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EXECUTIVE SUMMARY

In December 2011, Shuttle Express, Inc. (Shuttle Express) filed a request for a tariff revision
with the Washington Utilities and Transportation Commission (commission) to increase its rates
for auto transportation service in Docket TC-112072. In order to determine if the increased rates
were reasonable, commission staff reviewed the company’s operations, including its revenues
and expenses from October 2010 to September 2011, During that review, comumission staff
discovered revenues and expenses associated with services contracted by Shuttle Express to be
provided by non-regulated independent contractor-owners. Commission staff assigned to the rate
case reported that Shuttle Express considered the service to be regulated door-to-door service,
“charged customers the company’s published tariff rate for door-to-door service, and contracted to
provide the service using non-regulated owner-operator drivers and vehicles such as limousines.
At the time of the rate case, commission staff did not have enough information to determine if
the independent contractor program was appropriate under the commission’s rules, The matter
was turned over to the commission’s Transportation Safety Enforcement staff for investigation.
This report documents commission staff’s findings.

This is not the first time the commission has investigated Shuttle Express for using independent
contractors. In April 2008, the commission issued a penalty assessment to Shuttle Express for
violating WAC 480-30-213(2), which requires the driver of a vehicle operated by a passenger
transportation company to be the certificate holder or an employee of the certificate holder. '
Shuttle Express violated the rule when it used drivers who were not employees to provide auto
transportation services authorized under Shuttle Express’s commission certificate. The
comimission approved a settlement agreement between Shuttle Express and conumission staff and
imposed a $9,500 penalty on Shuttle Express for using independent contractor drivers. Within
the settlement agreement, Shuttle Express admitted the violations and agreed to comply with all
applicable rules and statutes enforced by the commission. '

In this investigation, based on a review of the information provided by Shuttle Express,
commission-staff finds that Shuttle Express violated the settlement agreement approved by
commission Order 01 in Docket TC-072228, as well as three commission rules, when it used
non-regulated independent contractor drivers to provide multi-stop service along its regulated
routes between October 2010 and September 2011.

Staff recommends the commission file a complaint on its own motion setting forth any act or
omission by Shuttle Express that violates any law, or any order or rule of the commission, as

provided by RCW 81.04.110.

The commission could penalize Shuttle Express up to $1,000 per violation for 22,860 total
violations of commission rules, as provided by RCW 81.04.380. Through its enforcement
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policy, the commission considers a number of factors when determining the level of penalty to
be imposed. A full discussion of each of those factors and how they apply to Shuttle Express in
this case is included in the “Staff Findings and Recommendations™ section of this report,

beginning on page 19.

Based on those factors, commission staff recommends a penalty of $250,000.
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PURPOSE, SCOPE, AND AUTHORITY

Purpose
The purpose of this investigation is to determine if the independent contractor program of Shuttle

Express violates commission rules.

Scope
The investigation focuses on information obtained by commission staff relating to Shuttle
Express’s operations.

Authority
Staff undertakes this investigation under the authority of the Revised Code of Washington
(RCW) 81.01.010, which adopts RCW 80.01, directing the commission to regulate passenger
transportation providers in the public interest, and to adopt such rules and regulations as may be
necessary to do so. In addition, RCW 81.04.510 makes it clear that the commission is authorized
to conduct such an investigation. Appendix A includes copies of relevant laws and rules.
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BACKGROUND

Shuttle Express has held a certificate of public convenience and necessity as a passenger
transportation company since 1989 and provides auto transportation services in King, Pierce,
Snohomish and Island counties. Shuttle Express is located at 800 Southwest 16th Street, Seattle,
Washington, 98057. John Rowley is the company’s president. Jimy Sherrell is the company’s
secretary, chairman and director, and Kaaren Sherrell is the vice president, secretary, treasurer
and director.' Shuttle Express reported approximately $13.1 million in gross infrastate operating
revenues for 2011. '

Prior Enforcement — Docket TC-072228

In April 2008, commission staff completed an investigation into allegations that Shuttle Express
was violating one or more commission rules by operating an independent contractor program.
Following the investigation, the commission issued a penalty assessment to Shuttle Express for
violating WAC 480-30-213(2), which requires the driver of a vehicle operated by a passenger
transportation company to be the certificate holder or an employee of the certificate holder. As
stated in the penalty assessment, Shuttle Express violated the rule when it used drivers who were
not employees to provide auto transportation services authorized under Shuttle Express’s
commission certificate. In July 2008 the commission approved a settlement agreement between
Shuttle Express and commission staff and imposed a $9,500 penalty on Shuttle Express for using
independent contractor drivers. Within the settlement agreement, Shuttle Express admitted the
violations and agreed to comply with all applicable rules and statutes enforced by the
commission, including those at issue in the current investigation.”

General Rate Case — Docket TC-112072

In December 2011, Shuttle Express filed a request for a tariff revision with the commission to
increase its rates for auto transportation service in Docket TC-112072. In order to determine if
the increased rates were reasonable, commission staff reviewed the company’s operations,
including its revenues and expenses from October 2010 to September 2011. During that review,
commission staff discovered revenues and expenses associated with services contracted by
Shuttle Express to be provided by non-regulated independent contractor-owners. Shuttle Express
provided staff a copy of its most recent independent contractor coniract, dated May 22, 2009."
Commission staff assigned to the rate case reported that Shuttle Express considered the service to
be regulated door-to~door service, charged customers the company’s published tariff rate for
door-to-door service, and contracted to provide the service using non-regulated owner-operator
drivers and vehicles such as limousines.”

! Secretary of State Corporation Detail web page print out at Appendix B, page 41.

2 TC-072228 - commission Order and settlement agreement at Appendix C, starting at page 42,
® Shuttle Express Independent Contractor Agreement at Appendix D, starting at page 57.

4 TC-112072 Staff Open Meeting Memo at Appendix E, starting at page 76.
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At the time of the rate case, commission staff did not have enough information to determine if
the independent contractor program was appropriate under the commission’s rules. The matter
was turned over to the commission’s Transportation Safety Enforcement staff for investigation.

This report is the result of that investigation.
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INVESTIGATION

Independent Contractors

Commission staff requested specific information from Shuttle Express related to the current
independent contractor program on March 30, 2012.°> Commission staff received Shuttle
Express’s response on May 21, 2012.° I its response, Shuttle Express described portions of its
operations as follows:

o Shuttle Express uses independent contractors for two functions: luxury transportation and
“rescue” service,

o For luxury transportation, Shuttle Express accepts reservations for executive sedans,
SUVs, and six- and eight-passenger limousines and refers those services to independent
contractors.” This type of passenger transportation is regulated by the Department of
Licensing as either limousine carrier or for-hire service and is not regulated by the
commission.

o Shuttle Express also uses independent contractors as a rescue service when delays may
cause a customer to miss a flight.® Mr. Sherrell explained that within the company’s
business model and “flight guarantee,” when a Shuttle Express van encounters heavy or
slow traffic or the van is otherwise delayed, Shuttle Express uses all of its resources to
transport customers on time for their flight. This includes contracting with an
independent driver to pick up the customers and transport them over the regulated auto
transportation route that the Shuttle Express van would have used had one been available.

e  When Shuttle Express started operations in the late 1980’s, the company used taxis to
rescue customers when delays occurred. However, in the late 1990°s, Shuttle Express’s
insurance company informed it that use of taxis for rescue services left Shuttle Express
fully liable for any service or safety consequences. From that point forward, Shuttle
Express has used independent contractors for rescue service. -

Commission staff focused on Shuttle Express’s rescue service operations in its investigation of
the current independent contractor program.

> March 30, 2012, commission staff information request at Appendix F, starling at page 80.
;’ May 14, 2012, Shuttle Express response at Appendix G, starting at page 84.

1d.
®1d.
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Rescue Service

On June 8, 2012, commission staff sent a letter that asked Shuttle Express to describe its rescue
service in detail.” In response, Shuttle Express explained that on occasions when a vehicle
assigned to pick up a party breaks down, is delayed due to traffic, has the wrong location
information or gets lost, Shuttle Express focuses on using whatever resource is necessary to pick
up customers and transport them to their destination. Because the situations are time-critical,
Shuttle Express’s dispatchers may use another van, a town car, a limousine or even a bu‘s ~
whichever option provides the best chance of a successful rescue. ™

In the same letter, commission staff asked Shuttle Express to provide customer service records
for all services provided as rescue services by independent contractors over the last two years,
including trip records showing:

o The condition that caused the company to utilize the independent contractor for auto

transportation services (e.g., traffic back-ups, inclement weather, ete.).

e The type of transportation provided.

o The number of passengers carried.

o The point each passenger boarded and disembarked the vehicle.

o The fare charged to each customer.

