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Government Accountability and Oversight Committee

STAFF REPORT

	Agenda Item:
	6
	Name:
	Clifton Curry

	Proposed No.:
	2014-0187
	Date:
	September 9, 2014

	Invited:
	Megan Pederson, Deputy Director, Records and Licensing Services, Department of Executive Services
Amy Eiden, Deputy Prosecuting Attorney, Prosecuting Attorney’s Office



SUBJECT

AN ORDINANCE relating to for-hire transportation, including taxicabs, for-hire vehicles, for-hire drivers and transportation network companies; making technical corrections and prescribing penalties.

SUMMARY

This is the sixth meeting on Proposed Ordinance 2014-0187, which relates to for-hire transportation, including taxicabs, for-hire vehicles, for-hire drivers and Transportation Network Companies (TNCs).  A detailed description of existing county regulations on for-hire transportation and Proposed Ordinance 2014-0187, as introduced, is contained in the materials from the May 27, 2014, committee meeting. 

At the committee’s last meeting, members reviewed a proposed Striking Amendment (S1) that would allow county regulations to conform with the recent actions taken by the City of Seattle.  The city adopted an ordinance that implements a mediated agreement for a new regulatory approach for taxicabs, for-hire vehicles, for-hire drivers, and Transportation Network Companies.  Staff described the proposed S1 and identified policy decisions made by the city that would be incorporated into the county’s regulations. The adoption of legislation that conforms with the City of Seattle would allow the county to maintin its decades long regional approach to the regulation of the for-hire transportation industries.  

Based on this discussion, and members’ review of the proposed striking amendment, staff have prepared a second striking amendment (S2) that contains technical changes, changes to some fees, and adds some executive reporting requirements.



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.  
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.  The sate regulates the operations of limousines.  TNCs, however, have not been regulated, and, as such, have not been subject to the county’s requirements.  The following table shows the basics of the regulatory structures for these transportation options that are regulated locally and the number of current licenses in King County prior to the adoption of Seattle’s new regulatory structure:

	
	Number of Vehicles
	Permitted to Accept
	Quantity Controls
	Safety Controls
	Economic Controls

	Taxis
	240-County Only
336-Seattle Only
352-Dual Licensed w/Seattle

	Dispatched,
Pre-arranged,
Hailed, and 
Cabstand
	License Caps set by County and City 
	Vehicle inspection, driver training, and insurance requirements
	Defined Meter Rate

	For Hire Vehicle
	199-County Only
198-Dual Licensed w/Seattle

	Dispatched,
Pre-arranged
(Dual licensed
And county
Vehicles may be hailed
Outside City)
	No Caps
County; License Cap
City

	Vehicle inspection, driver training, and insurance requirements
	Flat fare


In 1979, King County, the City of Seattle, and the Port of Seattle embarked on a program 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 for-hire licensing services.  Generally, King County Code and Seattle Municipal Code are amended whenever one or the other jurisdiction makes regulatory changes in order to have each code conform and to allow for continued joint regulatory efforts.  
Taxicabs and for-hire vehicles must be insured, meet safety standards, and have meters inspected and sealed.  All drivers operating King County licensed taxicabs must have a King County for-hire driver's license.  Drivers operating City of Seattle licensed taxicabs and for-hire vehicles must have a City of Seattle for-hire driver's license or a City of Seattle endorsement on their King County license. The City of Seattle contracts with King County to perform the licensing of for-hire drivers on behalf of the City.
City of Seattle Actions to Regulate TNCs. The Seattle City Council’s Committee on Taxi, For-Hire and Limousine Regulations began working in 2013 on a plan to assimilate TNCs into the city’s existing regulatory framework. On March 17, 2014, the council passed Council Bill 118036, which was signed by the mayor. The bill created a pilot project to regulate TNCs, increased the number of taxi licenses in the city, and changed certain requirements for for-hire drivers. In addition, it capped the number of drivers who could be on any single TNC system at one time at 150, effectively limiting the number of TNC drivers on the road to 450 (150 for each of the three TNCs operating in Seattle).  

The legislation was adopted on March 17, 2014, and signed by the mayor. However, proponents of a referendum to repeal the new legislation had turned in a sufficient number of signatures to qualify the measure. Subsequent to the filing of the referendum signatures, Seattle’s Mayor convened a working group with the charge of negotiating new requirements among all of the stakeholders.  According to the city, the stakeholders met on twelve occasions for mediated meetings over a 55 day period to develop a consensus agreement.

