which is $720more over thelife of the vehicle.

| have not included in the abowve analysis the onetime cogs assodated with switching
ove to Escape Hybrids. While significant, these cods are relatively small assuming a
fleet chooss one vehicde and sticks with it for many years. For example, Gotham
invested approximately $15000 to purchase the diagnogic tools and computers
necessary to properly diagnose, program, and repar the computer-related issues tied to
Escape Hybrids.

In sum, it costs approximately $10832 more over the three-year life of a vehide to
operate an Escape Hybrid instead of a Crown Victoria, which is approximately $3611
more per Escape Hybrid per year.

a. $3000increased purchase cost

b. $875increased hack up cost

c. $800increased deder costs over three years

d. $156increased log shift costs over three years

e $331lincreased extra stand-by vehicles costs ove three years

f. $1500increased regular in-house parts costs over three years

9. $1950increased accident part repar coss over three years

h. $1500increased costs dues to totaled hybrid over three years

i. $720increased in-hous service cods over threeyears

Michad Levine, President of Ronat Leasing Corp. aso testified in April 2009in the New Y ork City
case. His testimony strongly reinforced the testimony noted above. An excerpt of Mr. Levine®
testimony follows:

Of the 187 vehicles that Ronat regularly leases on adaily or weekly basis, 35 are Ford
Escape Hybrids 9 are Altima Hybrids, and 143 are Crown Victorias. Ronat aso has
six Crown Victorias that are stand-by vehicles, bringing the total number of Crown
Victorias it has available to lease on a daily or weekly basis to 149. Ronat therefore
operates 44 hybridsand 149 Crown Victorias (a total of 193 vehicles) that are available
forleaseonadaily or weekly basis.

Of these 44 hybrids 15 are modd-year 2008 Escapes, 20 are modd-year 2009
Escapes, and 9 are modd-year 2009Altimas.

| dso operate a fleet of approximately 760 taxis in Chicago. Of those, approximately
20are hybrids

Unlike mogs operators in NYC, Ronart operates its vehicles as taxis for only 14
months in NYC. After 14 months, it sells the vehides to Chicago fleets for
approximately $15000a vehicle (irrespective of the vehicle ty pe).
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Ronat purchased its first hybrids (two modd-year 2008 Escapes) in December 2007
in order to test how they would perform as taxis. Ronat purchased additiond hybrids
at first to continue testing them, but then because there were no Crown Victorias
available.

I make dl vehicle purchasing decisions for Ronat. As detailed below, based on
Ronat® experience operating both hybrids and Crown Victorias, Ronat strongly
prefers to purchase and operate Crown Victorias. They are less expensve to purchase
and maintain, they have a proven safety record, and they are more comfortable for
both drivers and passengers than either the Ford Escape Hybrid or the Nissan Altima
Hybrid. Additiondly, the taller lighter Escapes have a tendency to flip over in minor
accidents, which has never been a problem with the Crown Victorias. And drivers
complain tha the Nissan Altima does not have enough trunk space to do airport fares.
Thehybrids| have purchased and tested are not fit to betaxis. They are not built to be
driven twenty-four hours a day, seven days aweek ((4-7Q, they do not have heavy-
duty parts, and, most importantly, they are not as safe as the Crown Victorias that
Ronat has been usng for years.

| have reviewed Ronat® books in detail in an attempt to estimate, as closdly as
possible, the difference between the cost of operating ahybrid for fourteen months and
the cost of operating a Crown Victoria for the same peiod. | have determined that it
coss Ronat approximately $5,730more per year to operate one Escape than a Crown
Victoria

My calculationsregarding the extra costs assodated with hybrids are set forth in detail
bdow.

Purchase cost (33448 per year if used for 14 months). Ronart purchases 2009 Escapes
for approximately $2902250 and Crown Victorias for approximately $25000.

Hack up (3219 per year if used for 14 months): Ronat expends approximatey
$84350 to equip a Crown Victoria for service as a taxicab (Chack upQ and
approximately $1,09850 to hack up an Escape a difference of $255 If this onetime
cod is spread across 14-months, theincreased cost is approximately $219per year per
hybrid.

Parts (31,500 per year): Ronat spends, on average, approximatey $250 per month
($3,000 per year) on parts to service of Crown Victoria. Parts for Escapes cost Ronat
approximately $375 per month ($4500 per year). | therefore estimate that Ronat
spends approximately $1,500 more per year per vehicle on parts for Escapes.

Additional Stand-By Vehicles ($563 per year): While Ronart(3 mechanics now can fix
most problems with both Escapes and Crown Victorias in-houg, it still takes
significantly longer to fix an Escape, primarily because the pats are often on back
order.
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To minimize the number of shifts it loses, Ronat has purchased two more standby
vehicles than it would have purchased if it ran only Crown Victorias. Four stand-by
vehicles are sufficient to cover the 143 Crown Victorias, but an addtiond two stand-
by vehicles are needed to cover only 44 hybrids Each stand-by Escape costs $30121
to purchase and hack up. Because Ronat keeps stand-by vehicles for three years,
those costs are approximately $10040 per year. For each stand-by Escape Ronat
dso has to pay annudly approximatey $17500 per year ($4500 per year in
maintenance, $1,750 in city fees, $9500 in insurance, and $1,750 in worker(3
compensation). The total cos per year of one Escape stand-by vehicle is therefore
$27540.The cos of thetwo Escape stand-by vehiclesis $55080. Spread over the 44
hybrids that is approximately $1,252 per hybrid per year. The cost of a Crown
Victoria stand-by vehicleE is approximately $689 per vehicle per year.