Shuttle Express did not provide the information requested. Shuttle Express stated that it does not
differentiate between luxury transportation and rescue service in its reservation system and stated
that it would be “cumbersome, time-consuming, and impractical to provide the information.”
HOW'CVCI Shuttle Express offered to make its records available for commission stafi to

SXEHTHHE

Shuttle Express stated that the company had over 420,000 reservations in 2011 and that 96
percent of those were completed within “normal operation guidelines.”"* When commission staff
asked Shuttle Express to define “normal operation guidelines,” Shuttle Express president John
Rowley explained that normal operations are those trips completed within the standards the
company feels are adequate to maintain customer loyalty. Abnormal operations are when the
company is late picking up or dropping off a customer for any reason, including bad traffic, a
reservation error, inadequate GPS information, or a flat tire.!

In the rate case filed by Shuitle Express in Docket TC-112072, the company reported annual
revenue for regulated services, including revenue associated with independent contractors, of
$13,275,796. Shuttle Express also reported annual revenue for regulated services excluding

? June 8, 2012, commission staff information request at Appendix H, starting at page 92.
' July 16, 2012, Shuttle Express response at Appendix 1, starting at page 95.
11
Id.
21,
' August 7, 2012, email from John Rowley to staff at Appendix J, starting at page 109.
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revenue associated with independent contractors of $12,565,358."" This means independent
contractor revenue totaled $710,438 or approximately five percent of total company revenue.

Commission staff assumed that the $710,438, or five percent of total revenue, that Shuttle
Express reported as independent contractor revenues was generated in those cases where Shuttle
Express did not complete reservations for regulated services “within normal operation
guidelines.” Commission staff asked John Rowley how many trips comprised the $710,438, or
five percent of total revenue, associated with the independent contractors. If that information was
not available, commission staff asked the company to explain why it was able to identify the
amount of revenue but not how many trips the revenue represents.

Mr. Sherrell responded, through Paul Kajanoff, Shuttle Express’s Chief Financial Officer, stating
in part:

This does not mean 4 % were ‘not’ completed within normal guidelines, What it does
mean is we are sensitive to the convenience/service to travelers using our services. . . .
We feel there is a length of staging time that is acceptable and one that is not. Once we
have a staging time in excess, which is . . . 45 minutes or longer, we seek to find these
travelers an alternative to get them on their way. . . . Because we have affiliated
independent towncar operator[s] who are regulated, licensed and insured, we have a
viable, legal alternative. I address the legality due to they are licensed for one stop
service. Our UTC license for Auto Transportation is multi stop. Conversely, if we were a
single stop operator as the towncar affiliates are, we would not need a UTC license.

Thus, when staging time is starting to get in excess and there a[re] towncars available, we
offer travelers . . . the option of upgrading their travel from a multi-stop van to a single
stop towncar at no additional cost. . . . These travelers receive a single stop trip, and thus
is a viable option to waiting for a multi stop Shuttle Express ride at a later time. It is
important to understand there are two distinct services/qualifications for using a towncar,
Going to the airport the concern is making a flight and the consequences that this entails.
This is what we deem to be a rescue by a towncar, limo or whatever other means we may
find available. . . .

As you questioned, last year we had revenues of $710,438 (12,075 trips), which is
approximately 5% of Shuttles regulated revenue. . . . Rescue is a part of the number, as
well as upgrades out of the airport. We handle rescues differently than upgrades out of

" Docket TC-112072, commission staff Open Meeting memo at Appendix E, starting at page 76.
¥ August 28,2012, email from Belty Young to John Rowley at Appendix K, starting at page 126,

10
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the airport with relation to legality. Out of the airportis a smgle stop, rescues is [sic]
getting travelers to the airport as required.'®

Commission staff rémained unclear about how rescue trips are actually provided and, on October
17,2012, asked the following clarifying questions of Mr. Sherrell by email:"”’

1. Arerescue trips provided as single stops by town cars or limos as well?

2. If one of your multi-stop vans has.a flat tire or another condition exists that requires a
“rescue service” while picking up or dropping off multiple passengers at different
locations, how do you transport the waiting/stranded passengers?

a. Do you dispatch another van to pick people up?
b. Do you upgrade passengers to limo or town car service? If so,
i. Are limos or town cars sent to pick up each individual customer?
it. Do limos or town cars make multiple stops to pick up multiple
passengers? '

Mr. Sherrell responded that when a rescue is required, the type of vehicle is secondary to the
services required. Shuttle Express guarantees people will make their flight.”

Because Mr. Sherrell’s response did not fully answer commission staff’s questions, David
Danner, then-Commission Executive Director and Secretary, sent Mr, Sherrell a data request on
October 31, 2012." Mr. Danner’s data request reiterated staff’s previous questions and informed
Mr. Sherrell that if commission staff did not receive specific answers to the questions, it would
ask the commission to order Shuttle Express to provide the information.

Mr. Sherrell responded that delays create the need for Shuttle Express to provide rescue service,
and the most common source of delays is bad traffic. If traffic or other circumstances cause a '
delay to a share-ride Shuttle Express van, a dispatcher checks to see if another van is in the area
and determines if it will not inconvenience other travelers. If another Shuttle Express van is used,
dispatch re-routes and changes assignments to other vans to get back on schedule. Independent
contractors are used as a last resort in these cases and are not scheduled ahead of time for

regulated service.”

¥geptember 21, 2012, email from Jimy Sherrell (through Paul Kajanoff) to Betty Young at Appendix L, starting at

page 129,

" October 17, 2012, email from Betty Young to Jlmy Sherrell (through Paul Kajanoff) at Appendix M, starting at
page 131,

B October 19, 2012, email from Jimy Sherrell to Betly Young at Appendix N, statting at page 132.

¥ October 31, 2012, letter from David Danner to Jimy Sherrell at Appendix O, starting at page 133.

» November 15, 2012, letter from Jimy Sherrell to staff at Appendix P, starting at page 139.

11
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In response to commission staff’s question of whether Shuttle Express utilizes limousines and
for-hire vehicles to provide multi-stop service along its regulated routes when it provides rescue
services, Mr. Sherrell stated,
“Yes, when absolutely necessary as a last resort. Our share-ride vans are used whenever
possible.”!

In the event Shuttle Express dispatches an independent contractor, it notifies the traveler of the
change, the estimated time of arrival and the route to the airport.

In response to commission staff’s question about how many of the 12,075 trips represent rescue
trips and how many were upgrades out of the airport, Mr. Sherrell responded that Shuitle Express
does not have data to differentiate between rescue trips and upgrades out of the airport.

In response to commission staff’s question about how many rescue trips involved multiple stops
to pick up or drop off passengers, Mr. Sherrell stated that according to the company’s records in
its last rate case, 5,715 trips were multi-stop trips — approximately 15.5 per day.” Shuttle
Express provided a breakdown of the 5,715 trips showing how many occurred each month:*

Month/Year | Trips
Oct 2010 316
Nov 2010 283
Dec 2010 486
Jan 2011 453
Feb 2011 393
Mar 2011 434
Apr 2011 381
May 2011 445
Jun 2011 572
Jul 2011 622
Aug 2011 705
Sep 2011 625

Total | 5,715

M. Sherrell explained that because Shuttle Iixpress’s vans are now allowed to use the high
occupancy vehicle (HOV) lanes, the company is experiencing fewer traffic delays. Because of
this, and because the company loses revenue when it uses independent contractors, Shuttle
Express changed its policies and procedures in January 2012, A dispatcher is now stationed at

» January 25, 2013, response from John Rowley at Appendix Q, starting at page 143.
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the airport, enabling the company to improve efficiency. According to Mr, Sherrell, the amount
of multi-stop rescues using independent contractors has dropped to an average of 0.26 per day.
This is a decrease from the average of 15.65 trips per day during the investigation period (5,715
divided by 365 days). However, Mr. Sherrell stated that each day’s traffic is unpredictable and

rescues will undoubtedly continue to be needed.