On June 16, 2014, the mayor announced that the group had agreed to a series of terms that would form the basis of legislation to provide a new regulatory framework for TNCs.  The agreement established a new regulatory framework for taxis, for-hire operators, and TNCs.  On July 7, 2014, the city council repealed its March 2014 taxi, for-hire, and TNC ordinance, thus eliminating the need for a referendum on the legislation.

On July 14, 2014, the city council adopted Council Bill 118140 which adopted the mayor’s agreement terms.  The measure was signed by the mayor on July 15, 2014.  The measure’s new licensing changes will become effective 120 days from July 15, 2014 (November 2014) in order to develop the needed processes for implementing the system.  The new taxi and for-hire medallion system will be effective in February 2015.  The remaining provisions of the measure become effective August 14, 2014.  

Conforming Regulatory Changes for Taxis, For-Hire, and TNCs.  Proposed Ordinance 2014-0187, as originally introduced, would make changes to existing regulations for transportation companies in three primary areas:  (1) add new regulations affecting TNC organizations, drivers, and vehicles; (2) make other changes to regulations that affect taxi, for-hire, and TNCs; and (3) modify the county code to streamline and update existing regulations.  King County, since 1979, has worked to conform its regulatory framework with the City of Seattle to create a regional approach to regulating the taxi and for-hire industry and the ordinance was prepared to conform to the City of Seattle’s original ordinance, which was ultimately repealed in July.

However, the City of Seattle’s most recent adopted ordinance makes significant changes to existing regulations related to driver background checks, training, and vehicle inspections, and consequently changes the requirements that the county would operate under if it continues with the current 1995 Interlocal Agreement. The adopted changes also significantly differ from changes in Proposed Ordinance 2014-0187. 

ANALYSIS 

The committee received a detailed review and analysis of the executive’s Proposed Ordinance 2014-0187 in the materials for its May 27th meeting.  The ordinance was prepared with the intention of conforming county regulations with the city regulations that had been adopted in March.  As noted above, King County generally conforms its taxi and for-hire regulations to those of the City of Seattle.  This conformance allows both jurisdictions to maintain a division of responsibilities for licensing for-hire drivers and inspecting taxis and for-hire vehicles, thus establishing a regional approach to taxi and for-hire regulation.  The regional approach to regulation also ensures that consumers and licensees are protected to the same standards.  However, the city’s original regulatory approach that the introduced ordinance was based upon was ultimately repealed.

The City of Seattle, with its adoption of Council Bill 118140, significantly changed its approach to the regulation of the taxi and for-hire industries, making major changes to how drivers will be licensed and the responsibility for ensuring compliance with regulations.  The city’s new model allows companies, using their own or approved third party resources, to provide services that are currently being provided by government employees (either county or city).  These, and other changes, would require substantive modifications of the county’s current systems for regulating for-hire driver’s licensing in order to have the two systems conform.  

Furthermore, the city will begin conferring property rights with a medallion system rather than the current taxi and for-hire license system, while the county currently does not provide this option, nor does Proposed Ordinance 2014-0187.  The adoption of property rights in the city and not in the county would not directly affect the 240 taxi and 170 for-hire licenses that operate solely in the county.  However, the implementation of the city’s new medallion system without a corresponding change in county code would have an impact on the 352 taxi and 198 for-hire licensees that are dually licensed in both the city and county.  

Finally, the city has adopted a fee schedule for TNCs that is radically different from the county’s fee structure for for-hire businesses.  As a consequence, adoption of the current proposed ordinance would establish a regulatory system for taxis, for-hire, and TNCs that significantly differs from the system already adopted in the city.



STRIKING AMENDMENT

By incorporating the changes that have been adopted by the city into the executive’s current proposed ordinance, the county would be able to continue its partnership in the regional regulation of taxi and for-hire industries. Staff has informed us that the executive wishes to continue the county and the city’s regional approach to taxi and for-hire regulation.  As a result, the executive would accept the city’s regulatory process modifications instead of those offered in the current proposed ordinance.  

Staff developed a striking amendment (S1) that would make the current ordinance conform with the city’s actions, while still keeping the proposed changes to county code that are technical in nature.  S1 was reviewed at the committee’s August 26th meeting. It is compared to the ordinance as introduced and is described below.

