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SUBJECT

AN ORDINANCE relating to for-hire transportation industry insurance; and amending Ordinance 10498, Section 1, as amended, and K.C.C. 6.64.010, and Ordinance 17892, Section 20, and K.C.C. 6.64.211 and Ordinance 10498, Section 15, as amended, and K.C.C. 6.64.350.

SUMMARY

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 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.  

This proposed ordinance would modify existing insurance requirements for the for-hire industry and would have County insurance requirements conform to recently adopted City of Seattle changes.

BACKGROUND 

King County benefits from a variety of of transportation choices. Currently the region  is served by taxis, for-hire vehicles, limousines, and Transportation Network Companies (TNCs).  Taxis, for-hires, TNCs, and limousines all operate under different regulatory structures.  However, TNCs had not been regulated in the State of Washington prior to 2014.   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 and County Efforts 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.”  

The County 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 specified licensing requirements including driver background checks, training and testing, vehicle inspections.  The legislation also established insurance requirements as described below.   

County Insurance Requirements. Ordinance 17892 conformed the county’s insurance requirements to Seattle’s establishing for a provisional period (the timeframe until the state legislature would take action to make statutory changes) that all registered owners of taxicabs, for-hire vehicles, and vehicles with a TNC endorsement, or the taxicab association representative, for-hire vehicle licensee or company, or TNC on behalf of the registered owner shall provide insurance coverage at the statutory minimum of $100,000 per person and $300,000 per accident liability coverage along with minimum underinsured motorist coverage of $50,000 per person and $100,000 per accident. For TNCs, the coverage would have to be in effect during any time that the driver is “active on the company’s dispatch system.”  Before the passage of Ordinance 17892, the County required that companies providing insurance to the for-hire industry have an A.M. Best rating of A- or better rating (insurance from companies carrying an A.M. Best insurance rating denotes the company’s financial strength). During the Provisional Period, that was reduced to an A.M. Best rating of B, while after the Provisional Period it was reset to a rating of B+.  

During the 2015 legislative session, the state enacted ESSB 5550 that set statewide insurance standards. ESSB 5550 established that being a TNC driver is defined as being 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 (third party personal injury coverage in the amounts $25,000 per person and $50,000 per incident, and $10,000 coverage for property damage), in line with existing motor vehicle insurance law that allows for the insured to reject the coverage options.  The new law also allowed 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 state legislation did not establish a required insurer rating to meet state requirements.  In addition, the state made no changes to the insurance requirements for taxis and for hire operators.

Addressing Taxi and For Hire Insurance Concerns. The Executive reports that the county’s Records and Licensing Services (RALS) Division along with the City of Seattle’s Finance and Administrative Services Division were approached by multiple taxi and for-hire operators and owners, along with local insurance brokers, all of whom noted that obtaining mandated insurance was becoming difficult.  The industry and driver representatives made the request to reduce the mandatory insurance rating back to an A.M. Best Rating B rather than B+ required on County and City Code. In considering the request, County and City regulatory staff met and consulted with the Office of Risk Management in the County, the Risk Management Division in the City, insurance brokers that assist the County in obtaining various insurance policies, the Prosecuting Attorney’s Office and outside counsel with specific insurance expertise.  Based on these discussions with the industry representatives and other experts, both the County and City agreed to review taxi and for hire insurance requirements.

On July 29, 2016, the City of Seattle enacted Ordinance 118712.  This legislation revised the insurance requirements for the for hire industry. Prior to adoption of its new legislation, the City, like the County, had required industry licensees to obtain insurance from companies carrying an A.M. Best insurance rating of at least B+ rating.  However, during the provisional period from 2014 into 2015, a B rating was accepted. The City reports that during this period there were no consumer complaints, no claims made against the city and no concerns expressed about the use of the lower rating. The City’s adopted legislation permanently decreases the A.M. Best financial strength rating requirement from B+ to B for taxicab, for-hire vehicle, and TNC insurance policies. According to the city, the change is expected to provide increased economic opportunity for vehicle owners and increased competition in the for-hire insurance market.  

The City’s new legislation effects City-only vehicles; for-hire vehicles licensed only by the County and dual (City/County) licensed vehicles must wait for County approval before they can benefit from the new insurance standards.  