13
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ANALYSIS OF OPERATIONS

Independent Contractors — General Operations

In commission staff’s prior enforcement investigation of Shuttle Express’s independent
contractor program in 2007, commission staff found that Shuttle Express violated WAC 480-30-
213(2) because the vehicles driven by the independent contractors were actually being
“operated” by Shuttle Express. To make that determination, commission staff evaluated the
independent contractor program in the following categories: management, contracts, operation of
vehicles, compensation, reservations and dispatching, fare tickets, and advertising24

In the current investigation, commission staff evaluated Shuttle Express’s present independent
contractor program in a similar way, focusing on rescue services. Commission staff did not
address advertising, as Shuttle Express does not advertise to provide rescue services.

Management and Contracts

Commission staff asked Shuttle Express to provide a list of all independent contractors Shuttle
Express has contracted with since the inception of the independent contractor program.
Commission staff asked Shuttle Express to include the following information for each
independent contractor:
e Name and contact information for the company.
o Beginning and end (if applicable) dates of the independent contractor relationship.
e Applicable independent contractor agreement(s) if not the May 22, 2009, agreement
already provided.
e The number of referrals Shuttle Express made to the independent contractor over the term
of each applicable agreement.
e The number of referrals accepted by the independent contractor over the term of each
applicable agreement. '
o Records of all routes traveled by the independent contractor in providing service subject
to the agreement(s).
e Copies of all reservation records referred to the independent contractor for services under
the agreement(s).
o Copies of all invoices submitted by the independent contractor for payment for services
rendered under the agreemem(s).?‘5

Shuttle Express provided the first two items only. For the remaining items, Shuttle Express stated
that the information was not available without an extensive, highly labor-intensive effort of

* Docket TC-072228 - staff investigation report.
2 March 30, 2012, letter from commission staff to Shuttle Express at Appendix F, starting at page 80.

14
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combing through archived records. Shuttle Express did, however, state that records could be
made available for commission staff to inspect.

According to Shuttle Express, independent contractors must meet specific criteria before entering
into an independent contractor contract, including standards and legal requirements for
chauffeurs serving at SeaTac airport as well as requirements of RCW 46.72A (Limousines), the
Department of Revenue, the Department of Licensing, the Port of Seattle and local cities.”

Operation of Vehicles

Under Shuttle Express’s independent contractor program, independent contractors own their own
vehicles and do not lease vehicles from Shuttle Express or companies owned by Shuttle Express.
Independent contractors are required to provide their own liability insurance in the amount of
$1,050,000. Shuttle Express provided a copy of what it refers to as an “umbrella” $5 million
combined single limit insurance policy, which it claims would cover any vehicle under dispatch
by Shuttle Express. In the copy of Shuttle Express’s insurance policy provided to staff, an
endorsement to the policy titled “Hired Autos Specified as Covered Autos You Own® shows
coverage for “any hired auto while under dispatch for Shuttle Express, Inc.” 2" 1t appears the
rescue vehicles operated by non-Shuttle Express employees are covered under the Shuttle
Express insurance policy for the required $5 million combined single limit amount.

Customer Charges and Contractor Compensation

In commission staff’s Open Meeting memo in Shuttle Express’s general rate case in Docket TC-
112072, commission staff stated that Shuttle Express charged customers the company’s
published tariff rate for door-to-door service for services provided by independent coniractors.®®
In response to commission-staff in this investigation, Shuttle Express stated that during rescue
service, the passéngers pay the fare quoted in the reservation, pay a discounted fare or receive a
complimentary fare.”” Commission rules state that no auto transportation company may assess
rates that are higher, lower, or different from those contained in the company's filed tariff. No
auto transportation company may accept a payment for service provided that is higher, lower, or
different from the rates contained in the company's filed tariff.>® It is unclear how many Shuttle
Express passengers paid a discounted fare or received a complimentary fare during rescue

service.

%6 May 14, 2012, response from Shuttle Express at Appendix G, statting at page 84.

7 Shuitle Express insurance policy page at Appendix G, page 91.

%8 March 8, 2012, Open Meeting memo in Docket TC-112072 at Appendix T, starting at page 80.

» July 16, 2012, response from Shuttle Express at Appendix 1, starting at page 95.

P WAC 480-30-276, Tariffs and time schedules, companies must comply with the provisions of filed tariffs and time

schedules,
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Shuttle Express charges independent contractors 34 percent of collected fares to cover Shuttle
Express’s fees. The contractors collect fares from customers, pay Shuttle Express’s fees and keep
the remainder for themselves. Shuttle Express processes credit card payments on behalf of the
contractors, and excess funds from credit card prepayments accumulate at Shuttle Express.
Twice a month, Shuttle Express settles accounts with the contractors to return these funds.’’

During the test year for Docket TC-112072, Shuttle Express reported $710,438 revenue from
independent contractors. The company paid the independent contractors $468,889, and retained
34 percent, or $241,549, for services (such as making reservations, dispatching, ete.) that Shuttle
Express provided to independent contractors.

@gulated Revenues Shuttle Express Received from Customers $710,438
Shuttle Express Payment to Independent Contractors $468,889
Amount of Revenue Shuttle Express Retained for Providing

. . . . $241,549
Services (reservations, dispatch, ete.) to Independent Contractors

Reservations and Dispatching

Shuttle Express makes customer referrals to the independent contractors using vMDT (vehicle
Multiple Data Terminal) technology. The vMDT data transmitted to independent contractors
includes customer names, addresses, phone numbers, airline arrival and departure times, pick-up
time, fare information and other information as needed. ¥ '

When commission staff asked Shuttle Express if the company gets written permission from its
rescue service passengers to share their customer information with the independent contractors,
Shuttle Express replied, “In a rescue situation, of course not.”* Commission rules prohibit the
release of customer information (i.e., customer’s name, address, and telephone number) without

. .. 4
the written permission of the customer.”

Fare Tickets

Shuttle Express produces the fare tickets, which are then used by independent contractors to
“verify pre-paid reservations and to pass on information regarding clients who are directly billed
for services.”™’ The copies of fare tickets provided to commission staff show the printed name of
Shuttle Express at the top of the ticket. Drivers are identified by driver number or first name.®
Receipts for services provided by the independent contractors vary. Some contractors use a

1 May 14, 2012, response from Shuttle Express at Appendix G, starting at page 84.
3

Id.
'?3 July 16, 2012, response from Shuttle Express at Appendix 1, starting at page 95,
5'? WAC 480-30-456, Fair use of customer information.
* May 14, 2012, response from Shuttle Express at Appendix G, starting at page 84.
3 July 16, 2012, response from Shuttle Express at Appendix 1, starting at page 95.

16
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standard business-card type receipt which is printed by Shuttle Express. If requested, the
customer may use the fare ticket as a receipt.®” It is unclear how fare tickets are handled by
Shuttle Express during rescue service.

Safety

Because the independent contractors are either licensed limousine carriers or for-hire (town car)
operators, they are not subject to the same vehicle safety inspections or driver qualifications as
auto transportation companies. Limousines must be inspected annually by the Washington State
Patrol (WAC 204-95-080). Limousine carriers’ business records are subject to inspection by
DOL (WAC 308-83-130). Limousine chauffeurs must obtain medical certification every two
years, must be drug tested prior to certification and must participate in a random drug testing

program (WAC 308-83-140). Town car operators are not subject to vehicle inspections and have
no requirements for inspection of books and records.

When Shuttle Express utilized non-regulated independent contractors to provide multi-stop trips
on its regulated routes, those independent contractors became subject to the auto transportation
rules. Commission rules define "commercial motor vehicle” as any motor vehicle used by an
auto {ransportation company to provide passenger fransportation services over the public
highways of Washington state.® For auto transportation companies, all commercial motor
vehicle drivers must meet the same safety requirements as limousine carriers, plus other, more
stringent safety standards. For example, auto transportation company drivers must follow strict .
requirements about hours of service to ensure drivers are not fatigued. Auto transportation
company drivers must also conduct specific pre~ and post-trip inspections of their vehicles and

document any maintenance or safety issues.