Regulations Affecting All For-hire Companies, Drivers, and Vehicles The striking amendment conforms to the elements adopted by 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--The amendment would require a record of driver’s consent to checks and defines which databases must be used for conducting background checks, but allows a company or association to use a third party service subject to county approval.  
· Driver Training and Testing—Under the terms of amendment, all drivers will be required to take a defensive driving course and at least one other training program approved by the county.  The training may be made available online.  Following driver training, required driver’s tests may be taken through the existing system or through an approved TNC/Association/third party.
· Vehicle Inspections—The proposed amendment would have 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).

For an initial for-hire driver's license, and annually thereafter, a for-hire driver, or a taxicab association, for-hire vehicle licensee or company, or TNC on behalf of the for-hire driver, must complete and file with the county a for-hire driver's license application. In contrast, under the current system, individual drivers are responsible for filing their own forms and obtaining their own licenses.  With the proposed 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.  The amendment also provides for a “temporary permit” where the county would issue a temporary for-hire driver’s license within two business days after the applicant has filed a complete application package, which is valid for up to 60 days.

Insurance. The proposed amendment would conform to Seattle’s legislation and would establish insurance requirements, but also acknowledge that new insurance “products” might be available pending state legislative action.  

As a consequence, the provisions of the amendment would require, for a provisional period (the timeframe until the state legislature can take action to make statutory changes), that all registered owners of taxicabs, for-hire vehicles, and vehicles with a transportation network company endorsement, or the taxicab association representative, for-hire vehicle licensee or company, or transportation network company 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.”

The amendment, conforming with Seattle’s requirements, requires that the insurance be from an admitted carrier in the State of Washington with an A.M. Best rating of B+ VII or from a surplus lines insurer with an A.M. Best rating of B+ VII.  Current requirements mandate only admitted carriers with an A- rating.

The provisional period will begin once legislation is enacted and end on the effective date of any state insurance law changes or two weeks after the end of the 2015 legislative session, whichever date comes first. At the conclusion of this provisional period, all operators would have to comply with state law—either the changed provisions or current requirements.

Fees. In the original ordinance, the executive proposed to adjust the annual vehicle license fee for all taxi and for-hire vehicle drivers from the current $450 to $290.  It also imposed a $100 annual vehicle license fee for individual TNC drivers and an annual vehicle endorsement fee of $190 per vehicle for TNC companies (for a total of $290, paralleling the fees paid by taxis and for-hire drivers).  

However, the Seattle legislation, based on its mediated agreement, adopted significant changes to fees used to pay for the city’s costs of regulation.  The city’s legislation makes changes to the fees incumbent taxi and for-hire licensees pay, where in year-one (the first year of the new regulations) fees for the incumbent industry vehicle owners,  will be $500 per vehicle (the fee is currently $600). Additionally, for the incumbent industry (current taxis and for-hire companies and drivers) year-one fees will be $50 per driver license.   In contrast, TNCs under the new legislation will pay $0.10 per ride for all trips originating in Seattle to cover the estimated enforcement and regulatory costs of TNC licensing, vehicle endorsements, and driver licensing.  

The proposed striking amendment would adopt the proposed structure of the Seattle agreement.  The amendment would bring fees for taxis and for-hire vehicles and drivers back to current levels ($450 for vehicles and $85 for drivers).   The amendment would also include new fees for TNC companies and for-hire companies that are similar to the fees charged to taxi cab associations, these fees do not currently exist in code.  It also would create a medallion fee ($100) as described below. Similar to the Seattle legislation, the amendment would establish a per ride fee for TNCs rather than fees for drivers and vehicles.  However, 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), it appears that the county would need to charge a $0.35 per ride fee, rather than the $0.10 adopted by the city. 

Nevertheless, the amendment, mirroring the Seattle legislation, allows that after six months, or any time thereafter, the county may adjust this per ride fee based on the number of new TNC licenses, for-hire driver's licenses, and vehicle endorsements issued, and the total number of TNC trips originating in the unincorporated area and the jurisdictions that the county regulates. The purpose of any adjustment is to ensure that the per-ride fee covers the estimated enforcement and regulatory costs of TNC licensing, vehicle endorsements, and driver licensing.  The amendment allows for the adjustment of per-ride fee after consideration of the following factors: the projected costs and the annual budget allotted for enforcement and regulatory costs across the for-hire transportation industry; the need for increased enforcement activity; and, the total number of trips across the for-hire transportation industry.  

