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SUBJECT

Briefing on the Status of the Implementation of Ordinance 17892 Regulating For Hire Vehicles and Drivers.

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). Prior to 2014, these new entrants had not been regulated.  

The King County 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..  Today’s briefing will discuss the status of the county’s regulatory efforts in implementing Ordinance 17892.  Representatives of the for-hire industry are also here to discuss the impact of the 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 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.  
Taxis, for-hires, and limousines all operate under different regulatory structures.  However, TNCs had not been regulated in the State of Washington prior to last year.   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 of Seattle Actions 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.”  

[bookmark: _GoBack]Ordinance 17892—County For Hire Regulatory Changes. The County Council 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 the following licensing requirements:  

· Background Checks--defines the types of databases that must be used for conducting background checks, but allows a company or association to use a third party service subject to county approval.  Under the interlocal agreement, the county is responsible for the administration of these requirements for both the city and the county. 
· Driver Training and Testing—all drivers are required to take a defensive driving course and a training program approved by the county.  The training is available online.  Required driver’s tests may be taken through the existing system or through an approved TNC/Association/third party.  Under the interlocal agreement, the county is responsible for the administration of these requirements for both the city and the county. 
· Vehicle Inspections—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).

With the 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.  

Insurance. 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.

On July 29, 2016, the City of Seattle enacted Ordinance 118712.  This legislation revised the insurance requirements for the for-hire industry to conform to the new state requirements.  In August 2016, the County Council adopted Ordinance 18338, which changed minimum insurance requirements for operating taxicab and flat-rate for hire vehicles in King County made County regulations conform to those recently adopted by the City of Seattle.  

Fees. The county had always used a fee based system to defray the costs of its regulatory system.  However, with Ordinance 17892, the council adopted the same fee structure of the Seattle agreement (but not the same fee amounts because of differing administrative costs).   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), the county adopted a $0.35 per ride fee, rather than the $0.10 per ride fee adopted by the city.  Nevertheless, the county’s new regulations, mirroring the Seattle legislation, allows that after February 15, 2015, or any time thereafter, the county may adjust the TNC per ride per-ride fee, along with the taxi and for-hire vehicle and drivers fees.  

Recent Operations As noted above, every driver operating a taxicab or for-hire vehicle in King County must have a for-hire driver license.  In 2016, RALS received 3,074 for-hire driver applications and issued a total of 3,152 for-hire driver licenses (this total includes applications from the prior year).  According to RALS, the actual number of for-hire drivers operating at any given time is difficult to calculate because drivers operate on a full-time, part-time, and seasonal basis.  

Furthermore, in 2016, RALS reports that a total of 36,432 TNC for-hire driver permit applications were received, and that 18,199 permits were issued.   RALS staff note that the significant difference in “received applications” compared to “issued permits” is related to a variety of factors, including but not limited to:  1) more than one application is received for a driver--since drivers often drive for more than one TNC; 2) rejected applications must be resubmitted (if information is missing, out of date, or does not match); and 3) applications received at the end of the year may not be processed until the beginning of the following year.  

As required by County Code, all new for-hire driver applicants are required to complete driver training and pass the for-hire driver examination.   Additionally, all new and renewing applicants must pass an annual criminal background check and driving record review.

In December of 2015, King County Licensing executed a contract with a third party vendor to provide criminal background checks and driving records for taxi and for-hire applicants.  As before, new driver applicants are subject to fingerprinting and a federal background check.  For renewal applicants, however, criminal background checks are conducted through the contracted service provider.  Additionally, all driver abstracts (driving history report) for new and renewal applications are now provided by the contracted service provider, and include data from the Washington State Department of Licensing and multiple other states. 
 
All new applicants must take and pass an examination.  In 2014, the written examination process was made available online.  The exam tests for applicant knowledge of fare determination, driver-passenger relations, driver conduct, ability to understand oral and written directions, vehicle safety requirements, driver regulations, emergency procedures and taxicab equipment for drivers’ personal safety.  A separate section of the exam tests geographic knowledge of King County, its surrounding areas and local tourist attractions. The exam includes an English language audio component.  Applicants must pass the exam with a minimum score of 80 percent.    

With the implementation of Ordinance 17892, driver training and examinations are required to be completed prior to submitting an application.  With the relative low cost of administering an online test there are no limits on the number of attempts the exam can be taken.  According to RALS, there were 1,931 tests administered to 914 unique users in 2016.  Many tests were re-tests for applicants who had previously failed an earlier test or tests.  RALS reports that 2016 applicants completing the electronic exam achieved a 40% pass rate, a lower passing rate than 2015.  

Wheelchair Accessible Services Ordinance 17892 established the requirement that the County would collect a new Wheelchair Accessible Services fee. The Ordinance required all for-hire transportation service providers regulated under Chapter 6.64 KCC (Taxicabs, For-hire vehicles, and TNC vehicles) to collect and remit to the County, ten cents ($0.10) per trip for all rides that originate within unincorporated King County and municipalities that contract with the county for for-hire transportation regulatory services. The revenue from the fee is intended to be distributed to eligible owners and drivers of wheelchair accessible for-hire vehicles to offset the higher operating costs associated with these vehicles.  Collection of the fee began November 12, 2014.