Commission staff routinely inspects auto transportation companies’ vehicles, books and records
to ensure the company is meeting its safety responsibilities. The commission has specific safety
regulations for auto transportation companies, including parts of Title 49 Code of Federal
Regulations (CFR), adopted by reference, related to vehicle and driver safety requirements
(WAC 480-30-999). Auto transportation companies must follow all the requirements adopted by

the commission, including3 %,

e Part 40 — Procedures For Transportation Workplace Drug and Alcohol Testing Programs
o  Part 382 — Controlled Substance and Alcohol Use and Testing

o Part 383 — Commercial Driver's License Standards; Requirements and Penalties

o Part 379 — Preservation of Records

o Part 380 — Special Training Requirements

T May 14, 2012, responsc from Shuitle Express at Appendix G, starting at page 84.
B WAC 480-30-211, Commeéreial vehicle, defined.
PWAC 480-30-221, Vehicle and driver safety requirements.

17
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e Part 385 — Safety Fitness Procedures

e  Part 390 - Safety Regulations, General

o Part 391 — Qualification of Drivers

e Part 392 — Driving of Motor Vehicles

e Part 393 — Parts and Accessories Necessary for Safe Operation

o Part 395 — Hours of Service of Drivers

e Part 396 — Inspection, Repair, and Maintenance

o  Part 397 — Transportation of Hazardous Materials, Driving and Parking Rules

The vehicles and records of the non-regulated independent contractors Shuttle Express used to
provide multi-stop trips on Shuttle Express’s regulated routes were not inspected by commission
staff. This means that commission staff has no way to determine if the independent contractors’
vehicles, books and records meet the commission’s safety requirements that auto transportation
companies must follow. It also means Shuttle Express’s customers, who were transported by
non-regulated independent contractors during multi-stop trips on Shuttle Express’s regulated
routes, may not have had the same safety protections as those customers transported by Shuttle
Express’s drivers in Shuttle Express’s vehicles.

18
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Commission statf has determined that Shuttle Express violated the settlement agreement
approved by commission Order 01 in Docket TC-072228. Within the settlement agreement,
Shuttle Express admitted violating WAC 480-30-213 and agreed to comply with all applicable
rules and statutes enforced by the commission.*’

RCW 81.04.010(11) states that a common catrier ... includes ... auto transportation

companies...”
RCW 81.04.010(16) states that a public service company “... includes every common catrier.”
RCW 81.04.380 Penalties — Violations by public service companies states, in part:

“Bvery public service company ... shall obey, observe and comply with eVery order, rule,
direction or requirement made by the commission under authority of this title .... Any
public service company which shall violate or fail to comply with any provision of this
title, or which fails, omits or neglects to obey, observe or comply with any order, rule, or
any direction, demand or requirement of the commission, shall be subject to a penalty of
not to exceed the sum of one thousand dollars for each and every offense ...”

Between October 2010 and September 2011, Shuttle Express violated the settlement agreement
approved by commission Order in Docket TC-072228 when it utilized independent contractor
drivers, in violation of WAC 480-30-213(2), to provide multi-stop service along its regulated
routes to provide rescue services at least 5,715 times.

Commission staff has determined that Shuttle Express’s current independent contractor program

also violates these commission rules:

o  WAC 480-30-213(2), Vehicles and Drivers, which requires the driver of a vehicle
operated by a passenger transportation company to be the certificate holder or an
employee of the certificate holder.

In its current independent contractor program, Shuttle Express admits that it uses
independent contractor drivers to provide multi-stop scrvice along its regulated routes to
provide rescue services. The independent contractors do not have auto transportation
certificates and they are not employed by Shuttle Express, yet the independent
contractors’ vehicles appear covered under the liability insurance policy of Shuttle

Bxpress.

®7C-072228 commission Order and settlement égreement at Appendix C, starting at page 42.
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Commission staff finds that Shuttle Express operates the passenger transportation of
these independent contractors because it dispatches them to pick up passengers and
transport them along Shuttle Express’s regulated routes and because Shuttle Express
provides liability insurance coverage for the independent contractors’ vehicles.

Between October 2010 and September 2011, Shuttle Express violated WAC 480-30-
213(2) when it utilized independent contractor drivers to provide multi-stop service along
its regulated routes to provide rescue services at least 5,715 times.

o  WAC 480-30-216(6), Reserve Equipment, requires all auto transportation companies to
maintain sufficient reserve equipment to insure the reasonable operation of established
routes and fixed time schedules. Shuttle states that it does not overbook and has sufficient
vans and drivers to handle each day.‘”

In Pacific Northwest Transportation Services, Inc. d/b/a Capital Aeroporter’s (Capital
Aeroporter) application for an extension of its certificate in Docket TC-111619, Capital
Aeroporter sought to extend its certificate to provide service within Shuttle Express’s
existing service territory. Shuttle Express protested the application stating, in part:

“Shuttle Express operates a fleet of approximately 100 vans and 15 buses. ...
There is no public need for the Applicant’s proposed, duplicative service, as
Shuttle Express’s existing equipment is not fully utilized and is available to
provide additional service should the need and opportunity arise’” (emphasis

added).

Commission staff finds Shuttle Express does not maintain sufficient equipment because
the company did not have its own equipment to provide “rescue service” and, instead,
contracted out its auto transportation service to independent contractors,

Shuttle Express violated WAC 480-30-216(6) when it utilized non-regulated independent
confractors at least 5,715 times to provide multi-stop trips on Shuttle Express’s regulated
routes between October 2010 and September 2011,

e  WAC 480-30-456, Fair Use of Customer Information, prohibits the release of
customer information (i.e., customer’s name, address, and telephone number) without the
written permission of the customer.

I November 15, 2012, letter from Jimy Sherrell to commission staff at Appendix P, starting at page 139.
*2 Relevant excerpt of Shuttle Express protest in Docket TC-111619 at Appendix R, starting at page 145.

20



Exhibit No. __ (WAM-26X)

Shuttle Express, Inc. ~ Staff Investigation Report TC-120323

Shuttle Express shares the customer’s name, address, and telephone number with
independent contractors when making referrals to the contractors for rescue
transportation services,*

Commission staff finds Shuttle Express does not obtain written permission from the
customer to share personal customer information.

Shuttle Express violated WAC 480-30-456 when it shared customer information, without
written customer permission, with independent contractors through referrals for rescue
transportation services at least 5,715 times between October 2010 and September 2011,

Recommendation
Staff recommends the commission file a complaint on its own motion setting forth any act or
omission by Shuitle Express that violates any law, or any order or rule of the commission, as

provided by RCW 81.04.110.

The commission could penalize Shuttle Express up to $1,000 per violation for 22,860 total
violations of commission rules, as provided by RCW 81.04.380. Through its enforcement
policy, the commission considers the following factors when determining the level of penalty to

be imposed:

1. How serious or harmful the violation is to the public.
Commission staff belicves that Shuttle Express’s use of indépendent contractors to
provide auto fransportation service did not put the public in imminent danger. However,
staff has no way to determine if the independent confractors’ operations, vehicles, books
and records meet the safety requirements that auto transportation companies must follow.
Shuttle Express’s customers, who were transported by non-regulated independent
contractors during multi-stop trips on Shuttle Express’s regulated routes, did not have the

- same safety protections as those customers transported by Shuttle Express’s drivers in

Shuttle Express’s vehicles,

Shuttle Express’s use of independent contractors may have been harmful to other auto
transportation providers. In Pacific Northwest Transportation Services, Inc. d/b/a Capital
Acroporter’s (Capital Aeroporter) application for an extension of its certificate in Docket
TC-111619, Capital Aeroporter sought to extend its certificate to provide service within
Shuttle Express’s existing service territory. Shuttle Express protested the application on
the basis that its existing equipment was not fully utilized and available to provide
additional service should the need and opportunity arise. However, Shuttle Ixpress did

S May 14, 2012, Shuttle Express response to commission staff’s information request at #4 at Appendix G, starting at
page 84.
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not use its existing equipment to provide rescue service on 5,715 occasions during the
investigation period.

2. Whether the violation is intentional. Factors include:
o  Whether the company ignored staff’s previous technical assistance.
e  Whether the company committed previous violations of the same statute or
regulation.
o  Whether there is clear evidence through documentation or other means that show
the company knew of and failed to correct the violation.

