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SUBJECT

Briefing on the Status of the Implementation of Ordinance 17892 Regulating For Hire Vehicles and Drivers.

SUMMARY

This is the third briefing on the status of new for hire regulations in King County.  King County regulates taxis and for-hire vehicles that transport passengers for compensation. These regulations are intended to ensure that customers can use these options in a safe manner. Since 2012, new transportation options that make use of application-based technology (apps) on smartphones have entered the market. The new organizations that use this technology as part of their business model have come to be known as Transportation Network Companies (TNCs). Prior to 2014, these new entrants had not been regulated.  

The council adopted new regulations in September 2014 with Ordinance 17892 that made changes to existing regulations for transportation companies and added new regulations affecting TNC organizations, drivers, and vehicles. King County has worked to conform its regulatory framework to the City of Seattle and the adopted ordinance conformed the county’s regulatory system to the regulations adopted by the City of Seattle for taxis, for hire operators, and TNCs.  Today’s briefing will discuss the status of litigation related to licensing information and the county’s progress in implementing certain elements of Ordinance 17892. 

BACKGROUND
King County benefits from a healthy spectrum of transportation choices. Currently the region is served by taxis, for-hire vehicles, and limousines. In addition, there are now new entrants in the market that offer opportunities for private citizens to use smartphone application-based technology (apps), and their phones’ GIS capabilities to pick up rides for fares or suggested donations. These new entrants have come to be known as Transportation Network Companies (TNCs), so as to not be confused with traditional ride share programs, such as van pools.  
Taxis, for-hires, and limousines all operate under different regulatory structures.  However, TNCs had not been regulated in the State of Washington prior to last year.   King County, the City of Seattle, and the Port of Seattle have consistently worked over the years to regionalize taxicab regulations and licensing by developing consistent regulations and services across jurisdictions.  This promoted public safety and customer service by standardizing fees, regulations, enforcement, and rate review procedures throughout King County.
In 1995, King County entered into an interlocal agreement with the City of Seattle, whereby King County manages all for-hire driver licensing functions for both jurisdictions while Seattle manages all taxicab licensing and inspection functions for both jurisdictions. In addition, King County has interlocal agreements with the Port of Seattle and 16 cities to provide taxicab and for-hire licensing services.  Generally, King County Code and Seattle Municipal Code contain consistent provisions, thus allowing for continued joint regulatory efforts.  
City of Seattle Actions to Regulate For Hire Industry. On July 14, 2014, the Seattle City Council enacted Council Bill 118140, which adopted a variety of for-hire regulatory changes that had been developed by the Mayor and a working group of stakeholders.  The measure was signed by the mayor on July 15, 2014.  The adopted ordinance made significant changes to existing regulations related to driver background checks, training, and vehicle inspections, and consequently changed the requirements that the county would operate under if it continued with the 1995 Interlocal Agreement. The city ordinance did, however, make the new requirements consistent across the “industry.”  

Ordinance 17892—County For Hire Regulatory Changes. The County Council adopted Ordinance 17892 in September 2014.  The county’s ordinance changed regulations for for-hire companies, drivers, and vehicles to conform to the elements adopted by the City Seattle, requiring that all taxis, for-hire, and TNCs must have licensed drivers and vehicles.  All taxi, for-hire, and TNCs would have to meet the following licensing requirements:  

· Background Checks--defines the types of databases that must be used for conducting background checks, but allows a company or association to use a third party service subject to county approval.  Under the interlocal agreement, the county is responsible for the administration of these requirements for both the city and the county. 
· Driver Training and Testing—all drivers are required to take a defensive driving course and a training program approved by the county.  The training is available online.  Required driver’s tests may be taken through the existing system or through an approved TNC/Association/third party.  Under the interlocal agreement, the county is responsible for the administration of these requirements for both the city and the county. 
· Vehicle Inspections—all vehicle inspections based on a prescribed safety inspection checklist that can be conducted by a third party certified mechanic.   A government employee will, however, continue to inspect taximeters as required by state law (this inspection will be accomplished by Seattle inspectors through the existing interlocal agreement).

With the new system, application materials may submitted in-person, by mail, and can also be submitted online or through email. In order to confirm the identity of prospective licensees, for-hire driver's licenses approved through applications received online or through email must be picked up directly from the licensing agency, whereupon the licensee applicant must show photo identification to verify identity.  