In sum, it costs Ronat approximatey $5,730 more [per vehicle] per year for it to
operate an Escapeinstead of a Crown Victoria, if it keeps the vehicle for 14 months.

a $3448 purchase costsif spread over 14 months

b. $219hack up costsif spread over 14 months

c. $1,500 pats

d. $563extra stand-by vehicles cost

Jason Rosenzweig, Vice-President of Linden Maintenance Corp. adso testified in the New Y ork City
case. Histestimony strongly reinforced the other testimony noted above. A brief excerpt of Mr.
Rosenzweig@® testimony follows:

Linden has been operating doulde-shifted taxicabs since 1944 and currently operates
150 meddlions Linden currently leases 115 meddlionson a daly basis and 32 on a
weekly basis (for a total of 147 on a daly or weekly basis), and the other three
medalionsare leased to drivers who own thar own vehicle. Linden has an addtiondl
eight stand-by vehicles, which are used if aleased vehicleis out of service for required
repars or ingpections. Therefore, the total number of vehicdes available to be leased is
155.

Linden operates dl of its vehicles for three years, except that stand-by vehicles are
operated for four.

Linden operates dl Crown Victorias, except tha it has one Ford Escape Hybrid and
seven Chevy Malibu Hybrids The Ford Escape Hybrid has been in service since July
2007.The seven Chevy Malibu Hybrids have been in service since July 2008.Linden
was the first fleet to operate Malibus as taxis. Linden purchased these Malibus in
order to test whether they were adequate vehicles for NYC taxi service as Linden has
in the past with other new vehicles.

In order to determine if a new vehicle is durable enough for taxi service, it must be put
into service as ataxi for afull three year cycle.
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Based on my expeience to dae operating hybrid vehicles, | strongly bdieve that
hybrids should not be mandated (or effectively mandaed) because there are still many
unanswered questions abou the durability, rdiability, comfort, and mos importantly,
safety of thehybrid vehicles.

I make purchasing decisionsfor Linden. As detailed below, Linden strongly prefers
purchasing and operating Crown Victorias rather than hybrids or clean diesds. Not
only are Crown Victorias safer, more reliable, and more durable, but they are also less
expendve to purchase, opeate, and repar. And because the hybrids are more
frequently out of service, they cause financid harm to the driver who is left without a
car and to the owner who loses lease payments.

In sum, | estimate that it will cost Linden approximately $6,687 more over three years
(32,229 per year) for it to operate a Maibuingead of a Crown Victoria.

a. $587increased purchase cost and hack up

b. $1,600increased cogs for stand-by vehicles

c. $4,500increased parts and service costs

Thereis aso thequestion of whether it islegd for alocal or regiond governmental entity to require
taxicabsto meet emission or fud econony standads In alawsuit filed in federal court by the
Metropolitan Taxicab Board of Trade(MTBOT) agang theNew Y ork City Taxi and Limousne
Commission, it was alleged tha only the Federal government, or in some rare cases state legid atures,
have the power to regulate emissionsand fud econorny standadsfor any vehicles induding
taxicabs Thefederal judgeagreed in theorigind, straightforward mandae case in New Y ork City as
well asin the subsequent scheme New Y ork City implemented to try to impose the mandae through
finanda disincentivesimposed on taxicab vehicles tha were notaternative fud vehicles. A
subsequent court case in Bogon also struck down its green mandéae for taxicabs It appearstha no
taxicab regulatory authaority or city coundl can implement such requirements. More information on
this matter is contained in Appendix A.

What Does the Future Hold?

In Augug 2008,IBM Globd Busness ServicesQl ngtitute for Busness Vaueissued a paper,
Automotive 2020 — Clarity Beyond the Chaos. Thereport, based on interviews with 125auto indugry
executivesin 15 counties, says theautomobile indudry isonthecug of revolutionay changes tha
will see environmental sugainability and technological innovaion become top priorities as
automakers respondto consumer demandsfor more efficient cars that don®sacrifice performance,
comfort or reliability.

Thereport states tha all new cars will have some degree of hybridization by 2020,by which paint
batery technology will be ubiquitousand vehicleswill communicate with oneanother andtheroad
to make driving safer and easier. There is mouning agreement among automakers, policymakers and
environmentalists tha the el ectrification of the automobile is inevitable and mog of the major
automakers are devel oping hybrid and plug-in hybrid vehicles. Althoughsuch vehicles currently
make up less than 3 percent of the market, thereport findsGome degree of hyhridization will be
evidentin al vehicles produced in 2020and beyond.OBattery technology will be ubiquitouswithin
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12 years, thereport states, and automakers and their suppliers will focusmuch of their R&D onthe
software and electronics needed to integrate them into vehicles. (Energy storageisin the heart of the
next generation of efforts for fud economy,Othereport quoes one American executive saying.

Several automakers plan to offer electric vehiclesin America beginningin 201Q Still, batery cods
N which thereport estimates at 10to 15 percent of the cog of the carstha usethem N will remain
asignificant barier to rapid market penetration. Investment in biofudswill continug althoughthe
technology Gnust undego rapid evolution for global application and proliferation,Othereport states,
noting tha ethanol from corn and other food cropsis a dead end but cellulosc ethanol thas the
potential to see widespread acceptance.OTraditional fossil fudswill comprise just 65 percent of the
market by 202Q by which point average vehicle CO2 emissionswill fall to 97 grams per kilometer.
Asfor hydrogen, keep waiting. Althoughthereport findshydrogen fud cell vehicles will remain a
viable aternaive,Oeven the optimists don®see them comprising more than asmall fraction of
vehicles by 2020.Few expect theinfrastructure needed to generate, trangport and distribute hydrogen
to bein place anytime soon3

Conclusion

At theMay 2008TLPA Spring Conference & Expo hdd in Kansas City, one TLPA member
remarked tha hybrid vehicles will make significant in-roadsin ourindugry once police fleets are
required to opeate alterndive fud vehicles. Thereisalot of truth to this statement, because much of
thetaxicab indugry currently runsused police vehiclesin their fleets.