Commission staff believes Shuttle Express willfully and intentionally violated
commission rules. We offer the following in support of this statement:

» Shuttle Express has deliberately ignored commission staff’s previous technical
assistance regarding independent contractors. As outlined in commission staff’s
investigation in Docket TC-072228, the commission and its staff have provided
technical assistance to Shuttle Express about the use of independent contractors
many times, beginning in 2004. When Shuttle Express first proposed its
independent contractor program, commission staff advised the company that such
a financial, legal and operational arrangement between Shuftle Express and its
independent contractor drivers would constitute a lease of Shuttle Express’s
certificate, requiring commission approval and requiring the independent
confractor drivers to abtain auto transportation certificates. Commission staff also
advised Shuttle Express that it would be in violation of state law if it conducted
business with independent contractors in the manner proposed.

Commission staff repeatedly advised Shuttle Express to either petition the
commission for a declaratory ruling about the legality of the company’s
independent contractor program or to file an application to lease the company’s
certificate. Instead, the Commission found in TC-072228 that Shuttle Express
chose to operate an independent contractor program in violation of commission
rules, heedless of commission staff’s technical assistance and advice,

In the current investigation, commission staff found that Shuttle Express
intentionally chose to continue operating an independent contractor program
despite previous technical assistance.

¥ Shuttle Express committed previous violations of the same rule. In April 2008, the
commission penalized Shuttle Express $9,500 for violations of WAC 480-30-
213(2). In the current investigation, commission staff identified at least 5,715
violations of the same rule.
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» Between October 2010 and September 2011, Shuttle Express knew or should have
known that it violated the settlement agreemént approved by commission Order in
Docket TC-072228, and that it violated WAC 480-30-213(2), when it utilized
independent contractor drivers to provide multi-stop auto transportation service
along its regulated routes to provide rescue service.

3. Whether the company self-reported the violation.
Shuttle Express did not self-repoit the violations outlined in this investigation report.

4. Whether the company was cooperative and responsive.
Shuttle Express did not display full cooperation or responsiveness during staff’s
investigation. Rather, Shuttle Express delayed and obstructed the investigation by
providing nonresponsive answers to staff’s information requests. Further, the company
refused to provide specific information requested by staff on several occasions, stating it
would be “cumbersome, time-consuming and impractical to provide the information.”
However, Shuttle Express offered to make its records available for commission staff to
review. At one point during the investigation, the commission’s Executive Director sent
Shuttle Express a data request on behalf of commission staff because of the company’s
failure to provide specific information. This ultimately prompted the company to provide
some, but not all, of the requested information.

5. Whether the company promptly corrected the violations and remedied the impacts.
Shuttle Express has told commission staff that it adjusted its business practices in January
2012 to reduce the use of independent contractors to provide multi-stop rescue services

on its regulated routes,

6. The number of violations.
Commission staff considers the number of violations in this investigation to be
significantly high (22,860 violations over a 23-month time period). Commission staff’s
previous investigation of Shuttle Express’s independent contractor program identified 95
violations during a one-month investigation period. '

7. The likelihood of recurrence.
While Shuttle Express has adjusted its business practices to reduce the use of independent
contractors to provide multi-stop rescue services on its regulated routes, the company
also stated that each day’s traffic is unpredictable and rescues will undoubtedly continue
to be needed. This means the violations likely continue today and will recur.
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- 8. The company’s past performance regarding compliance, violations, and penalties.
Commission staff reviewed Shuttle Express’s penalty and compliance history for the past
ten years, The company has consistently demonstrated compliance with commission rules
and regulations in the following areas:

e Annual reports and regulatory fees

o Regulatory filings (tariff, rate case, etc.)

e Safety compliance reviews
The only penalty assessment the commission issued to Shuttle Express during this time
period was $9,500 in Docket TC-072228 for violations of WAC 480-30-213(2). Pursuant
to a settlement in this proceeding between commission staff and Shuttle Express, which
the commission adopted, Shuttle Express committed not to violate WAC 480-30-213(2)
or any other applicable laws and rules enforced by the commission.

9. The company’s existing compliance program,
Shuttle Express complies with commission rules, with the notable exception of those
rules that the company has violated in order to continue to use independent confractor
drivers. Continuing to operate an independent contractor driver program, in direct
violation of the settlement agreement adopted by the commission in Docket UT-072228
and with full knowledge that the practice violates commission rule, reveals an ongoing,
willful and deliberate disregard for compliance with commission regulation.

10. The size of the company.
Based on the number of annual intrastate miles traveled, Shuttle Express is the largest

auto transportation company regulated by the commission. The company reported just
over 7.1 million miles traveled and approximately $13.1 million in gross intrastate
operating revenues for 2011.

Summary

In 2005, commission staff clearly explained to Shuttle Express that its independent contractor
program was contrary to statute and would constitute a lease of the company’s certificate. In
2006, the commission advised Shuttle Express in a rulemaking that the law does not allow auto
transportation companies to use independent contractors as the company had proposed. In 2008,
the commission assessed a penalty of $9,500 against Shuttle Express for using independent
contractor drivers in 95 violations of commission rule, or $100 per violation. Shuttle Express
entered into a settlement agreement with commission staff, agreeing to the penalty and agreeing,
in the future, to comply with all applicable rules and statutes enforced by the commission,
including those at issue in the current investigation.

Despite prior technical assistance and enforcement action, Shuttle IExpress crafted a revised
independent contractor program to provide regulated services that was even broader in scale,
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providing illegal service in 5,715 instances, violating commission statutes, rules, and the

settlement agreement.

Commission staff considers each of the 22,860 total violations found in this case to be more
serious than the 95 violations in the 2008 case because the company had full knowledge that the
practice violated commission rule, and it reveals an ongoing, willful and deliberate disregard for
compliance with commission regulation. In addition, the company knowingly violated the terms
of the settlement agreement and commission order.

Shuttle Express should have never entered into the independent contractor agreements, should
have never provided the illegal service in 5,715 instances, and should have never retained
$241,549 revenue generated by the illegal services.

Considering all of the factors and information outlined above, commission staff recommends a
penalty of $250,000, which represents the approximate amount of revenues retained by Shuttle

~ Bxpress from the company’s independent contractor program. This penalty, staff believes,
strikes a balance between the number of the violations and the company’s willful and deliberate

disregard of commission regulation.
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APPENDIX G

RECEIVED

May 14, 2012
. MAY 212012
Washinigton Utilities and Transportation Commission

1300 . Evargrasn Park Drive SW Mm
Box 47260

Olymapia, WA 88504-7250 WASH UT &TP CO
Atlenllon: Belly Young,

Ra; Indepentlent Conlractor Program - Information Reqguest
DNaar Ms. Young:

Shultle Express was bom twenly tive years ago. Al that time the State did not know how to classify Its service bacause it Is
neither o schoduled sewlce nor a taxi -- [t falls some Where In halween. Shutlle Expréss serves the public by combining
togelwer mullipls customer slops fiom s genaral sred o Blong « roule, Transpoding mulliple pardins uslng this "share- tho-
ride” service model moans sarvics cosls are spread among mulliple pardies. Fares are then sliuclured on the presumplion
of mulliple stops. The resulling fares are lower then for a service transporling only one parly at a time.

To malintain reasonable tares coupled with pay sufficlent to relaln good drivers, & timely oporation Is extremely importani,
Thusg, grouping logether muliiple stops to the airport, and efficiently grouped routing back aut of the airpoit -« In a limely
manner -- is absolulely necessory o run o successful transportation business, With poor tining and inefficiency, company
cosls are increased +- which exerls upward prossire on fares. The end result is puoc service and mduced fdership,

Shulife Expross has bacomo very adapt fo this roufing and fiming challangre with ovarwhelming success — as evidenced by
a customsr base which has climbad to over 750,000 usars. One of the bigges! challanges in Seallls snd neighboring
communtiiles I8 traffic snarls. Trafflc snatls rastict van movement both on local anterials and on state routes, While Shutlls
Expross maintiing wisonably fares, s operalion must also be Umsly, #5 alport-bound cuslomers will miss fllghts if
arriving late, Thus, cuslomue’s main concem senlers aiound ariving gt the girporl on tima, To holp alivviate cuslomer fimy
concerns, Shullle Express offers a "flight guarantee” that customers will make their flight, On occasion when & van is hung
up In Iraflic or olher delays, Shullle Express uses all iis resources as s resous to ransport customers on thme for thelr flght.

