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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

King County regulates taxis and for-hire vehicles that transport passengers for compensation.  These regulations are intended to ensure that drivers are licensed, that vehicles are inspected and insured, and that customers can use these options in a safe manner.  The county’s regulatory framework supports the unincorporated areas of the county and sixteen contract cities, and is done in cooperation with the City of Seattle and the Port of Seattle, through Interlocal Agreements.  

Since 2012, new transportation options have arisen that make use of application-based technology (apps) on smartphones. The new organizations that use this technology as part of their business model have come to be known as Transportation Network Companies (TNCs).  These new entrants have not been regulated, and, as such, have not been subject to the county’s requirements that ensure public safety.  

This proposed Ordinance would make significant 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.  In many ways, the proposed changes to the county’s regulations mirror changes adopted (but currently on hold) by the City of Seattle, albeit with the absence of any “caps” on the number of TNCs as the significant difference in the county proposal.  Today, staff will brief members on the proposed new regulations.


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 have been new entrants in the market that are offering opportunities for private citizens to use application-based technology, also known as smartphone apps, and their phone’s 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).  The following briefly describes the primary differences between each of these transportation options:
· Taxis: Charges are based on meter rates that are linked to distance traveled and the duration of the trip.  Each taxi association has a unique single color scheme.

· For-Hires: Charge a fixed fee for each ride. Vehicles are marked, but use different colors than taxis, usually two colors. No meters. Can't use the words "taxi" or "cab." All licensed for-hire vehicles have decals on upper portion of windshield.  

· Limousines: Charge a pre-arranged set fee based on distance or time.  No meters. These companies generally use unmarked luxury vehicles such as Lincoln Towncars. Limousines cannot advertise that they provide taxicab services, but are not geographically constrained as to where they can pick up passengers.

· Transportation Network Companies: Fee or “donation” based on distance, usually paid through a smartphone app as part of the request for service.  Independent owners use their own vehicles for limited periods responding to smartphone requests for pick-up.
Taxis, for-hires, and limousines all operate under different regulatory structures.  However, TNCs have not been regulated in the State of Washington.  
The following table shows the basics of the regulatory structures for these transportation options and the number of current licenses in King County:



	
	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
	170-County Only
198-Dual Licensed w/Seattle