Insurance. Ordinance 17892 conformed to Seattle’s legislation and established provisional insurance requirements, but also acknowledged that new insurance “products” might be available pending state legislative action.  The state enacted ESSB 5550 that sets statewide standards. ESSB 5550 establishes that being a TNC driver is defined as all times the driver is logged into a commercial transportation services provider's digital network or software application, or until the passenger leaves the personal vehicle, whichever is later.  The legislation establishes that TNC companies or drivers if approved by the Office of the Insurance Commissioner, or a combination of a company and a driver, must obtain a primary automobile insurance policy covering every personal vehicle used to provide TNC services, described as follows:

· before a driver accepts a requested ride: $50,000 per person; $100,000 per accident; and $30,000 for property damage; and 
· after a driver accepts a requested ride: a combined single limit liability coverage of $1,000,000; and underinsured motorist coverage of $1,000,000.

The legislature established that TNC insurance policies must offer personal injury protection coverage, and underinsured motorist coverage, in line with existing motor vehicle insurance law that allows for the insured to reject the coverage options.  ESSB 5550 also requires that, after July 1, 2016, an insurance company may not deny a claim arising exclusively out of the personal use of the private vehicle solely on the basis that the insured, at other times, used the vehicle to provide commercial transportation services (TNC).  The new law also allows TNC insurance coverage requirements to be satisfied by having for-hire vehicle or limousine insurance coverage applicable to the vehicle being used for TNC services.  The adopted legislation specifically establishes that TNCs drivers, for-hire vehicle operators, limousine chauffeurs, and taxicab operators are exempt from workers' compensation requirements.

Fees. The county had always used a fee based system to defray the costs of its regulatory system.  However, with Ordinance 17892, the council adopted the same fee structure of the Seattle agreement (but not the same fee amounts because of differing administrative costs).   Based on the cost and revenue assumptions used by the executive (1,800 new TNC drivers and 1.3 million rides in unincorporated King County), the county adopted a $0.35 per ride fee, rather than the $0.10 per ride fee adopted by the city.  Nevertheless, the county’s new regulations, mirroring the Seattle legislation, allows that after February 15, 2015, or any time thereafter, the county may adjust the TNC per ride per-ride fee, along with the taxi and for-hire vehicle and drivers fees.  
Reporting.  Like the Seattle legislation, Ordinance 17892 requires that all taxi associations, for-hire vehicle companies, and TNCs maintain accurate and complete operational records for for-hire drivers, taxi licensees, for-hire vehicle licensees, and TNC endorsement holders.  

The minimum required quarterly reporting includes: 
· Total number of rides
· Type of dispatch (hail, phone, app, etc.)
· Percentage or number of rides completed in each zip code
· Pick up and drop off zip codes
· Percentage by zip code that are requested but not provided
· Collision data
· Number of requested rides for an accessible vehicle
· Crimes against driver reports
· Passenger complaints
· And any additional reporting needed to determine compliance with regulations as identified.
The county allows for the electronic submission of this data.  The ordinance also required that the Executive report on the implementation of the ordinance in September 2015, including a summary of data reported by the industry.  The required report is still under review by both the City of Seattle and King County. 

Update.  The Executive is requesting additional expenditure authority of $435,575 for Records and Licensing Services (RALS) within the Department of Executive Services as part of the Mid-Biennial Supplemental Ordinance, currently under consideration in the Budget and Fiscal Management Committee.  This request is to provide additional resources to process applications of for hire driver licenses.  

The RALS workload has increased significantly with the adoption of Ordinance 17892 that added and changed licensing requirements for all for hire drivers and also added the requirement for licenses for those driving for TNCs. RALS reports that the number of applications received during the eight months following the implementation of the new requirements far exceeded the number initially anticipated when the 2015-16 Budget was developed (1,800 new applicants).  In addressing a recent public disclosure request, the county reported that as of November 24, 2015, there were 9,278 TNC drivers (6,677 Uber drivers and 2,601 Lyft drivers) and the number of total applications processed is much higher than original estimates.  

Because the licensing of drivers for the TNC operators was an entirely new line of business for the county, it was not fully known how many new drivers would seek licensing through the county (the county licenses drivers for unincorporated King County, the City of Seattle, 16 cities, and the Port of Seattle).  The number of drivers used to develop initial estimates significantly understated the number of new driver applications that have actually been received processed and, as a result, budgeted resources were insufficient to meet demand.  RALS addressed the workload associated with the new applications through staff overtime.

A representative of the Prosecutor’s Office will be present to discuss the status of litigation and its impact on the release of performance information.  In addition, Executive staff will update the committee on the status of the implementation of the new regulations.

INVITED

· Sean Bouffiou, Interim Deputy Director, Records and Licensing Services, Department of Executive Services
· Amy Eiden, Deputy Prosecuting Attorney, Prosecuting Attorney’s Office


2
image1.png
u

King County




