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SUBJECT

This staff report is the third briefing on propsed 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, as well as an analysis of the provisions in the proposed ordinance can be found in the staff report from the first briefing on this issue from the May 27, 2014, committee meeting. 

This staff report focuses on the recent announcement that the Mayor of Seattle had reached an agreement for a new regulatory approach for taxicabs, for-hire vehicles, for-hire drivers, and Transportation Network Companies and describes the elements of the agreement.

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 (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). These new entrants have not been regulated, and, as such, have not been subject to the county’s requirements.  

Proposed Ordinance 2014-0187 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.  

As noted above, a description of King County’s existing for-hire transportation regulatory structure and the proposed ordinance can be found in the staff report from the May 27, 2014, committee meeting. This staff report focuses on the City of Seattle Mayor’s mediated agreement among various stakeholders for a new city regulatory framework.  

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 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 have not been regulated in the State of Washington.  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.
Recent 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 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 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 have turned in sufficient signatures to have the measure placed on the ballot. As a consequence, the implementation of the new legislation is on hold. 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 (see Attachment 1).  The agreement would establish a new regulatory framework for taxis, for-hire operators, and TNCs.  The terms are described in more detail below.  The Mayor’s office has noted that all parties to the agreement “acknowledge that these terms are subject to City Council approval.” 

Seattle Mayor’s Proposed Regulatory Changes for Taxis, For-Hire, and TNC. The agreement would make significant changes to the regulations related to driver background checks, training, and vehicle inspections, and consequently change the requirements that the county would operate under if it continues with the 1995 Interlocal Agreement. The city agreement terms would, however, make requirements consistent across the “industry.”  

The agreement would maintain the basic for-hire requirements that exist in the current regulatory framework, but would allow companies (regardless of whether they are a taxi company or association, a for-hire company or association, or a TNC company) to use either the existing system or alternative, third-party, non-governmental approaches to meet the requirements.  The city would have to approve the use of any alternative approach.  

· Background Checks--The proposed agreement would define which databases must be used for conducting background checks, but would allow a company or association to use a third party service subject to city approval.  
· Driver Training—Under the terms of the agreement, all drivers would be required to take a defensive driving course that would be made available online.  Additional driver training on rules of the road and other key safety issues must be taken through the existing system or can be developed by TNCs/Associations/third parties and must be approved by city.  In addition, the city intends to evaluate the Washington State chauffer certification programs for potential reciprocity.  Following driver training, required driver’s tests may be taken through the existing system or through a city-approved TNC/Association/third party.
· Vehicle Inspections—The agreement would have all vehicle inspections based on a city safety inspection checklist that can be conducted by a third party certified mechanic.   The city would, however, continue to inspect taximeters.

The agreement also proposes several other changes including the commitment to design an online application system for licenses and endorsements and would allow applicants to submit applications in person or by email.  The city proposes to eliminate a separate test for English proficiency and no longer establish a dress code.  The city would also eliminate the requirement for in-vehicle cameras and two-way radios

Insurance. The agreement proposes that, for a provisional period until the state legislature takes action to make statutory changes, all operators would provide insurance coverage at the statutory minimum of $100,000; $300,000; $25,000 liability coverage while drivers are active on the application or dispatch system or looking for hailing customers.  Companies/drivers may buy A.M. Best rated B+ insurance from surplus lines or A.M. Best rated B insurance from Washington State admitted carriers.  

The parties also agreed that, with city support, “industry representatives participating in this agreement will work jointly to change state insurance law to account for recent changes in the industry and business models of all market participants, including TNCs, taxis and for-hire vehicles. The city will support a statutory insurance language changes similar to the agreement recently reached in Colorado and changes intended to expand the range of insurance options available to the industry.”  

The provisional period would begin once city legislation is enacted and end on the effective date of 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.