ANALYSIS
This proposed ordinance changes minimum insurance requirements for operating taxicab and flat-rate for hire vehicles in King County. According to the Executive, the proposed ordinance is intended to provide more flexibility and increased access to insurance carriers for taxicab and flat-rate vehicle owners and drivers who are required to have liability insurance to operate their for-hire vehicles in the county (county-only licensees or dual City of Seattle-county licensees).   In addition, the ordinance would make County regulations conform to those recently adopted by the City of Seattle.
As noted above, the County met with a variety of representatives of the taxi and for hire industry who reported that vehicle operators had documented to them that it had become increasingly difficult to obtain liability coverage for their flat-rate and taxicab vehicles. The representatives provided evidence that the availability of insurance carriers willing to write policies has declined over the years and premiums for coverage have significantly increased.  The operators were requesting that the County and City of Seattle allow them to use insurance carriers with an A.M. Best Rating of B rather than the required, higher rating of B+. 
Also as noted above, the lower rating was previously authorized during the recent provisional period, the time following the adoption of Ordinance 17892 (September 2014) and the end of the State’s 2015 legislative session in July 2015. However, under County and City code, if the 2015 Legislature did not address insurance requirements for flat-rate and taxicab vehicles, the rating level was to revert back to B+ after the legislative session.  Because state standards were not changed for the taxi and for hire industry, County Code reverted to the B+ standard.   According to RALS staff, operators believe that reducing the carrier rating from B+ to B will provide some relief from rising premium rates and declining market participation by higher rated insurance carriers, making it easier to find more affordable insurance coverage.  The A. M. Best rating of insurance companies is commonly used to indicate their financial viability. The relevant ratings have the following meanings: 
 
· A.M. Best's A- Rating--Insurance companies having an excellent ability to meet their insurance obligations;
· A.M. Best's B+ Rating--Insurance companies having a good ability to meet their insurance obligations; and,
· A.M. Best's B Rating--Insurance companies having a fair ability to meet their insurance obligations, but which are vulnerable to adverse changes in underwriting and economic conditions.[footnoteRef:1] [1:  A.M. Best Rating Services, Best Financial Strength Ratings http://www.ambest.com/ratings/guide.pdf .] 

[bookmark: _GoBack]The reduction to a B rating would mean that under certain circumstances, B rated companies would be less fiscally able to handle potential claims compared to B+ rated companies.While the proposed ordinance reduces the insurance carrier rating, it also eliminates use of surplus line insurers for taxicabs and flat-rate for-hire vehicles, requiring policies to be written only by state admitted carriers. This change, viewed by regulatory staff as a compromise to lowering the carrier rating, ensures that residents are protected by the Washington Insurance Guaranty Association (WIGA) if the insurance company becomes insolvent.  Admitted carriers in the State of Washington are required to belong to the WIGA; non-admitted surplus line insures are not WIGA members.  This decision appears to mitigate any potential risk from using carriers with the B rating.  In addition to the changes noted above, the proposed ordinance includes:
· An increase to the minimum uninsured/underinsured motorist coverage requirement from $50,000 per accident, $100,000 aggregate, to $100,000/$300,000 respectively. This change aligns King County Code with existing Seattle Municipal Code and is not anticipated to have a material impact on the premium costs for operators.
· Provisional period language that is no longer in effect has been removed.  
· Language that allows for making other needed changes for taxi and flat rate operators, allowing for the use of RCW 48.177 to determine insurance requirements, if the Director approves.  
The Executive notes that over the past several years, the for-hire transportation industry has undergone substantial changes with the advent of TNCs. Increased competition has resulted in a declining market share for traditional taxi and flat-rate operators, with vehicle owners often unable to lease their for hire licensed vehicles for a significant portion of each day.  RALS staff note that for-hire vehicle owners and drivers are most often immigrants from east Africa, some with limited English proficiency. While typical wages in this industry are estimated at just above state minimum wage levels, the work is often a lifeline for many immigrants working to support themselves and their families.   As a consequence, any regulatory relief that allows for lower operating costs will benefit these drivers.  According to Executive staff the change in standards will not have any significant adverse risk.  This is the same conclusion reached by regulatory staff for the City of Seattle.  
The adoption of the proposed insurance changes in this Ordinance would allow King County to conform its for-hire transportation industry regulations to the City of Seattle and maintain a regionally consistent approach to regulation. The Ordinance would also allow licensees to have a unified regulatory approach that addresses basic public safety and also could reduce costs for operators, allowing taxis and for hire operators to remain competitive.   While there is some risk to those making claims against insurance companies under certain circumstances, the County appears to mitigate this risk to claimants by requiring insurance from admitted carriers that are protected by WIGA. 
INVITED

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

ATTACHMENTS

1. Proposed Ordinance 2016-0357
2. Executive Transmittal Letter
3. Fiscal Note

image1.png
kil

King County