This pgoe illudrates some of theissuesto be conddered by opeators who want to add hybridsinto
thar fleets andfor cities who want to mandae better fud mileageto achieve lower emissions One
key issueistheavailability of hybrid vehicles. Fleets are competing with ordinary citizenswho want
ahybrid to lower ther fud cods. Unfortunaely, akey component of hybrids the batery to power
the electric motor, isnotreadily available in large quantities. Both Toyotaand Hondahave
announe&d plansto build new plantsto significantly increase the number of batteries for hybrids
Toyota has stated tha it should be able to inarease the produdion of the Priusfrom the current
200000 pe year to onemillion vehicles per year sometime after 2010.Hondahas announed that it
will beable to increase its annud produdion of hybridsto 500000 sometime after 201Q Bosch and
Samsung SDI have established ajoint venture, SB LiMotive, which has begunopeationsto develop,
build, and market lithium-ion batteries for usein hybrid and electrical vehicles. Thetwo firms expect
the market volume for lithium-ion bateries to grow to 3 million vehicles by 2015.Recently, BMW
chose SB LiMotive to supply lithium-ion bateriesfor its new electric Megecity Vehicle.

The phrases tha are bang used Gometime after 2010Gand On the next five yearsOare not hdpful to
those companies located in the cities implementing @reen fleetOmandaes. What does this mean for
San Frandsco, New Y ork, Bogon and Seattle? It is hard to mandéae for something tha does not
currently exist in sufficient quantities and which was not designed for commercial passenge fleet
u. Also, onehasto remember tha we are discussing worldwide produdion. Of the 200000 Priuses
manufactured in 2008 only 50%were sold in theU.S. Now, the news that Ballard Power Systems of
Vanoouve, theworld leader in themanufacturing of hydrogen fud cells, sold the company®@

" squariglia, Chudk, GEvery New Car Will Be a Hybrid by 20200Vired Blog Network, Augus 14,
2008.http://blogwired.com/cars/200808/every-new-car-w.htm
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automotive fud cell assets because of Qherealities of thehigh cos and longtimelinefor automotive
fud cell commercialization®is another example of how many yearsit could befor the next
generation hybridsto become commercialy viable in the marketplace.

Theexpeience of Yellow Cab Coopeative of San Frandsco and the New Y ork City opaators
illugrate tha hybridsremain untested in commercial use. Thereis a highe capital outiay to purchase
hybridsand the on-going maintenance cods seem to be significantly highe than the current indugry
workhorse, the Crown Vic, andthereis avery seriousquestion of diminished reliability with hybrids
Wha will bethe experiences once 3 to 5 years of demanding taxicab service miles are putonthe
cars? Wha will betheresale valuefor major city fleets tha face ageand modd year restrictions?

AsHal Méllegard stated, Q think themoral istha there realy is no such thing asafreelunc and
tha themoney thedriver savestoday on fud is spent tomorrow on parts and maintenance.O

Asoneprobably expected, there are no smple answvers to which vehicle is best at providing for fud
econony, reliability, low emissions passengea comfort, safety, low maintenance cod, andlonglife.
No oneadternaive fud or alternative fud vehicle has proven to meet all of these needs butthe
indugry is experimenting and as always TLPA members are leading theway.

As more information becomes available, we will continueto keep our members informed.
HHtH

8 Vandeklipe Nathan. (Hydrogen Highway Hits Dead EndQOFinancialPost.com, November 5, 2007
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APPENDIX A
The New York City Alternative Taxicab Experience

New York Mayor Michael Bloomberg, in December 2007, ordered the city@ entire taxi fleet be
conveted to alternaive fud vehicles by 2012.Bloomberg indructed theNew Y ork City Taxi and
Limousne Commission (TLC), to begin a cycle of replacement tha will see 20 percent of the
taxicabs replaced each year until al of thecity@ 13,150taxis are rated at achieving at least 30 miles
per gdlon onthe city® streets (taxicabs beginning service in Octobe 2008were required to be rated
at achieving at least 25 miles per gdlonandin 200, new taxis would have to berated at achieving
the 30 miles per gdlon requirement). Therules aso specificaly permit the opeation of taxicabsthat
are fuded only by Compressed Natural Gas if such vehicles are origindly manufactured vehicles and
meet other requirements of the taxicab specificationsand they allowed for clean diesel. The practical
result istha hybridsare aboutthe only vehicles able to meet the new city requirement.

CCurrently [April 2008] there are 1,024 hybrid taxis opeating on New Y ork@ streets, about7.8
percent of thefleet. Of those hybrids 83 percent are Ford Escapes; the othersindude Toyota
Highlande's and Priuses, Nissan Altimas and Lexus RX 400hs The Toyota Priusis oneof themos
popubr hybrids butthere arejust 18 in the city@ taxi fleet. Toyotasaid tha the Priustaxis were
holding up well, buttha Toyota did not hdp to conveat Priuses into taxis because they were not
intended to bedriven so heavily. @ur engineers are nervousaboutit because they were notdesigned
for commercia use,0said Wade Hoyt, a Toyota spokesman, who added that the company sold
270000 hybrids|ast year. rivers are so enthusastic aboutthem and they are al very popular, so
we don®have to do anything to promote them.GSome drivers of hybrid taxis interviewed recently
said they were mogly pleased with ther cars, paticularly with how much money they saved onfud.
However, they added tha hybridscog more to repair and tha some of them had |ess space for
drivers and passengers, at least compared with theroomier Ford Crown Victoria, the city@
ubiquitouscab for many years.

