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SUBJECT

An ordinance relating to taxis, for-hire vehicles and drivers and increasing rates and fees.
SUMMARY

The proposed ordinance would allow the Executive to increase meter rates for taxicabs in accordance with Chapter 190, Laws of Washington 2011 approved in the 2011 State legislative session. In particular, the new state law made taxicab, limousine, and for-hire vehicle drivers subject to industrial insurance premiums. Taxicab rates are being increased to accommodate inclusion of these costs, as well as a CPI adjustment and other industry costs. King County rate increases are proposed to match identical rate increases at the City of Seattle since many taxicabs have both Seattle and King County licenses. The legislation also proposes the following measures:

· Allow for the collection of tolls and other road charges;

· Establish vehicle safety, certificate of safety and taximeter inspection standards by rule rather than by code as is currently done;

· Change the date when taxicab owners must report data on their vehicle, meter and trips; and 
· Change the due date for the annual taxicab report to Council. 
BACKGROUND

Effective January 1, 2012, Chapter 190, Laws of Washington 2011 mandates that taxicab, limousine, for hire vehicle businesses, and for hire vehicle operators be subject to industrial insurance premiums.  The law requires that any city, town, county or port district which sets rates for taxicab services must adjust rates to accommodate the cost of industrial insurance or other industry-wide costs. This new state law could require regulatory bodies like King County to adjust taxicab rates every year.  
Aside from the new law, the Washington State Department of Revenue has been actively auditing taxicab companies and then enforcing the collection of leasehold excise taxes on vehicle leases.  The excise tax is computed on the lease amount paid by the driver.  The tax is paid by the driver, collected by the vehicle owner who remits the tax to the State.  Staff is being advised that many drivers have not paid the sales tax due in the past and therefore this expense has never been used in prior meter rate determinations.
The City of Seattle approved legislation similar to the subject ordinance raising taxicab rates the same amount as proposed by the Executive. 
Taxicab rates were last increased in 2008, primarily due to high gasoline prices.
ANALYSIS
Council staff has identified five issues for analysis. These are listed below and will be discussed separately.
1. Different standards for denial of a new for-hire license application than for denial of renewal for an existing for-hire license.
2. How much to raise fees and rates? King County Executive staff recommended a lower increase in taxicab rates (2.0 percent) compared with the City of Seattle’s Executive staff recommendation (5.7 percent or $0.85 for the average trip). 
3. Change in the timing for reporting of data by County-licensed taxicab owners and a related change for the due date of the annual taxicab report to Council. 
4. Establishing vehicle safety, taximeter, and related inspection standards by rule rather than having these standards in code as is currently done.

5. Need to approve the ordinance as an emergency.

Issue #1 – Different standards for the denial of a new for-hire license application than for denying the renewal of an existing for-hire license. Denial of a for-hire license happens usually because of criminal activity or serious moving vehicle violations. Council staff discussed this issue with Executive staff and found two reasons for the difference. The first is the current code has differences that have evolved over time, prior to the tenure of Executive or Council staff. The second is that in drafting the current legislation Executive staff added additional reasons to revoke the license from a current licensee but did not add parallel language for new applicants. The outcome of the conversation was that Executive and Council staff recommends that the standards be the same for new applicants as well as current license holders.

Issue #2 – How much to raise fees and rates? Both Seattle and King County staff did thoughtful analysis regarding the new state law and how much to raise rates. (Both analyses are provided as attachments.) The main difference between the rate increase recommendation of 5.7 percent for Seattle and 2.0 percent for King County relates to a philosophical approach of what is a new cost, expenses that have gone down and what factor to use for increasing costs such as the Consumer Price Index or the Implicit Price Deflator. Questions of elasticity of demand were also considered by staff at both jurisdictions. There are only one or two studies of elasticity of demand for taxi service around the nation. One study found that elasticity was less than one, approximately 0.5, which means that demand is inelastic. Seattle estimated elasticity at 0.57. If demand is inelastic, prices increases will cause some individuals to use taxi services less, but overall revenue for drivers and owners will increase. 
The specific rate changes proposed in the ordinance and adopted by Seattle are below.

· Lower the drop charge for passengers from $2.50 per 1/10th mile $2.50 per 1/9th mile;

· Increase the per mile charge from $0.25 per 1/10th mile to $0.30 per 1/9th mile or fraction thereof;

· Increase waiting time rates (charged when taxicab speed is less than twelve miles per hour) from $0.25 per 30 seconds to $0.30 per 36 seconds;
· Allow for the recovery of tolls and other road charges;

· Add a $25 rescheduling inspection fee for inspection of vehicles;

· Remove detailed specific vehicle structural and safety standards which will be established by rule; and

· Require that special rates and contract rates be calculated as a percentage of the meter rate or a fixed dollar amount per trip.
The net effect of the proposed rate changes is an increase of 5.7 percent on the average fare ($14.80) which equals $0.85.  As noted in the Summary, rates were last increased in 2008. 