Fees. The agreement would make significant changes to fees used to pay for the city’s costs of regulation.  The following shows the proposed changes:

· Year one (the first year of the new regulations) fees for the incumbent industry (current taxis and for-hire companies and drivers) would be $50 per driver license.
· For the incumbent industry vehicle owners, the year one fee would be $500/vehicle.
· For TNCs, the per-ride fee for trips originating in Seattle would be set by the city to cover all enforcement, regulatory and driver endorsement costs and would be no less than the incumbent industry fees. After six months the city would evaluate this fee to determine if it appropriately covers administrative, enforcement and driver endorsement costs. The enforcement and administrative costs are not to exceed $525,000 in year one.
· The city would determine year two fees “based on the above metrics and the regulatory costs associated with the industries.”

The stated goal of the new fee structure is to “establish a fee structure with comparable fees across the services.”

Reporting.  The agreement states that the city plans to make reporting consistent across all industries and would base it on the reporting requirements established by the California Public Utilities Commission.  The reporting would include:
· Total number of rides
· Percentage or number of rides completed in each zip code
· Pick up and drop off zip code
· Percentage by zip code that are requested but unfulfilled
· Collision data
· Number of requested rides for an accessible vehicle, and
· Any additional reporting required ensuring compliance, to be determined by the city.
The agreement notes the reporting of data on trips may be tracked electronically or paper.  In addition, the group agreed that “if a public records request is made of the city for documents the TNCs or incumbent industry have designated proprietary the city shall give notice prior to disclosure.”  The city also agrees to work to achieve the highest possible level of confidentiality for information provided within the confines of state law.
Fares and Use of New Technology.  The agreement would allow all drivers (taxis, for-hire, or TNC) to use “apps” to arrange trips or accept payment for rides.  The agreement would require that all rates be transparent, either through signs in a vehicle or on the app.  The agreement would allow variable “surge” and “premium” pricing “if the rider understands the costs prior to agreeing to the ride.” The agreement keeps taximeters for taxis and the flat rate structure for for-hire operators.
Taxi License “Property Rights” and Added Licenses.  Currently, taxi 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, 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 Seattle agreement would confer property rights for city-controlled taxi licenses.  The agreement states:
“The existing Taxi and For-Hire vehicle license holders shall provide consideration to the City to transition licenses to a taxi or for-hire property right. This will include a fee and waiver and hold harmless agreement. Property rights remain subject to any and all City regulations. The City assumes no liability for devaluation of the property interest due to regulatory action or market forces.”
The agreement does not show a timeframe for the transition of licenses.  

The agreement also states that the city would issue 200 new taxi licenses.  In “year one” the city would issue 35 new licenses; and, in each of the following three successive years, the city would issue 55 new licenses, all by lottery.  The new licenses would be available to existing drivers who do not own more than a 50 percent share of an existing license at the time of the lottery.
Accessible Service.  The agreement would set a $0.10 per ride surcharge for non-accessible rides originating in the City of Seattle to offset the higher operational costs of wheelchair accessible taxi services.  These surcharges would be deposited in a fund 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.  According to the agreement terms, “based on information provided by Wheelchair Accessible Taxi owners the estimated accessible service funds would need to be approximately $850,000 for year one.” Year two fund needs would be assessed based on year one operations. These funds are intended to offset vehicle costs incurred by the owner as well as operator costs incurred from all accessible trips. 
In addition, Wheelchair Accessible Taxi licenses would vest after three years so that, after that period, owners are not required to drive 30 hours per week and are able to lease their vehicles to other drivers. The city also commits to developing a system to determine the need for additional accessible vehicles and how to fund potential vehicle retrofits from the accessible services fund within two years.
The agreement would also require that TNCs add an option for users to indicate their need for a Wheelchair Accessible Taxi on their existing apps, and will provide a phone number or appropriate website for wheelchair accessible taxi dispatch.
Other Terms.  The agreement would extend “hailing” rights to for-hire vehicles in the city.  In addition the city agrees to increase the number of taxi stands (only taxis can use these parking areas).

Next Steps.  As noted above, the agreement acknowledges that the terms of the negotiated agreement are subject to City Council review and possible revision. In discussions with city staff, the Mayor plans to have legislation incorporating these terms introduced to the council in June. Because no City Council hearings have been scheduled at this time, it is not known when the new legislation might be adopted.  Executive and council staff plans to review the proposed new legislation as soon as it is available.  

ATTACHMENTS:

1. Taxi/For-Hire/TNC Mediation Terms, June 16, 2014
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