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DATE: July 15 , 2014

TO: Honorable Members of the Rules, Elections and Intergovernmental Relations Committee

FROM: Gerry F. Miller 1---4x.-74 Assignment No.: 14-06-0449
Chief Legislative Analyst Council File No.: 14-0002-S73

SUBJECT: Resolution (Koretz-Cedillo-Krekorian) relative to regulating Transportation Network
Companies (TNCs).

CLA RECOMMENDATION: Adopt attached revised Resolution to SUPPORT AB 612 (Nazarian) that
would provide additional regulation of TNCs.

BACKGROUND 
Current law authorizes the California Public Utilities Commission (CPUC) to regulate various transportation
services, including charter-party carriers of passengers, defined to mean persons engaged in the
transportation of persons by motor vehicle for compensation on a prearranged basis over any public highway
in California, but not including taxicabs licensed or regulated by local agencies. (Public Utilities Code §§
5360 and 5360.5).

TNCs provide prearranged ridesharing services for compensation using an online-enabled application (app)
or platform (such as smart phone apps) that connects drivers using their personal vehicles with passengers.
In a September 2013 decision, the CPUC began regulation of TNCs by establishing them as a new category
of charter-party carriers subject to its jurisdiction.

SUMMARY
The CPUC decision requires TNCs to obtain a permit, conduct criminal background checks of drivers,
establish a driver training program, implement a zero-tolerance policy on drugs and alcohol, conduct vehicle
inspections, and obtain authorization from airports before conducting any operations on or into airport
property. The decision also requires each TNC to maintain commercial liability insurance policies providing
not less than $1 million per-incident coverage for incidents involving vehicles and drivers "while they are
providing TNC services." Several accidents after the CPUC's decision showed that there was a serious gap
in insurance coverage as a result of debate surrounding the definition of "providing TNC services." The
provision of the service involves three distinct periods: when the driver turns on the app and waits for a
passenger match; a match is accepted but the passenger is not yet picked up; and when the passenger is in
the vehicle being transported to his/her destination.

On April 7, 2014, the California Department of Insurance (CDI) notified the CPUC of its conclusion that
"as long as TNCs are encouraging non-professional drivers to use their personal vehicles to drive passengers
for a profit, a risk for which personal automobile insurance is not available, TNCs should bear the insurance
burden." CDI stated that drivers' existing personal automobile insurance does not cover TNC-related
driving. Therefore, the CDI recommended that the $1 million primary commercial liability insurance should
apply to TNCs.

1



On June 11, 2014, the CPUC issued a proposed decision to clarify "providing TNC services" as whenever
the TNC driver has the app open and/or is available to accept rides from a subscribing TNC passenger,
thereby applying the $1 million commercial liability insurance requirement as primary during all three
periods. The CPUC's proposed decision states that a TNC may satisfy the insurance requirements with its
own policy or in combination with a TNC driver's policy specifically written for that purpose, further stating
"we encourage the insurance industry to create new products specific to TNC drivers."

The proposed decision is open to public comment and eligible for a vote at the CPUC's July 10, 2014 public
meeting. The CPUC plans to convene a workshop by September 2014 to receive a status update on TNC's
commercial insurance policies and how these policies have performed.

AB 612 (Nazarian) "Charter party carriers ofpassengers: permit requirements: drivers."

On May 29, 2014, Assembly Member Nazarian amended AB 612 from a bill that addressed traffic signal
timing to legislation changing the CPUC's definition of a charter-party carrier of passengers to include a
person that uses an online-enabled application or platform to connect passengers with drivers. Additionally,
the bill was amended to require the CPUC to develop a standard disclosure agreement with respect to drivers
who make themselves available for services with charter-party carriers, as well as to require charter-party
carriers to demonstrate that they are reasonably fit and financially responsible.