King County has an interlocal agreement with 17 cities to regulate and provide taxicab service for these cities as well as the Port of Seattle and unincorporated King County. Because Seattle has already approved the change in municipal code, taxicabs with a Seattle license will have their meters reset and ready for operation on September 10, 2012. (See discussion of Issue #4 below.) Seattle acting first has made it challenging for King County to make a different rate decision.
Issue #3 – Change in the timing for reporting of data by County-licensed taxicab owners and a related change for the due date of the annual taxicab report to Council. Currently County code requires taxicab owners to report a wide range of statistics to Records and Licensing Services (RALS) by January 30 of each year. RALS then is required to submit a report to Council by April 1. Having accurate and timely reporting of data to RALS and an accurate report to Council is important for both the Executive and Council to ensure quality in taxicab service, to understand emerging trends and to make policy or regulatory changes when needed. There are approximately 570 taxicabs licensed by King County (many have dual licenses). Last year, only 87 owners reported the required information. This resulted in an annual taxicab report to Council that has dubious value. 
The ordinance proposed to address this problem by making the reporting deadline the same deadline for having annual vehicle inspections. Before owners can have their vehicle license renewed, they will have to have a satisfactory inspection AND submit the required data to RALS. If they fail to report the information, owners will lose their license, which is quite valuable. It appears that this would be an effective way to get taxicab owners to report the necessary information for policy makers. Getting the annual taxicab report October 1 during the budget process does allow for some action by Council if it is urgent, otherwise, taxicab issues can be addressed in the first quarter of the following year.

Issue #4 – Establishing vehicle safety, taximeter, and related inspection standards by rule, rather than having these standards in code as currently done. In general, the Council prefers to have important functions established in code. Vehicle safety, taximeter and inspection standards are important. When asked why the Executive proposed to establish these standards by rule rather than in code, Executive staff offered several reasons. 
The first is that the bulk of the taxicab fleet has dual licenses with King County and Seattle. Seattle sets these standards by rule and changes them frequently. King County typically lags Seattle by a significant amount of time and overall has lower standards than Seattle. This leaves the fleet of taxicabs outside Seattle operating at lower standards. These vehicles are generally less desirable because they are allowed to have bigger dents etc. Another reason is that cars and technology are changing rapidly. New types of vehicles such as hybrids are increasingly being used and taximeters are evolving rapidly with new smartphone applications and GPS capabilities. 
It should be noted that the Executive can address vehicle safety and taximeter standards by ordinance anytime changes are necessary. The Striking Amendment (discussed below) provides direction this issue.
Issue #5 – Timing If King County approves the proposed ordinance, Seattle has developed a plan to inspect the meters in all 929 vehicles licensed by King County and Seattle. The taximeter inspection is scheduled at 4:00 a.m. on Monday, September 10, 2012. This day was chosen primarily because there are no cruise ships due to arrive in Seattle. Trying to adjust meters on a different schedule between jurisdictions could be very confusing for the public. If the Council wants to approve the ordinance and synchronize implementation with Seattle, an emergency would need to be declared in the ordinance. 
Seattle-King County Taxicab Advisory Commission – In 2009 Seattle and King County established the commission in part to advise policy makers on proposed rate increases. The commission held a special meeting to discuss proposed ordinance changes on March 20, 2012. The commission passed a motion 4 to 3 in favor of King County adopting the same meter rate as Seattle. 

FISCAL NOTE

The Executive states there is no fiscal impact to the County by adoption of this ordinance. There will likely be some increase in revenue from vehicle owners who reschedule their vehicle inspection, however that revenue will accrue to Seattle because the city does the inspections. No new revenue will come to King County.
AMENDMENTS
At the request of the chair, Council staff drafted striking and title amendments to address issues #1, #4 and #5 above. The proposed striker makes the reasons for denying a new for-hire license to an individual the same as the reasons for denying the renewal of a for-hire license by an existing for-hire license holder. The second change keeps existing County code related to standards for vehicle safety, taximeter, and related inspection standards. Language is added to the striker that requires the director of RALS to submit ordinances to the Council ensuring that vehicle safety, taximeter and related standards are current and reflect best practices in the industry. Finally the amendment declares and emergency and will be effective upon passage by Council.
Legal Review

Council staff contacted the Prosecuting Attorney’s Office to request a review of the original legislation and the striking amendment. The PAO staff advised that approval of the proposed ordinance or the striking amendment pose some risk of a lawsuit against King County. This is because new crimes are being added for which the County can deny a for-hire license to new as well as current for-hire drivers. It is the current for-hire drivers that could potentially bring a suit. The new crimes being added as reasons to deny a license include: hit-and-run, reckless driving, attempting to elude an officer by car, vehicular assault, vehicular homicide, reckless endangerment, sex offenses, kidnapping or anyone found to be a habitual traffic offender. From a policy perspective there is a balance that needs to be struck between protecting the public and running the risk of a law suit. 
ATTACHMENTS

1. Proposed Ordinance 2012-0222
2. Striking Amendment

3. Title Amendment

4. Fiscal note

5. Transmittal Letter dated June 6, 2012
6. King County Rate Increase Memo to City of Seattle, dated March 9, 2012
7. City of Seattle Analysis of Rate Increase
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