Reporting. The proposed amendment would modify the reporting requirements contained in the original ordinance.  Like the Seattle legislation, the amendment requires that all taxi associations, for-hire vehicle companies, and TNCs maintain accurate and complete operational records as provided to them by 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 striker allows for the electronic submission of this data.

Taxi and For-Hire License “Property Rights” Currently, taxi and for-hire licenses in the city and county are issued to the license holder, but remain the property of the city or county (depending on the issuer).  As a consequence, while the license is valuable because there are a limited number of licenses (taxis), a license holder cannot obtain financing based on the license alone.  In many other jurisdictions, the license holder “owns” the license or “medallion” and can obtain financing to purchase the license or to finance other related purchases (new vehicles) collateralized through license ownership.  The City of Seattle adopted a plan to confer property rights for city-controlled taxi and for-hire licenses using a medallion system.  

This amendment would follow Seattle’s decision to transition taxi and for-hire vehicle licenses to a new medallion system. The county would charge a medallion fee of $100 to cover the costs of the transition.  The proposed new medallion system would deem a taxi or for-hire vehicle license to be intangible property. Nevertheless, the interest of a medallion owner may be suspended or revoked by the county in the same manner as the suspension or revocation of a taxicab or for-hire vehicle license. The amendment would allow the executive to establish rules for implementing the new medallion system.  All new taxicab or for-hire vehicle licenses/medallions issued after the effective date of this ordinance would be issued by lottery.

Unlike the Seattle legislation, this amendment does not add any new taxi licenses.  The striking amendment would, nevertheless, convert Green Cab licenses from a pilot project to regular licenses (these licenses are already part of the existing license cap). In addition, at the request of for-hire representatives, the striker would put a cap on the number of for-hire licenses/medallions in the county (there are no caps now) at the number of licenses at the effective date of the legislation. The rationale for this is that there have been limited requests for new licenses in the recent past and it is appropriate to have a cap when the licenses become medallions.

Accessible Service.  The amendment, following the Seattle legislation, sets a $0.10 per ride surcharge for all rides originating in the county to offset the higher operational costs of wheelchair accessible transportation services. These surcharges would be used to offset the costs associated with wheelchair accessible trips to pick up a person with a disability as well as the higher vehicle costs associated with purchasing and retrofitting an accessible van.  The amendment allows the executive to establish rules for the use of funds and requires that fund needs be assessed based operations and adjusted if needed. These funds are intended to offset vehicle costs incurred by the owner as well as operator costs incurred from all accessible vehicles (taxis, for-hire, and TNCs).  

The amendment would also require that TNCs add an option for users to indicate their need for a Wheelchair Accessible Taxi on their existing apps and to provide a phone number or appropriate website for wheelchair accessible taxi dispatch.

Fares and Use of New Technology.  The amendment would allow all drivers (taxis, for-hire, or TNC) to use “apps” to arrange trips or accept payment for rides.  These provisions were contained in the original ordinance and are included in the amendment because Seattle also chose to add these provisions to their new regulatory legislation.  The amendment does require that all rates be transparent, including variable “surge” and “premium” pricing, either through signs in a vehicle or on the app.  The amendment keeps taximeters for taxis and the flat rate structure for for-hire operators.

Finally, the proposed ordinance makes a variety of technical corrections identified by the executive, the Prosecuting Attorney’s Office, and the council’s Code Reviser.  County code currently establishes a variety of code violations as civil infractions (punishable with a fine) or misdemeanors (punishable with jail and/or fine).  This amendment would narrow the number of violations that would qualify as infractions or misdemeanors.  In essence, operating without a license would be an infraction (which the director can assess at $10,000 for serious violations and $1,000 for less serious violations); with repeat offenses being a misdemeanor.  Other technical changes include making changes to the code sections related to Wheelchair Accessible Taxis (WAT) making the regulations conform to Seattle regulations (limiting the WAT time obligation from five years to three years and allowing WAT licenses to be transferred after three years rather than five years).  Many of the other changes update titles and citations and do not substantively change existing regulations.

Technical and Other Changes to the Initial Striking Amendment  At the August 26th committee meeting, committee members identified potential changes to the striking amendment and staff also noted that there were needed technical changes.  As a result, the chair directed staff to incorporate all of these changes into a new striking amendment (Striking Amendment 2, or S2, see Attachment 4).  The proposed changes from S1 are highlighted in yellow in the attachment and are described below.