Shoilly afler the birlh of Shullle Express, a plan was devised to rescue cuslomers when dslays threatened a missed flight.
Initlally, Shultie Express used taxicabs for rescues. Shullle Exprese guarantesd the booked tariff to the customer, and pald
the taxi company the difference belween the taxi fare and the Shullle Expross Eaifl,. Aller somo ton years, Shullln Expross’s
insurance company informed us that use of a taxi for rescue left Shutle Express fully liablo for any service or safely
CONSOQUONGDS,

R was clear that Shuttle Lxpress had no control over this taxl use liabilily. In conversation with the president of a major taxi
company wa were {old thal if that company drug tesled Its drivers, they would probably lose half of them. Clearly, Shutlle
Express nesddd 1o tespond W sush liabifily concerns, At that same lime, Shutile Express had inlroduced o lown car sorvice,
Because (he laxi indusiry was in shambles, Shullle Expross lotally discontinued using faxis as a rascue resource. From thal
fime forward, Shultls Express has used only affilate Independent contraclors who adhere to srict safely standards of
Shutlls Expross, who are compleloly curront with stato and local liconsing, background check, and drug tosting
raquiraiments, and who are monftored (o Insure compliarice with all the requiromants stated in this roply docunent.

Thore have baen no complaints for upgrading servico and honoring fares for customers using an affiliate of $ hutlle Express,
This service Is actually an upgrade which slfows Iravelars o dupand on the pomised services of Shullis Fxprass. Williool
this rescue prograny, lravelers would miss flights, pay higher taxi fares, or pay expensive airpor parking fess, and most
cartainly notuse Shutlle Express sevices (o the degree that they do taday.

Regulalions are not violated, as town cars and fimos arg licenssd to provids single slop service.

Respactifly submiited,

Jimy Sherrell

Fresident

Encl:  Shullle Expross Responses o WUTC lalter dated March 30, 2012
Indlependent Contracior Roster
Independoent Contractor Agreements (714705, 4119107, 9/26/08, 5/22/04)
Shulile Exprass Insurance Policy
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Shuttle Fxpress Response to WUTC letter dated March 30, 2012

INDEPENDENT CONTRAGTOR PROGRAM

1. Whon ditl the cuyrent independent program hegin?
The first Independent contractor slaned an Agreement with Shuttle Express on Octéher 31, 2008,

lnu lnde,pendsnt Contractor Aqreement" daied March 22, 2009.

Is this the mast repght verslon of the agreement?
Yes.

Were thero oniller versions of this agreement dating back to the program's lnceptian? If so, pleasé
provide coples of each verslon

There were earller versions of (he Agreeinent. ‘

711405, A19)67, 0126108, 6/22/09

Coples attached. .

3. Pleaso doscribe in detail how the Indepondent contractor program works,
Shutile Express, 2 hansporlauon sompany which bffers: transpm tvla various niodes, accepls reservations for
“luxurytransportalion" using execulive setlans, SUVs, dnd six- und eighi-passengsr linjousineg, To dccomplish
the work Shuule Express contracts wnh a number of mdependent coplractors to provxde the specmc luyury

work

Each conlractor, as ah Independent business, provides all necessary licenses, credentials, perrmits, VGth\G(S)
commuriication devices (smart phones, YMDT units, ele.), feas, and ofher onls” neaded in petlotin waork as a
fuxury transportatlon carrler, As the conlractor providing service, each one gollects fares for'the transportation
and pays all expensés aysociated with running thelr business from the fares thay collect — same as any business
would, Those who accept referrals frons Shullle Express pay Shultle Express a fes for marketing \he services, for
managing the reservations, for doling out the referrals, and for processing the credil card payments.

Independent confractors serva other transportation companles as wall as their own stand-alone business clionis.

5

4. If not answerved in #3 above, please answer the following questions:

Are the services providad by mdependent sonfrastors considered regulated service, included within the
authority pravided to Shuttle Cxpress in its certificate issued by the comnission?
Limousine chauffeurs (the Individuals) and carrers {the businesses) are regulaled under RCW 16.72A,

the Limo Law and WAG 308-83,

HQW does Shuttle Express malke customer referrals to the independent contrastors? What Informat;on
does the roferral includs? (e.g. customar namo, addrass, telephone numpor)?
Technoiogy has changed the communication progess belween Shutlle Express and ihe contractor
businesses, At one time, the referrals were communicated hy pager with feedback via cell phone. As
smart phones came-hlo exislence, a compuler program allows for use of smarl phone technology via
‘touch-scresn smark phones or tough-screen tablels. Presently, communioation happens via this yMDT
{vehicle Multipfe Data Terminal) technology.

vMDT communieation includas the obviously-nesded nante of client, address, phone contact informatfon,
afrline amval or depatture infotmation, pick-up time, fare mformatlon, and any othei inforfation needed to’
support the contractar In providing as quality of setvice as possible.

W.UTC /12 fiasponsa 10 WUTLA/30 1T Information Réquest
Retsrred §44S 17
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Do faro tickets or vrecaipta for sarvices provided by the independeont contractors display Shuttie Express's
name or the indapendent contractor's nama?
"Fare Tickets” display both names. The Uckel is produced by Shuttle Expross to bo used among a variety
of services, but Is anly used by independent confractors o verify pre-paid réservations and o pass along
information regarding clients who are direclly billed for service.

Recelpls vary. Some contraclors use a standard busihess-card lype reccipt which Ia printed by Shutlle
Express, and If requested by a client, may use a fare {icket as a receipl. Many conlraclors use a card
which identifies them as an Independent Chauffeur with thelr own eall number, and a Reservation note to
call Shutlle Express as their booking agent. The card also explains to the client how (o engage the
conlractor as thelr "preferred driver."

Those cards are provided by a contractor al their oxpense. Shutlle Express does not approve the Shullle
Exprass logo for use on cards provided by a contractor

How are independant contractors pald by Shuttie Express? Please desciibe the process.
Independent contractors are NOT "paid” by Shullle Express, As mentioned above, the contractor collects
e lare from the cllent, pays all thelr expenses, and keeps the remainder ("profit"} for themselves,

How does Shuttle Express recelve the fares received by the customers of the Indepandent contractors?
Please describe the process.
See the above response. Because Shullle Express processes credit card payments an behalf of the
contractor {which Is part of the fee charged by Shuttle Cxpress for their work), excessive monies (from the
credit card pre-payments) accumulate at Shultle Express. Twice a month, Shuttle Express setlles
accounts with ndopendent contraclors, to relurn credit card monles which belong fo therm.

When you spoke with copunission staff Mike Young on Jonuary 12, 2012, you indicated that drivers are
paid a commission for “othar services.” Please describe what those services are and the amounts that
your company pays independent contractors to provide them,

Not sure what the reference la "other services [s.

What does $hultle Express chargo independent contractors in terms of feea? Please describe the
process,
As slated above, Shutlle Express charges a fee for the marketing, reservation, dispatching, and credit
card protessing services which are provided {o independent contractors.

Prasently (hat fee is 34% of the collected fares,

Please degcrlbe the "Preferred Driver " program,
The reservalion program used by Shuttle Express allows a guost {o designate a preferred imo or townear
driver - olthor for a single transport, or as a permanent preference for alf fulure ransfers using a limo or
townecar, A program has been developed such that clients who particularly enjoy the service provided by
a spedific chauffeur can contact the limousine operation manager lo request that spedific chauffeur be
added to thelr dala base proflle as thelr "proferred driver.”

Subsequently, whenever that client calls Shutlle Express for a limo or towncar transport, the preferred
driver's name comes up for {he dispalch office to see. Dispatch calle the contractor chauffeur - asking
them if they are avallable and wish fo accept the work. The contractor has the yes/no option, arxl if no,
then the work Is offered to another confractor, The preferred driver program is intended to give
contractors an apporlunily to build A clientels within the database of guests regularly served through
Shuttle Express for limo's or towncats only,

WAL / 12 Response to WUTC 4720 1C tntormation Request
Reviced 5-14-12
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5, Please provide a list of all Independent contractors Shuttle Express has contracted with shige the Inception of
the Indlependent dotitrddtor program. :For eagh ladependent contractor, hiclude the following Infoimation.