On September 8, 2008 the Metropolitan Taxicab Board of Trade (MTBOT), an assodation tha
represents abouta quarter of the city@ yellow cabs filed acomplaintin Manhatan® federal court,
claiming tha thecity® plan to inditute an entire fleet of QyreenOcabs by 2012is unconditutiond
and unsafe. Thelawsuit argued tha the city@ decision to mandae tha all new taxis, as of Octobe 1,
2008,have a city rating of 25 miles per gdlon (mpg) or more is arbitrary, because the city failed to
follow its own long-standing procedures requiring safety testing and a pilot program prior to the
mandae of new vehicles. Thelawsuit also argued that thefederal Energy Policy and Conservation
Act aswell asthefederal Clean Air Act preempt the City® mandae. The suit asked for the October
14 mandaeto beannuled. MTBOT claimed tha these vehicles have not been thoroughly tested and
will nothold up unde the condant wear and tear to which taxis are subject. OVhile a decision to
announe theimmediate changeto @leanCiaxis might be politically enticing and expedient, it is also
irresponsble, dangerousand illegd,Othe suit said. To suppot their claim that thetaxis are unsafe,
the MTBOT submitted a declaration from a noted automotive engineer. The declaration had two
appendixes.

Thefirst DAppendix A isa Comparative Analysis of Occupant Protection and Overall Passenger

° Belson, Ken. rhe Greening of the Y ellow FleetOThe New York Times, April 27,2008.



TLPA Analysis of Alternative Fuels & Vehicles for Taxicab Fleets
July 31,2009
Page 26

and Driver Safety Between Purpose-built Commercial Yellow Taxicabs and Standard Passenger
Hybrid Yellow Taxicabs in New York City. Thereport condudes that hybrid vehicles were unsafe as
taxis and could not handle the 24-hour opeation required on New Y ork City streets. Thereport also
condudeal tha some air bagsin hybrids might notdeploy propealy once the cars are ouffitted with
partitionsbetween seats meant to prevent drivers from being assaulted, robbed or killed.

ThesecondDAppendix B is A Sampling of Hybrid Manufacturers’ Warnings taken fromthe ownersO
manuds of anunmber of the hybridsapproved by the Taxi and Limousne Commission. On Augug
29,2008 Richard D. Emery, an attorney for the Metropolitan Taxicab Board of Trade wrote to
Nissan, Toyota, Ford, Hondg General Motors and V olkswagen requesting that they certify that thar
hybridsor aternaive fud vehicles are manufacturer-approved to be used as taxicabs and safe when
modified with partitionsand other TL C requirements. In a September 19, 2008respons to Mr.
Emery, a spokesman for Hondasaid GHondavehicles are not sold or recommended for use as
taxicabs OHowever, in aJuly 16, 2008indudry natice informing taxi owners which vehicles they
can purchase for taxi use, the TLC lists the HondaCivic Hybrid as oneof nineapproved vehicles for
taxi use. Another automaker, Toyota, the largest manufacturer of hybridsin theworld, has not
respondel to Mr. Emery. However, a Toyota spokesman told the New York Times on April 27, 2008
that ur engineers are nervousaboutit because they were not designed for commercia use.O
According to thearticle, Oroyota did nothdp convert cars into taxis because they were notintended
to bedriven so heavily.OStill, in the July 16, 2008 TL C indusry notice, the TLC lists 3 Toyotas, the
Prius Highlande and Camry onits approved vehicle list D1/3 of all approved vehicles. Several
Toyotas remain in service as New York City taxicabs Nissan, which claimsto be committing up to
200AltimaHybrid taxicabs per month, referred Mr. Emery to a July 23,2008TLC letter that claims
the patitionsdo not hinde side curtain airbag deployment. Nissan offers no crash test results on
Altimas that are modified with patitionsand condudesits respons by stating: @f you have an
undelying concern with the mandaeto use fud efficient vehicles, this situaionisaresult of New
York policies, not Nissan® actionsOAt a September 10, 2008New Y ork City Coundl hearing, Ford
Motor Company acknowedged that Ghere is an increased risk for beted occupants to contact the
patitionin acollisonGfor Gany vehicle with asmaller occupant space than the stretch Crown
VictoriaOnoting tha it is Mot uniqueto the Escape HybridQwvhich indeed has much smaller occupant
gpace than a stretch Crown Victoria. Ford refused to certify the crashworthiness of Escape Hybrid
taxicabs ouffitted with patitions insead shifting responsbility to the TLC, which it says Gas an
important job in making judgments tha badance compeing benefits andrisks involving driver and
cusomer safety in a uniqueopeating environment.0General Motors also refused to certify the
crashworthiness of its Chevy Malibu Hybrid taxicab when modified with a partition or other TLC
requirements. In aletter to Mr. Emery dated September 25, 2008,GM wrote Qour client@ conaerns
aboutthetaxicab partitionsrequired by the TLC should be addressed to the TLC.OTo date,
Volkswagen has not respondel to Mr. Emery&inquiry.3°

On Octobe 31, 2008,the U.S. District Court issued a preliminary injundion, baring the city from
enforcing the rules. The prindpd reason was tha the plaintiffs were likely to prevail on ther
argument tha when Congress enacted corporate average fud economy (GCAFEQ standads in the
Enegy Policy and Conservation Act of 1975 (EPCAQ, it had pre-empted state or municipd

%\Woloz, Michael. QAutomakers Warn Againg Using Hybrids as TaxicabsOConndly &
McLaughlin Communications New York, NY - Press Release, Octobe 2008.
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regulations Qelated to fud econory standads or average fud econony standads for automobiles
covered by an averagefud econony standadOunde the EPCA. 49 U.S.C. ©329194).