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

	Vehicle inspection, driver training, and insurance requirements
	Flat fare

	Limousine
	1,102-State licensed
	Pre-arranged
	No
	Vehicle inspection, driver training, and insurance requirements
	Pre-set 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. 
A King County taxicab or for-hire vehicle license is required of any taxicab or for-hire vehicle whose driver(s) operate(s) in the following areas: all of unincorporated King County, on Port of Seattle property including Seattle-Tacoma International Airport, and within the city limits of Auburn, Bellevue, Burien, Covington, Enumclaw, Federal Way, Issaquah, Kenmore, Kent, Kirkland, Maple Valley, Redmond, Renton, Sammamish, SeaTac, and Shoreline. Operating a taxicab is defined as picking up passengers in these jurisdictions. At this time, King County has a moratorium on the issuance of new taxicab licenses; however, licenses can be transferred.
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.
To apply for a license, a driver must be 21 years of age, have a Washington State driver's license, pass a written examination, attend a two day training program, be fingerprinted, and pass a physical examination conducted by a medical doctor. In addition, those seeking a City of Seattle license must attend association training, pass an oral examination, and purchase a City of Seattle Business License.
Recent County Regulatory Changes for Taxis and For-Hire Vehicles. In 2012, legislation was proposed that increased taxi rates but also included changes to for-hire vehicles and taxicabs, and for-hire driver standards and regulations. The council decided to separate the taxi rate and fee increases from the other code changes impacting the taxi and for-hire vehicle businesses in the county.  In September 2012, the council adopted Ordinance 17404, which coordinated rate increases with the City of Seattle. Most of the other proposed code changes that were not part of Ordinance 17404 were reintroduced in 2013 as separate legislation.
During this timeframe, the Records and Licensing Services Division (RALS) of the Department of Executive Services which provides regulation and enforcement of the taxi and for-hire industry for the county, conducted a LEAN value stream mapping event which identified process improvements to the for-hire driver application process.  The Executive transmitted legislation that included the prior proposals from 2012 along with changes identified from the RALS LEAN event. The council adopted these proposals as Ordinance 17665 in September 2013.  These code changes were intended to enhance customer service, improve the appearance and safety of vehicles, and hold drivers and vehicle license owners more accountable.  In addition, the changes aligned county code with City of Seattle code related to wheelchair accessible taxis.
The Advent of TNCs. The region has had a history of addressing traffic congestion (and the attendant parking problems) through a variety of ride-sharing and vehicle pooling options, many of which were offered by employers to provide for commute trip reduction.  In addition, King County had seen the arrival of short term rental vehicles—most notably Zip Car and Car2Go—that allowed individuals to use a vehicle for short periods of time.  However, these options, while allowing different forms of transportation options do not directly impact the taxi, for-hire, and limousine businesses.
Nationally, and in the Puget Sound region, a new form of transportation for hire started in 2012. This new model, using new technologies, does affect the region’s taxi and for-hire industry.  These new businesses, as previously described, allow individual drivers using their own cars to become part of a “network” that allows them to transport passengers in ways similar to taxis and for-hire vehicles.  However, unlike taxis and for-hire vehicles, the new TNCs are operating without regulation in Washington. 
Sidecar was the first company to operate in Seattle, in late 2012, quickly followed by Lyft and UberX in April of the same year. While there are differences among the three San Francisco–based companies—most notably with Uber, which requires payment up front and charges a rate in line with taxis—all three operate similarly.  For each, everyday drivers offer open seats in their personal cars. In the case of Sidecar and Lyft, the driver’s compensation comes in the promise of a “suggested donation”—calculated by the app using distance traveled and mapping software—with riders free to pay whatever they see fit. Both companies say they then take 20 percent off the top of that donation, with the remainder paid to the driver. 
UberX, meanwhile, is a spinoff of Uber (sometimes called Uber Black). Uber deploys a fleet of town cars and luxury SUVs, deploying only drivers with for-hire or chauffeur licenses, while the less expensive UberX uses hybrid cars and “occasional” drivers. It should be noted that although some UberX drivers do have for-hire or chauffeur licenses, the company does not make it a requirement.  Many TNC drivers may also drive taxis or for-hire vehicles in addition to “logging on” to a TNC network.
Recent City of Seattle Actions to Regulate TNCs. The Seattle City Council’s Committee on Taxi, For-Hire and Limousine Regulations starting in 2013, had several hearings on the impact of TNCs in the region and have worked to develop a plan to assimilate the new option into the existing regulatory framework.  On March 17, 2014, the council passed an amended version of Council Bill Number 118036, which was signed by the mayor.  The bill would create a pilot project for TNCs, while also increasing the number of taxi licenses in the city, and changing certain requirements for for-hire drivers.  
Seattle’s adopted legislation would create a two-year pilot program for TNCs and affiliated drivers and vehicles.  The legislation also established minimum operating requirements for TNCs and affiliated drivers, including: requiring drivers to have a for-hire driver’s license; requiring vehicle inspections; requiring vehicles have a TNC endorsement; imposing a zero tolerance drug use policy for affiliated drivers; imposing minimum insurance requirements for TNCs and affiliated vehicles; requiring rate transparency for TNCs; and establishing licensing fees for drivers and companies.  The legislation requires TNCs collect and provide service information, vehicle collision reports, service response time reports, reports of crimes against TNC drivers, and passenger complaints.  The city also established new fees for TNC companies and drivers.
In addition, after much debate, the council voted to cap 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 ridesharing companies operating in Seattle).  The legislation also expanded the number of taxi licenses in Seattle by 200 (with 100 being added in 2014 and 100 more in 2015).  

The legislation was adopted on March 17, 2014, and signed by the mayor.  However, proponents of a referendum to repeal the new legislation have turned in sufficient signatures to have the measure placed on the ballot.  As a consequence, the implementation of the new requirements is on hold.  Subsequent to the filing of the referendum signatures, the Seattle mayor convened a working group with the charge of negotiating new requirements among all of the stakeholders before June 2, 2014.  The mayor has informed the stakeholders that, if negotiations do not result in new regulations, he will institute a “cease and desist order” for TNCs in Seattle.  Any recommendations from this work group would then be subject to the review of the city council.

The County’s Proposed Ordinance to Regulate TNCs. The county has recognized that, because transportation network companies and their drivers transport passengers who pay fares, these companies and drivers should be subject to regulation under K.C.C. 6.64, which regulates the taxi and for-hire industry.  The Executive developed an ordinance that contains minimum operating requirements for “transportation network companies” and requires that TNC drivers follow the same driver licensing requirements, including driver training, testing, and insurance standards, that apply to for-hire and taxi drivers.  According to the Executive, “the proposed ordinance focuses on provisions that promote public health and safety, consistency of regulations across the for-hire industry, and technology innovation across the industry.”