DRIVERS

The fellowing information is readily available and included In aflached documents:
s Name and contact information for the company
«  Beginuing and end {if applicable} dates of the Independent conteactor refationship

‘The following informalion Is not available wiihout exlensive, highly labor infensive eﬁor! combing through

archived records, Records can be made available for UTC personnel to look-at,

» Applicable Independent agroement(s) if not the May 22, 2009 agresment

¢ “The niimber of referrals Shuttle Expréss made to fho indepandent eoritractor bvor the term of
each applicable agreement,

s Thé numiber of referrals acceptad by tha independent contractor over the term of gach
applleable agréement.

s Reocords of all routes traveled by the Indepr-ndent contractor In providing service subject fo
the agreement{s).

s Coples of all reseyvation records refer red to fhe Independent contractor for services under the
agraament(s)

¢ Coples of all involdes sibmitted by the Independent contractdr for payment for ssrvices
rendered unider the agreement(s)

6. Commission staff assumes nona of the Indepondent contracior drivers are employses of Shuttle Express. Is
this accurate? .
Yeos.

7. Does Shuttle Express have any minimum qualifications drivers must meef hefore entering into an Independent

contrastor relatlonship? Whatare those quahﬂc'monﬂ
Shuttle Express's Independent Contractor Information Sheel gives the following information regarding standards

and legal requirements for chauffeurs serving SeaTaa airport:

&

*

®

© & @ & ®w 2 ¢ & o

A curent Washliztan Drivers Heensa in good standing {CHLIs not required)
Hayve had possesgion of a valld driver's lleense for a minimum of the post B consecutiva yaars
A proven safe-diving record and demonstration of safe driving hablts on the road
o Nomore then 3 toving violations and/or pr eventable aceidents i the past 3 years
o Noliistory of suspended or peyoked license
v Ne convictions for any fotor vehicle involved felony o HUI / DWI violations
Independent_@onuaczor chauffeurs muist be at least 22 years of aga.
Able to pass a D,0.T, physleal exam

Pasa a natlon-wide g rim!nal background chec
Ably o ublain g Chatfféur Credenlial
Instiranes companieg may require ? ypars of rormercial driving pyprrience (or equivalsir)
Ability to sit ond drlve for long perlods
Ability te manage luggage of cllents
Proflclent English language cominunization, both verbally and fn writing, In order foi
o understand and be understood by quests and Shuttle Expresa dispatehers -
o fill out varled forms (fare tickets, credit cord glips, datly nvalces, accident vepopts) carractly and leglbly
Podsess computation abilities dufficient endugh to do sifuple math ag required to!
o read and comprehend posted fares and scheduley
o accept varioti forms of payment and give corvect change
o properly and accurately complete tvoice forms.
Ability b0 use the Thomas Streef Gylde Directory apd GPS 1miis $o find the correet Incatton of addresses ina

three-county area

L WWULTLG /12 Hedponse to WUTC 4/30 IC Information Requoest
Rovised 5 1 12

88

(WAM-26X)



Exhibit No. __ (WAM-26X)

Shuttle Express, Inc, — Staff Investigation Report TC-120323

In addition, {here are multiple requirements from varlous agencies: Slale DOR, State DOL, Port of Seatlle, local
cities, as well as requirements established in RUW 46.72A. Those qualitications are listed below. Shutile
Express mainlains a file for each independent contractor containing written verification that each of these
requirements ate met, Bhullle Express requires wrilten confirmation of renewat for any expired item prior to
offering any referrals subsecuent {o the expiration date,

NaORr
Current open UBI account {(Master Business License)
State Limousine Garrler License

DOL

State Limousine Vehicle Cedificale

Vehlcls Safely Inspuction

Cardificata of Habliity Insurancs (1,050,000 C31)

RCW 46.72A

Minimum 21 years of age

Cumrent WDL

Suecesaful completion of Chnuffeur Training Course & Exam
WSP Background Check

Nrug Test and Random Drug Testing

Satlsfactory Driving Record

Current DOT Medical Card

Port of Sealile
Ground Tranaportation Parmit
Liabilily Insurance ($1.060,000)
Vehicla Limo Cerificale {from DOL)
King County For Hire license, or
Port=approved Chauffeur Credential
{Mirrors RGW roquirements plus Successful complelion of National Sufaty Council an-line Defensive Driving Gaurae)

Local Ciliss
Some rsquirs a cily business lcense if operator pleks up within the city

VEHIGLES

8, Do the Independent contractors own or lease their own vehiclas?
Oown

Do any independent contractors lease vehlcles from Shuttle Expross or companies owned by Shuttle Express?
No.

INSURANCE COVERAGE
9. It appears the contract requires Independent contractors to provide thelr own liability Insuranse.

Is this accurate?
Yes.

What levels of insurance does Shuttie Express require Independent contractors fo maintain?
As required by the Stale and Port of Seattie — both currenlly $1,050,000 CSL

Does Shuttie Expross verify the Independent contractor has the required insurance?

Yes.
If so, how?
Requires current Cerlificate of Insurance with Shullle Express named as additional insured.

Shullle Express {o be notified in evenl of policy cancslialion for any reason,

With respect to each independent contractor, please provide documentation of all the insurance
verifications Shuttle Express performed during the past year,
UTC staif are welcome {o inspect files malntained for each independent conlraclor which includes
a complete record of all Certificales ol Liabifily lsurance sinca conlrac! was activaled.

WALLC, /12 Response to WUTL A/ 1C (nformation Request
Revisad 5-14-12
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You previously told sommlasion staffthatSlmltle Expreds holds an "umbrella” instiranice policy which
would cover the !ndepcndont contractars In case of an accldent. Pleaso dedoribe how this polloy works
and provide a copy of tha Insurafice dopy.

Any vehicle under dispatch by Shutlie Expros* s coverad with $5 millien GSL.

Alachment enclosed.

SHUTTLE EXPRESS TRADE MARKS 1 INSIGNIA

lo it appears tha independent contractor agreament grants mdependentcontractors the use of Shuttle
Bxprass's licensod propgrty (0.4, trado marks, trade hames, logas, insignias, colors, and color combinations).

Please desoribe how independaent contractors use Shitttle EXpress’s licensed property while fulfiiling
Shulﬂe txprest. refdrrals.
“The only siluation where indépendent contractors méke use of Shullle Eypress s licensed properly is the
jogo an the hand-held sligns used at ifie alrport 16 Fdililate tontact with clients - a common practice n the
incustry.

Do independent contractors display Shuttle Expross's cortifiéate In thel¥ vehicles?
Na, )

CUSTOMER INFORMATION AND GOMPLAINTS

11, Does Shuttle Express infarm, customers when seridice will be provided by an independent wntractor?
Whan 8jwlile Express uses an lndopendcnt gonfracldr to resous a Shutile Exprass cilstomer, customers are
nofified and explained the hecessity of the rasciie. Al that thme a customer miay candel the reservalion without
penally, To the bast.of my knowledge no customers has tefused lo ride in @ linid or téwncar when offered as ills a
free upgrade in servite and vehicle.

12, Do Independent contractor drivers idenfify themselves as "Stiuttlo Express' t6 clistomars thay transport on
referral from Shuttle Express?
independent contraciors jdentify themscives as indenendent canldaclors, and sxplair that thay Kave a working
relationship with Shattle Express, and the cusloners have been fiofified prlor to afrival of the Indepéhdent
contrastor,

13, Please provide coples of all customer comphmts Shuttle Express has received based on {ransportation
provided by the indepsndent contractors.
Customer complaints on transportation provided by Indepuldeul contraclors do not exist as there have not been
any complaints,

WLULT.C 7 12 Response to WOTC 4/30 1 Wnformstion Ruduust
Revised 5-14-12

__ (WAM-26X)
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APPENDIX H

STATE OF WASHINGTON
WASHINGTON UTILITIES AMD TRANSPORTATION COMMISSION

1300 S. Pvecgreen Park Dr. SW, PO, Box #7250 » Olympia, Washinglon 9850:4-7250
(260) 664-1160 o 1YY (360) 54G-6203

Qune §, 2012

Jimy Sherell, President
Shuttle Txpress, Ine,

800 SW 16" Street

Renton, Washington 98057

RE:  Independent Contractor Program — Additional Information Needed

Dear Mr, Sherrell:

Thank you for yow response to the Washington Utilities and I'ransportation Commission
(commission) staff’s request for information about Shuttle Bxpress Ine.’s (Shuttle Fxpross)
ourcent indepemndent contractor program. Staff reviewed the response and delermined that
additional information is needed.