Subsequent to the judges ruling, New York City implemented a finanda disincentive scheme in an
attempt to get aroundthe federal court ruling by finandally encouraging all taxicab vehicles to be
aternative fud vehicles. This alternaive meansof implementing an alternave fud mandae was aso
struck down by the federal court. The advance copy of the article tha has been prepared to be
published in TLPAG Augug 2009Dispatch newsletter is printed bel ow.

FLEETS BEAT HYBRID VEHICLE REQUIREMENTS

Charles M. Watkins, Esq.
Webster, Chamberlain & Bean, Washington, D.C.

Taxi fleet ownersin New Y ork and Bogon have recently prevailed agang attempts by
these two cities to require them to switch to hybrid vehicles.

In Metropolitan Taxicab Board of Trade v. City of New York, 2008 WL 4866021
(S.D.N.Y.), taxicab meddlion holders, drivers, and passengea's chdlenged a regulation

issued by the New York City Taxi & Limousne Commission (O'LCQ, requiring all

new taxicabs placed in service after September 30, 2008 to have a federa fud

economy QityOrating of at least 25 miles per gdlon, and al new taxicabs placed in

service after September 30, 2009 to have a federal fud econony QityOrating of at

least 30 miles per gdlon. Althoughthe regulation did not expressly require taxicabsto

have hybrid engines, in fact, only vehicles with hybrid or Glean diesel Oengines could

meet the standads

The U.S. District Court issued a preliminary injundion, baring the city from
enforcing the rules. The prindpd reason was tha the plaintiffs were likely to prevail
on thdar argument that when Congress enacted corporate average fud econony
(CCAFEQ standadsin the Energy Policy and Conservation Act of 1975(CEPCAQ, it
had pre-empted state or municipd regulations Qelated to fuel economy standards or
average fud econony standadsfor automobiles covered by an average fud econorny
sandadOunde the EPCA. 49 U.S.C. 1329194).

In respong, in March 2009, the TLC withdrew the mileage-based regulation, and
issued a new regulation. Unde the new rule, the maximum lease fee charge for non
hybrid taxicabs is reduced by $4 per shift in each of 2009, 2010, and 2011 ($12,
cumulatively). In addition, the maximum fee for a hybrid vehicle is increased by $3
per shift.

The taxicab meddlion holders and others chdlenged the new regulation, and on June
22, 2009, the cout agan issued a preliminary injundion prohibiting the TLC from
enforcing the new rules. Metropolitan Taxicab Board of Trade v. City of New York,
2009 WL 1748871(S.D.N.Y.). Because the effect of the new regulation was, as
intended by the City, no differentN fleet ownes would have to switch to hybrid
vehicles to stay in businessN the court found that the new regulation was also pre-
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empted by federa law, as described above The court aso foundtha the rules were
pre-empted by thefederal Clean Air Act.

Findly, on July 23, 2009, a federa court in Boston issued an ora injundion againg
enforcement of the city® requirement, issued in Augus 2008, tha fleets convet to
new hybrid or other fud-efficient vehicles by 2015. The taxicab companies are
appaently willing to buy used hybrid or other fud-efficient vehicles, but not new
ones. Until thejudge issues a written opinion, it is difficult to know the exact rationde
for his decision. However, it is probably safe to assume tha his reasoning will be
smilar to tha of the New York court. TLPA will continue to report additiond
developmentsin this case.

Editorial Note: TLPA members should consult with their own legal counsel regarding
effect of these decisions on similar regulations issued by other cities.

#HH#
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APPENDIX B

Federal Tax Credits Available for Purchasing Alternative Fuel Vehicles

TheU.S. Depatment of Energy® Energy Effici ency and Renewable Energy Alternaive Fuds and
Advanced Vehicles Data Center provides alist of Cbtate and Federal Incentives and LawsO
induding:

Alternaive Fud Excise Tax Credit N An excise tax credit is available for alternaive fud tha is
sold for use or used as afud to opeate a motor vehicle. Thecredit is $0.50 pe gasolinegdlon
equivalent (GGE) of compressed naural gas and $0.50 per liquid gdlon of liqudied petroleum
gas and liqudied naural gas. Theentity eligible for the credit istheoneliable for reporting and
paying thefederal excise tax onthefud. Eligible entities mug beregistered with the Internd
Revenue Service (IRS). Tax-exempt entities tha fud vehicles from an on-site fuding station can
claim theexcise tax credit and receive a direct payment fromthelRS. For more information see
Publication 510and IRS Notice 200692.

Alternative Fud Infrastructure Tax Credit N A tax credit is available for up to 30%of the cost
of ingalling dternative fuding equipment, not to exceed $30000. Qudifying alternaive fuds
are natura ges, liqudied petroleum gas, hydrogen, E85, or diesel fud blendscontaining a
minimum of 20%biodiesel. Fuding station owners who ingall qudified equipment at multiple
sites are allowed to use the credit towards each location. Consumers who purchase residential
fuding equipment may receive atax credit of $1,000. The credit is effective for equipment put
into service after December 31,2005,and before December 31, 2009;the credit for hydrogen
fuding propaty expires December 31, 2014 Form 8911 provides additiond information and
mug beused in orde to claim thetax credit.