This proposed ordinance would adopt some of the concepts of the Seattle ordinance, but would also depart from that ordinance in significant ways.  The main similarity is the explicit acknowledgement that TNC drivers are “for-hire” drivers subject to regulation under existing code.  Because they would be defined as for-hire drivers, TNC drivers would be required to carry insurance to the same extent required of for-hire vehicle and taxicab drivers and vehicle owners. Furthermore, the ordinance would require the drivers to be licensed, trained, and their vehicles inspected for safety. 

A significant difference in the proposed ordinance is that, while the Seattle ordinance proposed to cap the number of TNC drivers active on a dispatch network at any one time to 150 per company, King County’s proposed ordinance would not place a limit on the number of TNCs that can operate in the county.  Additionally, whereas Seattle’s new regulations would be in effect on a pilot basis, this proposed ordinance is not contingent on a pilot period.  Finally, this proposed ordinance, unlike the Seattle ordinance, would explicitly allow the innovative use of technology across the for-hire and taxi industry.

ANALYSIS

This proposed ordinance contains significant changes to existing regulations for transportation companies in three primary areas:

· New regulations affecting TNC companies, drivers, and vehicles;
· Changes to regulations that affect taxi, for-hire, and TNCs; and,
· Other changes to streamline and update existing regulations. 

Provisions in this ordinance would also have a fiscal impact for the county.  The changes are reviewed below.

New Regulations Affecting TNC Companies, Drivers, and Vehicles.  This proposed ordinance would add new definitions specific to TNCs that would bring these entities under the county’s regulations for for-hire drivers and vehicles.  The ordinance would define a TNC as a person licensed to provide application dispatch services via an application dispatch system that connects drivers with fare-paying passengers for transportation, where "application dispatch system" is defined as technology that allows consumers to directly request dispatch of for-hire drivers via the internet using mobile interfaces such as smartphone applications.

The ordinance would also define "transportation network company driver" to mean a licensed for-hire driver affiliated with a licensed TNC company in order to provide transportation to passengers with an application dispatch system while operating a licensed taxicab, licensed for-hire vehicle, or personal vehicle with a TNC vehicle endorsement. "Transportation network company vehicle endorsement" in this ordinance means an endorsement that allows a licensed for-hire driver to use a personal vehicle to affiliate with a TNC company in order to provide transportation to passengers with an application dispatch system.

With these definitions, the ordinance would add TNCs to the regulations that govern for-hire companies, drivers and vehicles and would set specific requirements for the TNCs.  

In summary, the proposed ordinance would add the following provisions to regulate TNCs:

	TNC Companies

	· Require annual licenses for TNC companies
· Require that drivers who affiliate with the company possess for-hire driver’s licenses
· Require that its drivers operate a licensed vehicle (that can be licensed as a taxi, for-hire, or personal vehicle with a “TNC endorsement”)
· Provide evidence of the company being able to assume liability for underinsured drivers with company insurance coverage 
· Pay an annual fee of $190 per driver affiliated with the TNC company
· Provide the county with semiannual reports on trip volume, response times, passenger complaints, and vehicle accidents
· Maintain a nondiscrimination policy that fully complies with all applicable, federal, state, and local laws that prohibit discrimination

	TNC Drivers

	· Obtain a for-hire license, which includes background checks (driving and criminal), medical check, training, evidence of being able to legally work in this country, and pass written and oral testing requirements (same standards as for-hire drivers)
· Pay an annual fee of $85 plus costs for driving abstract, fingerprinting, and photo (same as for-hire drivers)
· Adhere to standards (safety and courtesy)



Continued on next page


	TNC Vehicles

	· Require that the vehicle either be a licensed taxi or for-hire vehicle or a personal vehicle with a TNC “endorsement”
· TNC endorsement requires a 19-point vehicle safety inspection by an approved third-party mechanic
· Pay an annual fee of $100 for the TNC endorsement
· Provide proof of minimum insurance required by RCW 46.72 of $100,000 per person/$300,000 per accident and uninsured motorist coverage of $50,000 per person/$100,000 per accident (same as required for taxis and for-hire vehicles)



As a consequence, the ordinance would apply to TNCs the same regulatory framework policies that have applied to taxis and for-hire vehicles since 1992.  