On June 19, 2014, AB 612 was further amended to:

•

•

Prohibit the CPUC from issuing or renewing a permit or certificate to a charter-party carrier unless
the applicant, in addition to existing requirements, participates in the Department of Motor Vehicles
Employer Pull Notice Program and provides for mandatory Department of Justice background
checks of every driver who is either employed by or under contract to the applicant.
Require any driver who is either under contract to, or employed by, the carrier to operate a vehicle
used in transportation for compensation under the act to furnish classifiable fingerprint cards which
the carrier would be required to forward to the Department of Justice to conduct a criminal history
background check and would prohibit the carrier from employing or contracting with a driver who
fails that check.

On June 10, 2014, Councilmember Koretz introduced a Resolution that would include in the City's 2013-14
State Legislative Program SUPPORT of AB 612 (Nazarian) that would expand the definition of "charter-
party carrier of passengers" to include any person that uses an online-enabled application or platform to
connect passengers with drivers and would establish new requirements that must be met before the
California Public Utilities Commission can issue a permit to operate. The legislation's recent amendments
require a revised Council Resolution (see attached).

Related Legislation

AB 2068 (Nazarian) defines TNCs as charter-party carriers and requires insurance coverage and disclosures.
This bill failed passage in the Assembly Committee on Insurance.

AB 2293 (Bonilla) would establish standards for insurance policies issued to TNCs that cover drivers and
TNCs while offering transportation services.
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Bill status: Passed Senate Insurance Committee on June 23, 2014 and sent to the Committee on
Appropriations.

DEPARTMENTS NOTIFIED
Los Angeles Department of Transportation

BILL HISTORY
July 2, 2014

June 23, 2014
June 19, 2014

June 18, 2014
June 10, 2014

June 5, 2014

June 3, 2014
May 29, 2014

From committee chair, with author's amendments: Amend, and re-refer to
committee. Read second time, amended, and re-referred to Committee on
Appropriations.
Withdrawn from committee. Re-referred to Committee on Appropriations.
From committee chair, with author's amendments: Amend, and re-refer to
committee. Read second time, amended, and re-referred to Committee on
Insurance.
From committee: Do pass and re-refer to Committee on Insurance.
From committee chair, with author's amendments: Amend, and re-refer to
committee. Read second time, amended, and re-referred to Committee on Energy,
Utilities and Communications.
Re-referred to Committee on Energy, Utilities and Communications and
Committee on Insurance.
Re-referred to Committee on Rules.
From committee chair, with author's amendments: Amend, and re-refer to
committee. Read second time, amended, and re-referred to Committee on
Transportation and Housing.

Attachment: Revised Resolution

GFM:MF:PS:MSR

Maria Souza-Rountree
Analyst
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RESOLUTION

WHEREAS, any official position of the City of Los Angeles with respect to legislation, rules,
regulations or policies proposed to or pending before a local, state or federal governmental body or
agency must have first been adopted in the form of a Resolution by the City Council with the
concurrence of the Mayor; and

WHEREAS, Transportation Network Companies (TNCs) provide prearranged ridesharing
services for compensation using an online-enabled application or platform (such as smart phone
apps) that connects drivers using their personal vehicles with passengers; and

WHEREAS, the California Public Utilities Commission (CPUC) regulates "charter-party
carrier of passengers," which are persons engaged in the transportation of persons by motor vehicle
for compensation; and

WHEREAS, on May 29, 2014, Assembly Member Nazarian amended AB 612 to change the
Public Utilities Code's definition of a charter-party carrier of passengers to include a person that uses
an online-enabled application or platform to connect passengers with drivers; and

WHEREAS, AB 612 has been further revised to require any driver who is either under
contract to, or employed by, the carrier to operate a vehicle used in transportation for compensation
under the act to furnish classifiable fingerprint cards which the carrier would be required to forward
to the Department of Justice to conduct a criminal history background check;

NOW, THEREFORE, BE IT RESOLVED, with the concurrence of the Mayor, that by the
adoption of this Resolution, the City of Los Angeles hereby includes in its 2013-14 State Legislative
Program SUPPORT of AB 612 (Nazarian) that would prohibit the CPUC from issuing or renewing
a charter-party carrier permit unless the applicant participates in the Department of Motor Vehicles
Employer Pull Notice Program and provides for mandatory Department of Justice background
checks of every driver.

msr