Fud Cell Motor Vehicle Tax Credit N A tax credit of upto $8,000is available for the purchase
of qudified light-duty fud cell vehicles. After December 31,2009,the credit is reduced to
$4,000.Tax credits are a so available for medium and heavy-duty fud cell vehicles; credit
amount are based on vehicle weight. Vehicle manufacturers mus follow the procedures as
published in Notice 200833 in order to certify to the Internd RevenueServicetha avehicle
meets certain requirements to claim thefud cell vehicle credit. Notice 200833 also provides
guidance to taxpayers aboutclaiming the credit. Form 8910provides additiond information and
mug be used to claim thetax credit. This tax credit expires on December 31, 2014

Biodiesel Income Tax Credit N An entity tha ddivers pure, undended biodiesel (B100)into
thetank of avehicle or usess B100as an on-road fuel in ther tradeor busness, may beeligible
for anonrfundale income tax credit in theamount of $1.00 per gdlon of agri-biodiesel (e.g.
biodiesel made from soybean oil), or $0.50 per gdlon of pure biodiesel made from other sources
(e.g. waste grease). Thevolumetric excise tax does not apply to thesale or use of B100.Eligible
entities mug have a certificate from the biodiesel (B100) producer or importer identifying the
produd as biodiesdl or agri-biodiesel, confirming that it is propealy registered as afud with the
U.S. Environmental Protection Agency and tha it meets the requirements of American Sodiety
for Testing and Materials (ASTM) specification D6751.

Energy Policy Act of 2005- TheEnergy Policy Act of 2005created a series of tax credits for
four categories of fud-efficient vehicles: advanced lean bum, fud cell, aternaive fud and
hybrid -- themod popukr type and the onetha offers the mog credit oppotunities. Hybridsare
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themog popukbr type of energy-efficient vehicle, but severa other automotive optionscan save
gas andtax dollars. Optionsfor aterndive fud vehiclesindude

©)

@)

Advanced lean bum technology vehicles tha have an internd combugion
enginethat incorporates direct injection andis designed to opeate usng
more air than is necessary for complete combudion of thefud (next
generation diesdl vehicles Bcertain 2009modds);

Fud cell vehiclestha are fuded by oneor more cells tha convet chemical
energy directly into electricity by combining oxygen with hydrogen fud;

Alternative-fud vehicles tha run on compressed or liqudied natural ges,
liquefied petroleum gas, hydrogen or any liquid that is at |east 85 percent
methanol; and

Hybrid vehicles which combine a gasoline combudion engineand a
rechargeable electric energy storage system.

= The2008Emergency Econorric Stabilization Act N (affectionaely known asthe Wall Street
Bailout Bill) indudes upto $7,500in tax breaks for buyers of plug-in electric passenger
vehicles. Thetrangportation and fud provisionsin thebill indude

@)

Expanding the category of cellulosc biomass ethanol to the broader category of cellulosc
biofud for the calculation of bonusdepreciation for ethanol plant property.

Increasing theincome tax credit and excise tax credits for biodiesel and renewable diesal.

Broadening the definition of Qenewable diesel O(currently defined as a diesel fud produced
by athermal depolymerization process), with the exception of renewable diesel co-
producd with peroleum feedsock. The expanded definition of renewable diesel now also
indudes aviation fud produc from biomass that meets DoD specs for military jet fud or
ASTM specsfor aviationturbinefud.

No credits are applied to any alcohol fud or biodiesel produced outsidetheUSforusein
theUS.

Extenson of thealternaive fud credit, and modification to indudecompressed or liqudfied
biogas. Credit isnow aso allowed for aviation use of qudifying aternative fud. To be
eligible for credits unde this section, cod-to-liquidsfuds mug be produced by a
gasfication facility tha captures and stores at least 50% of the CO, emissionsupto
December 30,2009 and 75% for fud produced after December 30, 2009.

Tax credits for the purchase of plug-in hybrid electric vehicles (PHEVS). Thecreditisa
base $2,500plus $417for each kWh of batery pack capecity in excess of 4 kWh, to a
maximum of $7 500for lightduty vehicles; $10000 for vehicles with gross vehicle weights
of more than 10,000 butlessthan 14,000pounds $12500for vehicles with a GVW of
more than 14,000 butless than 26,000 pounds and $15000for any vehicle with a GVW of
more than 26,000 pounds Phase out of thecredit isto begin after thetotal nunmber of
qudified PHEVsin theUS sold after December 31, 2008is at least 250000. Qudifying
vehicles mug have a battery pack with at least 4 kWh of capecityN a provisiontha will
precludetheinduson of thefirst generation of Toyota PHEV s aswell, potentially, as other
lower all-electric rangeplug-ins H##
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APPENDIX C

Experience in Other Countries With Green Taxicabs

TLPA polled itsinternaiond members and received responses from taxicab companiesin Audralia,
Canadaand England. Thefollowing isther perspective onincorparating GGreen VehiclesOinto
taxicab fleets.