It should be noted that the county’s proposed requirements for TNCs are similar to those that the City of Seattle adopted but has not yet put into place.  The primary difference between the county’s proposed regulations and the city’s changes is that the county would have no limits on the number of TNCs nor does it propose implementing these regulations as a “pilot.”  Additionally, the proposed county fees for TNCs would be different: the city would have set a TNC company fee at $50,000 flat fee or percentage of gross revenue, while the proposed county ordinance would set the fee at $190 per driver affiliated with the company.  According to the Executive, the TNC reporting requirements the county is proposing are less onerous than those that would be required under the city ordinance.

Changes to Regulations That Affect Taxi, For-Hire, and TNCs. In addition to adding TNCs to the county’s regulatory framework, the proposed ordinance would also make other changes for taxis and for-hire vehicles. The proposed ordinance would require that drivers/companies must have insurance from an “admitted carrier in the state of Washington with an A.M. Best rating of not less than B+ VII,” a change from the county’s current requirement for insurance at the A- level.  According to the Executive, by reducing the required rating, many more carriers would be available to insure drivers.  As a consequence, this action could reduce overall costs for all drivers and companies.  The county’s Office of Risk Management has reviewed this proposal and has raised no objections.  The Seattle ordinance makes the same change.

The proposed ordinance would also revise the county’s training curriculum for all drivers.  The proposed ordinance would delete some requirements that the Executive felt were no longer applicable to the county’s emphasis on safety (such as the history and geography of Puget Sound), while adding other requirements that it feels would increase safety (such as training on risk factors for crimes against drivers).  Overall, these changes would reduce the length of the required training from two days to one day.  Further, the proposed ordinance would change the requirement for driver refresher training from once every three years to “as needed” as determined by the director.  These changes conform to those adopted by Seattle.

County code currently establishes a variety of code violations as civil infractions (punishable with a fine) or misdemeanors (punishable with jail and/or fine).  The proposed ordinance would narrow the number of violations that would qualify as infractions or misdemeanors.  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.  This proposal also conforms to the changes in penalties in the Seattle ordinance.

Other Changes to Streamline and Update Existing Regulations. The proposed ordinance would allow all for-hire vehicles to take advantage of new technology.  All for-hire vehicles would be allowed to use internet-based dispatch, smartphone apps, internet based payment, or any other related innovation.  If adopted, taxis or for-hire vehicles could also use the innovations used by TNCs.  In addition, these vehicles would be able to “toggle” from one type of operation to another in the same vehicle.  For example, a taxi could complete a shift on a taximeter, and then switch off the taximeter and log on to TNC network.  As a result, it appears that all types of companies would be able to use technology to maximize their operations while also improving service for customers.  The City of Seattle did not address technology for taxis or for-hire vehicles and, as a consequence, the use of this technology would only be available in unincorporated King County and the cities that contract with the county.

Finally, the proposed ordinance would make a variety of technical corrections identified by RALS, the Prosecuting Attorney’s Office, and the council’s Code Reviser.  These technical changes include making changes to the code sections related to Wheelchair Accessible Taxis (WAT) to 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.

Fiscal Impact. According to the Executive, this proposed ordinance would result in an estimated 50 percent increase in for-hire driver license applications.  The increase in applications would require additional RALS staff to process licenses and conduct field enforcement.  

Nevertheless, the ordinance proposes to reduce fees.  The proposed ordinance would adopt fee changes intended to cover the entire cost of the regulatory effort associated with the taxi and for-hire licensing program. Because the program is expected to grow with the regulation of TNCs, it would result in more revenues and consequently, individual fees could be lowered.  The proposed ordinance would adjust the annual vehicle license fee for all taxicab and for-hire vehicle drivers from the current $450 to $290.  It would also impose 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).  The proposed ordinance would implement this fee structure rather than a flat fee.  Thus, the fees would provide funding that would increase or decrease commensurate with the demand for service, enabling the county to adjust program resources accordingly. 

Assuming implementation of the proposed ordinance in the fourth quarter of 2014, the Executive estimates a $1 million increase in revenue to the General Fund for the period of 2014 through 2017.  According to the Executive, this legislation would lead to new workload for RALS that would require three new positions (two Customer Service Specialist 3 positions and an Inspector position).  These positions and appropriation authority would be requested with other legislation.

Next Steps. Council staff and legal counsel continue to review the proposed ordinance.  Additional discussion of the proposed ordinance will be held at the next committee meeting on June 10, 2014.
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