On August 1, 2016, King County Public Rule FIN-10-3, Wheelchair Accessible Services Fund – Disbursement went into effect.   The purpose of this rule is to establish the conditions and procedures for disbursing the Wheelchair Accessible Service (WAS) Fee Surcharge proceeds to wheelchair accessible taxicab or wheelchair accessible for-hire vehicle owners and drivers. The rule defines the methodology for disbursing the WAS Fee Surcharge proceeds in a manner that offsets the higher operational costs incurred by owners and drivers of wheelchair accessible taxicabs or wheelchair accessible for-hire vehicles.  RALS reports that in 2016, WAT vehicle owners were reimbursed $89,500 for 2015 related vehicle maintenance and acquisition expenses, and WAT certified drivers were reimbursed $44,600 for providing wheelchair passenger trips in 2014, 2015 and 2016.  

Seattle For Hire Driver Collective Bargaining In December 2015, the Seattle City Council passed Ordinance 124968, which creates collective bargaining opportunities for taxicab, flat-rate vehicle, and TNC company drivers who meet the City definition of a “qualifying driver.”
  
The City defines a qualifying driver as an individual meeting all of the following conditions: is a licensed for-hire driver;  was hired by or began contracting with, partnering with or maintaining a contractual relationship with a company like Uber, Lyft, Yellow or Eastside For Hire (referred to as a driver coordinator) prior to Oct. 19, 2016; drove at least 52 trips originating or ending within the Seattle city limits for that company during any three-month period between January 17, 2016, and January 17, 2017; and, that the driver may be a qualifying driver for more than one company.
To implement the legislation, the City of Seattle's Department of Finance and Administrative Services (FAS) director, acting under the authority of Seattle Municipal Code 6.310.735.M.1.a, is proposing to adopt six rules relating to for-hire driver representation and collective bargaining: 
· Interest Arbitration;
· Approval of an Agreement;
· Changes to an Existing Agreement and Withdrawal of an Existing Agreement; 
· Renewal Application Process for a Qualified Driver Representative; 
· Decertification of an Exclusive Driver Representative;
· Enforcement Powers of the Director; and,
· Commencement Dates.
The FAS director initially proposed these six rules on March 6, 2017. However, the City reports that, based on input received at that time, the rules have changed substantially enough to warrant a second comment period. 
In addition, the FAS director proposes to amend the four existing rules relating to for-hire driver representation and collective bargaining: (1) Qualifying Driver and Lists of Qualifying Drivers; (2) Application Process for Designating a Qualified Driver Representative; (3) Certification of an Exclusive Driver Representative; and, (4) Subjects of Bargaining. The FAS director finalized these four rules on Dec. 29, 2016, but is amending them to correct code citations and align them with the rules currently proposed. Public comment on these rules ended on May 5, 2017.
On March 3, 2017, the City designated Teamsters Local 117 as a qualified driver representative, basically an organization that meets criteria established by FAS administrative rule and can seek to organize drivers with the goal of eventually representing them. Local 117 was the only the organization to apply to the City for this designation.  As a representative, Local 117 has notified 12 driver coordinators (i.e., for-hire vehicle companies, TNCs, and taxicab associations) of their intent to represent the for-hire drivers who use those companies’ apps/dispatch system. The companies are now obligated to provide Local 117 with driver lists so that Local 117 can organize the drivers and solicit their support for being represented by Local 117.

Litigation The U.S. Chamber of Commerce sued the City in 2016 after passage of Ordinance 124968, but the suit was dismissed because the court ruled that it was premature. In January 2017, Uber petitioned the King County Superior Court to block implementation of the City’s collective bargaining efforts by invalidating the City’s administrative rules already finalized, specifically the rule that defines a “qualifying driver.” The petition claimed the rules were arbitrary and capricious and that the City neglected to give drivers a meaningful opportunity to comment. A hearing occurred on March 17, 2017, and the court dismissed Uber’s petition.  According to the City, Uber still has the opportunity to file an appeal.

According to FAS, as a result of Teamsters Local 117 being designated as a Qualified Driver Representative with the intent to represent for-hire drivers, the U.S. Chamber of Commerce has refiled their lawsuit (on behalf of Chamber members Uber, Lyft, and Eastside For Hire), which will be heard in Federal District Court. This suit claims, among other things, that the ordinance violates the National Labor Relations Act and federal anti-trust laws.

A second similar lawsuit has been filed by the National Right to Work Legal Defense Foundation and the Freedom Foundation on behalf of eleven TNC drivers. This suit makes similar claims to the Chamber’s suit but also alleges violations of drivers’ free speech and privacy rights. A hearing was held March 30, 2017 on the Chamber’s suit. A hearing has not been scheduled on the driver’s suit but, they participated in the hearing on the 30th.

On April 4, 2017, the U.S. District Court issued a preliminary injunction enjoining the City’s enforcement of the requirement that companies like Uber, Lyft and Eastside For Hire produce a driver list and then share that list with Teamsters Local 117. While the injunction effectively puts implementation of the ordinance on hold, FAS continues to solicit public feedback on the rules described above.  According to City, the injunction will stay in place until the federal judge either rules on the lawsuits or schedules oral arguments (which have not yet been scheduled).

INVITED

· Sean Bouffiou, Interim Deputy Director, Records and Licensing Services, Department of Executive Services
· Cindi Laws, President, Evergreen State Taxi Association 
· Dawn Gearhart, Association Policy Coordinator, Teamsters Local 117
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