Australia

Blair Davies, CEO of the Audralian Taxi Indugry Assodation broughtusup to dae ontheuse of
adternative fud vehiclesin Audralia. Hewrote, Orhetaxicab indugry in Augralia made amajor step
in @oing green@many years ago when most city based taxi fleets moved to opeating on dedicated
liquid petroleum gas (LPG) or dud LPG/gasoline-fuded vehicles. The Australian Taxi Indugry
Assodation estimates tha over 15,000, 0r 85%, of the county@ 18,100taxicabs currently opeaate on
LPG. More recently, thetaxicab indugry has been trialing theuse of gasoline/eectric hyhrid
vehicles. Early results of these trials appear postive in terms of daly opeating cogs. However, it
remainsto be demondrated whether such savingscan adequaely compensate taxi opeators for the
highe capital (acquisition) and repar cost assodated with these vehicles.O

Mr. Daviesreports tha LPG or liqudied petroleum gas is the generic name used for mixtures of
hydrocarbonstha when lighty compressed changefrom a gaseousstate to a liquid. Automotive-use
LPG isoften called Autogas (or LPG Autogeas) and is specifically designed for use in vehicles. In
Audralia, LPG Autogas can contain both propane (C3H8) and butane (C4H10) with the specification
(or blend) govened by therequirements of the Nationd Fud Qudity StandadsAct 2000and the
Autogas Determinaion 2003.The Audralian taxi indugry first conveted to usng LPG largdy
because it was exempt from excise tax. This resulted in LPG retail (pump) pricestypically being
about50% of the equivalent gasoline price. Even after taking accountof the lower energy content of
LPG (approximately 77% of gasolineor diesdl), running taxicabson LPG produced significantly
lower opeaating cods.

In additionto lowering the opeating cods, L PG has thefollowing bendfits over gasolineand diesdl:
¥ Emissionsof thetwo mos harmful vehicle pdlutants (PM and NOX) are greatly reduced.

¥ Net hydrocarbonemissionsare ten times lower than comparable gasoline vehicles.

¥ Health cog impacts are much lower than diesel and gasoline

¥ Greenhoug gas emissions are 12%to 14%]lower than gasoline automobiles, and life-cycle
greenhou® emissionsare arguably lower than diesdl, particularly usng thelatest LPG fud
management systems.

Mr. Davies states, QVhile the L PG taxicab fleet comprises only 2.5% of thetotal stock of 600000
LPG vehiclesin Audraliait accounts for approximately 20% of Autogas sales. As a consequence,
the Audralian taxi indugry has had a very significant impact onthe development of LPG salesin
Audraia. Globdly, LPG istypically used for heating and indudria purposs with less than 10%
being consumed by thetrangport sector. However, in Audralia, thewidespread (and early) use of
L PG by taxicabsencouraged and suppoted the widespread rollout of Autogas availability at retail
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fud outlets. In 2008 approximately 50%of retail fud outlets sell LPG alongsdediesel and gasoline
and 60% of Audralia@® domestic consumption of LPG is sold to thetrangport sector as Autogas.O
Mr. Davies also reportsthat in rural and regiond Audralia, where thepricing of LPG isless
competitive to gasoline dueto differentially highe freight coss and inadequae competition among
LPG suppliers, there has been an evident trend to use smaller engine vehicles, and more recently, to
experiment with gasolingelectric hybrid vehicles. As acase in point, hybrid vehicles currently
comprise approximately 20% of thetaxisin smaller regiond cities such as Cairns (30 of 137
taxicabs) and Townsville (25 of 131taxicabs). Early reports from taxicab opeators have been
encouraging. Recently also, two State governments have demondrated interest in promoting theuse
of hybrid vehicles for taxi use.

1) In 2007theWestern Ausralian Government@ Department of Planning and Infrastructure
announe@d a new initiative to introduce up to 10 hybrid vehicles into Perth@taxi fleet. Each of
the paticipants in this @reen Taxi Tria Owill benefit from a$15000govenment funded grant
and a20%redudion in thelease rate. Vehicles approved unde this scheme mug have a 5-star
rating, bea new vehicle capable of seating 4 passenge's, have adequae luggaye space and be
fitted with taxi equipment. At the moment the Toyota Priusistheonly hybrid vehicle availablein
Audraliatha meets theses standads

2) In early 2008the Victorian Government announed tha upto 50 of the 100 ek cabsOraxi
licensestha are granted annudly in Melboume would this year beavailable for hybrid cars.
(Peak cabsare licensed to opeate between 3 p.m. and 7 am. every day Btraveling onaverage
100000km ayear.) The @reenCiaxi license lease fees are offered at a special rate of $1,136per
year indead of the $6,136fee, which is currently paid.

Orhe Audralian taxi indugry has been proactive in redudng its carbonfootprint, origindly as an
early adoptr, and now as a mature entrenched user of LPG in its capital and larger city based fleets,O
reported Mr. Davies. Orhis greening of thetaxi indugry resulted from taxi operators making prudent
commercia decisionsin the context of appropriately condugve market conditions(e.g. excise tax
exempt pricing). Two state governmentsin Audralia have introdued subsdy schemes to promote a
limited number of gasolineg/eectric hybrid taxis into the market place. Such schemes are in thar
infancy in Audralia. Conaurrently, there are reasonable numbers of hybrid taxis commendng
opeationin rural andregiond centers solely onthe initiative of local taxi opeators. However, it is
not expected that thetrangtion to hybrid vehicles will be an innovdionwithoutchdlenges. Many of
these will relate to the supply of hybrid vehicles, ther suitability to operate in acommercial
environment (as distinct fromther designed purpaose for private use), aswell asther reliability and
service issues.O

Canada

We spokewith JohnPalis the General Manager at Black Top Taxi in Vancouve, British Columbia.
Black Top Taxi has been running Toyota Prius Hybrids since thefirst generation of Priuses came on
linein 1999 Currently 65 of the 167 vehicles in Black Top®@fleet are Priuses, 2004D2008modds.
Mr. Palis noted tha he has several 2004Priuses with over 500000Km (300000 miles). He said they
have not had to replace any bateries and he spokeof great savingson maintenance on brakes and
tranamissionsin addition to 50% fud savingsover gasoline-powered vehicles. He said tha they
replace brake padsonthePriusevery 100000kilometers as oppo®d to every two monthsin thar
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gasoline-powered vehicles. We asked if his mechanics required specialized training to work on the
PriusHybridsand hestated tha they buy ther vehicles new so thar Toyota dealer maintainsthem.