	Section
	Change from S1
	Effect

	1
	Adds “wheelchair accessible for-hire vehicle” and “wheelchair accessible transportation network company endorsed vehicles” to definitions
	Technical change-conforms to Seattle legislation

	10
	Allows wheelchair accessible fee revenues to be used for wheelchair accessible taxis, for-hire vehicles, and TNCs.
	Technical change-conforms to Seattle legislation

	65
	Adds wheelchair accessible for-hire vehicles and TNCs to the requirement that wheelchair accessible operators provide priority to passengers in wheelchairs or who are mobility impaired
	Technical change that acknowledges adding new accessible vehicles

	69
	Sets for-hire vehicle cap at the number of number of licenses at the effective date of the ordinance or that complete the application process within sixty days of the effective date of the ordinance
	Technical change that acknowledges that the initial limit should be changed to reflect actual number of applications in process 

	83
	Modifies effective dates for various sections to parallel the dates adopted by Seattle
	Technical change

	84
	Shows the effective date for for-hire vehicle color schemes
	Technical change



If the striking amendment S2 is adopted, a Title Amendment will also be needed (see Attachment 5 for Title Amendment 1, T1).  

Fiscal Impact According to the executive, the regulation of TNCs will result in a significant increase in for-hire driver license applications and new enforcement obligations. As a result, the increase in applications would require additional Records and Licensing Services staff to process licenses and conduct field enforcement.  However, the ordinance as introduced had proposed to reduce fees (as noted above).  

Nevertheless, the proposed striking amendment would adopt the policies from the fee structure of the Seattle legislation.  The amendment would bring fees for taxis and for-hire vehicles and drivers back to current levels ($450 for vehicles and $85 for drivers).   However, 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), it appears that the county would need to charge a $0.35 per-ride fee, rather than the $0.10 adopted by the city. The executive estimates that these fees, based on tentative assumptions, will cover the cost of regulation.  

The amendment allows that after six months or any time thereafter, the county may adjust this per-ride fee based on the number of new TNC licenses, for-hire driver's licenses, and vehicle endorsements issued, and the total number of TNC trips originating in the unincorporated area and the jurisdictions that the county regulates. The purpose of any adjustment is to ensure that the per-ride fee covers the estimated enforcement and regulatory costs of TNC licensing, vehicle endorsements, and driver licensing.  This element of the amendment would ensure that county could recoup its costs if it appears revenues are not meeting expectations, or conversely, lower the fee if revenues exceed expectations. The executive has indicated that it would be willing enter into agreements with the TNCs to recover any costs if there is a revenue shortfall during the first six months of operations.

Emergency Clause. Significant portions of the City of Seattle’s new regulations became effective on August 14, 2014.  As a consequence, the county will have two separate forms of regulations for the for-hire transportation industry until the county adopts a new regulatory scheme.  Furthermore, TNCs are not being regulated in the unincorporated parts of King County and will not be until legislation is adopted.  The executive has asked that the council pass this legislation with an emergency provision to ensure prompt implementation and limited lag time between the effective dates of the city’s regulations and the county regulations.



REASONABLENESS  

Adoption of the current proposed ordinance, as introduced, would allow for the regulation of TNCs and advance several other needed changes in county code related to the for-hire transportation industry.  However, the regulatory structure contained in the proposed ordinance is significantly different from the system adopted recently in the City of Seattle.  As a consequence, the county would have to develop different systems for addressing county regulations and those of the city.  In addition, dually licensed taxis and for-hires would have to participate in two regulatory systems creating a significant burden for these individuals and companies.  

Adoption of the proposed striking amendment, S2, would allow King County to conform its for-hire transportation industry regulations to the City of Seattle and maintain a regional approach to regulation. The amendment would allow licensees to have a unified regulatory approach that addresses basic public safety and also improves access for licensees.  If S2 is adopted, a Title Amendment will also be needed (see Attachment 5 for Title Amendment 1, T1). The striking amendment has been reviewed by the prosecuting attorney’s office, council legal counsel, and the clerk’s office.  Staff analysis is complete at this time, unless the committee has any further questions. 

ATTACHMENTS:

1. Proposed Ordinance 2014-0187
2. Transmittal Letter
3. Fiscal Note 
4. Striking Amendment 2
5. [bookmark: _GoBack]Title Amendment 1
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