We asked if there were any drawbacks in usng a vehicle the size of aPriusas ataxicab. Mr. Palis
stated tha the companiesin Vancouve:, which does not require partitions in taxicabs had begun
moving to smaller vehicles in 2000to take advantage of better fud and operating efficiendes. Black
Top phased the last of its factory-built CNG-powered Ford Crown Vics out of ther fleet in 2006 He
noted tha ther gasoline-powered vehicles are Toyota Corollas and Toyota Sienavanstha are
wheelchar accessible. We asked if there were any problems at all with thePrius He said tha they
had to train their driversto avoid Qackrabbit startsOsince the efficiency of the vehicle comes from
dowly letting the gasoline engine start the vehicle until the electric motor takes over. He said they
have trained thar drivers well and would highly recommend the Prius He said there are
approximately 500 Priuses in taxicab service in Vancouver and the Lower Mainland of British
Columbia. Vancouve hasthe mildest climate of any city in Canadaand is not subject to extreme hot
and cold temperatures.

England

Geoffrey Riesal, Charman of Radio Taxis GroupLimited, made headlines four years ago when the
Radio Taxis Group became thefirst carbonneutral taxi company in theworld. Mr. Riesel provided
thefollowing reasonsfor taking this actioninduding a description aboutbeng Carbon Neutral and
what this means Qe became sodally responsble trangportation providers so as to moveto the
forefront of busnessin Londonandindeed to beleadersin thetrangort indudry aswell. Our
reasonsfor doing this are twofold. First, to be more sodally responsble and to play our own small
pat intryingto contribute towardsaredudion in the causes of globd warming. Secondly, to use our
forward thinking on this subject to generate busness from those clients (especially corporate clients)
who were similarly concerned aboutcorporate soda respongbility. CarbonNeutral, smply put, is
carbon offsetting, which is, funding projects to reduce the amountof carbonin theworld to offset
what you cannothdp but produce as an organization. Our companies and fleets Radio Taxis, Xeta,
Matrix, Executive First and One Trangort, produe 24,000 metric tonsof carbonevery year. It is
important, if acompany isto become carbonneutral tha it should do so throughatotally reputable
and verifiable agent, because carbontrading has had some harmful publicity because of disreputable
agents who used doubk accouning.

The projects used for carbonoffsetting generate emission redudions(traded as @arbon creditsd.
Standads or (rrotocolsCare used to measure thelevel of emissionsredudion and confirm that they
are real, measurable, permanent and verifiable. It is the protocol used that determines the type of
carbon credit of a project e.g. O/ erified Emission RedudionsOFor example in oneof the projects we
hdped to finance a Climate Cluger project which provided seed funding to a pilot solar lighting
scheme for midwivesin rural India. The partner in this project is SEL CO and the Self Employed
Women(@ Assodation. We boughtinto this paying a sum for the guaranteed ddivery of redudionsin
tonsof carbon.CarbonNeutral Protocol defines the types of project tha weinvest in. Carbon
offsetting is actudly a Qrirtud Gbuy and a secure audit trail is paramount The company we use to
offset isthe CarbonNeutral Company. They have a very robug procedure for selecting and
contracting project partners, and they maintain first class daabases to record all transactionsfor
trangparency. Examples of thetypeof carbon saving technology, which can befunded indude
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1. Thetechnology used mug besignificantly different to tha used locally, and the project mus not
be subject to any regulatory requirements

2. Theoffsetsor carboncredits ddivered have to bereadily verifiable by a third party

Thetechnology needsto promote a more sugdainable future and we work with a nunber of
project types to achieve that (renewables: wind, wave, solar, geothemal, benign, hydro, biomass)

Fud switching/ mixing to biomass

Trangortation/ logistics projects

Waste to energy with additiond ben€fits (e.g. biogases combudion, animal waste combugion).
Energy efficiency and demand-side management

.

No o bk

The projects we fundreduce theworl d@ output of carbon by the same 24,000 metric tonstha we
produe every year.O

We asked Mr. Riesdl if the premise of CarbonNeutra isn®jus to save Radio Taxis Groupfrom
doing anything aboutredudng greenhou gasesitself. Mr. Riesel respondel, Orhe answer isno,
because it encourages usto continudly find ways to reduce our carbonfoatprint in order to make
savingson our offset bill. For example, we worked hard to reduce our carbon output by changing our
headquatersOelectricity supply to sugainable power and by ensuring that we recycle as company
policy. In thesummer of 2007,Radio Taxis Grouplaunded its own biofud, which further reduced
our carbonfootprint by some 10%. We worked with Infinitum, a company who designed a biodiesel
especially for uscalled E7. Our taxis can nowfill up with E7 biodiesel to hdp cut carbondioxide
emissionsand genea pollution. Radio Taxis now offersits drivers the option of usng the new 30%
sugdainable fud blend, which reduces the gases the vehicles emit. It isthefirst biofud to be
specifically created for use in taxis and cuts CO2 by 7%. Tailpipetesting by a government-approved
laboratory foundthefud cut harmful emissions It has also led to an improvement in miles per gdlon
of aimog 10% Drivers have praised theway thevehicles run on thisfud. The combined impact of
reduced CO2 emissionsand improved mileage pe gdlon has cut theamountof CO2 producd by

our fleet of 3,000vehicles by approximately 3,000tonsper year.O
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