Ry July 16, ploase pravide the following documents and information:
Independent Confractor Program

Shuttle Expross’s xesponse appears fo deseribe the services provided by the Independent
contractors as two separate and distinet forms of service: 1) limousine and town car “fuxury
transporfution” sexvice and 2) “rescue” servive for auto ransportalion pussengers,
1. “Laxury Transporvtaiion® service: In its vesponse, Shuttle Bxpress states that it accepls
reservations for “luxury teansportation” which includes exceutive sedans, SUVs and
fimousines,! The Deputtment of Licensing confirmed that Shultfe Bxpress dovs not have its
own limousine or for-hire licenses, Therefore, it appears that Shuttle Express cither acls ag a
third-party broker to the fndependent contractors who provide limousine or for-hire services
under their own licenses and in their own vehicles or, uses independent condractors wilh

' shuttle Express May 14 response at questlon three, ‘
I . R
L

47
lu‘

<
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- Jimy Shoryell
" Juus 8, 2012 .
Page 2

“luxury (umsportation” vehigles 1o provide auto trausportation serviees for Shuttle E){:press,
or both, Please desoiibe specifically how Shuttle Bxpress opbtates s Tukuiy ransportation

‘

service. ’

2. “Resens” service: Shuitle Bxpress states that it offers a “flighl guatagiee” to ensure that auto
transportation oustomers will inako thoie flights, When a van is hung up in traffic o
otherwise delayed, Shuttls Bxpross uses the independent contractor companies to fulfill the

auto transportation service,

o Please deseribo the process when & custon,wl: is *reseued” It seems improbablo that a
éustomer alrcady on a van and hicaded for the aitport beeomes stuck in traffic and is then
transfetred to an independent contractor’s vehicle,

o How does Shuttle Tixpress differentiate belweoen (hése types of seivices (“fuxmy
transporlation” vs, “rescus® service) in its rescrvation system?

o Aic the passengets ufilizing the “rescue” service charged Shuttle Express’s tariffed auto
transportation rates?

o Does Shuttle Express pet waltten consent from ifs “reseus” passeingers to share (helr '
oustomer information with the independent contractors?

o Does the “Preferred Dyiver” program only apply to “luxury transporfation” sexvices?

Records Requegt

WAG 480-30-056 requires Shutile Bxpress to maintain complete and aceurate copies of vecords
perfaining to customer serviot on file it jts goneral office for at least three years,

Yor the last two years (May 201 1-May 2012), Lot all services provided as “rescue” services by
independent contractors, please provide the following customer service records. Please provide
the same informajion for any time during the last two yoars when independent contractors with
“Yuxuy fransporlation” vehicles pravided auto transportation services for Shuftle Hxpress.

o ‘Tuip records by route ot by trip, showing:
a. The condition that cauged the company to utilize the independent confractor-for

anto trangporiation seivices {e.g, traffic bacleups, nclement weather, elo.),
The type of transportation provided.
The number of passengers carrled,

d. The point euch passenger boacded and disembarked fiom the vehicle.

o, The fare oharged each gustomer. Please indicate if the fares were collected by the
*independent contractor or by Shuitle Fxpress,

o

Shuttle Express May 44 cover letter, .
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Jimy Sherrell
June 8, 2012
Page 3
£ Copies of ten fare tickets each for “rescue” and “luxury transportation” services
provided by independent contractoss. '

Shuttle Bxpress may provide information related to ﬂcmq a) through ¢) in spreadsheet or table
format,

Pleuse direet your response to Betly Young, Compliance Investigator, Transportation Salety, at
{he Washington Utilitics and Trausportution Coramission, PO Box 47250, Olympia, WA 98504
7250, Ms. Yunny can be reached at 360-664-1202 or by e-mail at byoung@ule.wa.goy,

Smcc:xcly,

Davul Pl all
Assistant Dircetor, Transportation Safety


mailto:bvounu@ute.vva.uuv
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APPENDIX I

S A

RECEIVED
iy 16,2012 . : JUL 182012
Washington Utifitles :and Transportation Commission W/\SH UT & TP COMM

Aftention: Betty Young
Cornpliance Investigator,
Transporlation Safoly

P.0.Box 47250

Olympiz, WA 88504-7260

Ro independent Contractor Program — Addmon’_a'l Infarmation Needed

Dear Ms, Young:

The following cormants in reply to your latter dated June 8, 2012,
1. Pleaso dascribe specifically how Shuttle Express operates its [uxury transportation service.

In our earlier response to your inquiry, we dig describe how Shutle Express oporates ifs "lusury transportation”
servieo. Howover it may be viorthwhile clarifying the term "luxtry lraneporlation” as vsed In that rekponse.

“Tho “luxury {ranspartation” term, as s often used infarrally, refers (g e Towncues, the Linousings, and the SUVs
{o which Shultle Express has access via Independent conlraclors. Those vehicles, and chauffeurs who drive them,
provide an clevaled lovel of service and comfort from olher vehicles used by Shuttle Express. However, the
geivice id opérated very much the saime as olher transportallon services: raquests for service are taken,
rosarvaiions made, and the work Is offered by dlspatchers to chauffeurs who drive the vahicles, [ thera is any
difference In thia process, It would be that Indepéndent eontractors ara free to accept or rojoct roforral offors of
wark, Olher than fhat, (he operation runs in much the same way,

To refiesh comments from our previous response:

“Shuttle Express, a transporfation company which offers transport via varlous modes, accopls fosorvations for
"luxury frangportatlon” using execullve ssdans, 8UVs, and six« and elght-passenger limousines. 1o accomplish
the waork, Shullla Exprass conltrants with &' niimbar pf Indapandent conleaflors to proVido tho specifip loxury
servica. -Shulle Evpress offers spedific refercals to available cunlraclors — who ellher accepl ot reject an offer of
work.

“Each conlractor, as an Independent business, provides all necessary llcansas, credantials, permills, vebicle(s),
communlication devices (smart phones, vMDT units, ete.), fees, and dther ools™ neaded to Perfarmwork ag a
tuxury transportation carder. Ag (he conlrctor providing service, sach one collosts Tues Tor he transporlalion and
pays all éxpenses associdted with running their business from the farés they colla¢t —~same as any business
would. Thosa who aceept réferrals from Shuttle Express pay Shullle Expresy a fee for markeling he soervicos, for
managing the resetvations, for doling out the referfals, and for processing the oredit card payments.”

To use wording from your last request, t1s a correct descfiption that "Shuttle Cxpress..acts as a third-party broker
ta the Tndependent conlractors who provide mousine.. services under heir own livenses and in lheir own
vehicles.."

2. "Réscue" vorvlce
o Please doescribe the process when a customer is “rescued,” It seems Improbable that a ctsfomer already
olt.a van and headod for the alrport becomes stuck In traffic and I then transferrad to an Indopendent
contractor's vehlole, .
Of course It Is Improbable that a cuslomer ajrendy In a vehiclo Is fransforsad {0 another vehlele —ith tha dkuaplion
of & methanical breakdown or.an aceldent. In thase siltalions, Bhutile Exprass sends the nearest uselul vehicle
{5 regoue thoss In the stranded vehicle.
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However other silualions more commonly occur which alse call for help from a second vehicle, On occaslon it
happens that a vehicle assigned to pick up a parly breaks down, or Is delaved In severe traffic, or has been given
wrong location Information, or (God forbid) gots lost to the point of not getting lo the plck-up pointIntime. In such
a siuation, just as in the ones menlioned in the preceding paragraph, Shuttle Express foousos on using whalever
ra50Urce Nacessary to pick up the custamers and transport them 1o the destination (most often the airport) in time
to make thelr flight, or meet whatever time-critical obligation the customer has,

As ona can imagine, lhesa sltuations are lime-uritical, and don'l offer much wiggle-roum of choics. Shullle Expross
dispatchars may tuse another van, a Townear, a fimousine, an SUV (“{uxury vohiclos™), or even a bus in such a
wluslion If that declsion offers the best opportunily for a successful "rescua.”

»  How does Shultle Exproess differentiate betwesn these types of services ("luxury transportation” vs.
"rescue service") in its reservation system.

There is no difference In terms of the chauffeur or vehicle Usad for a rescus as doscribed above. Cloary Shultie
Express does not anticipate a problen when a reservalion Is made, so no reservallons are made under any sort of
*Rascue” Hst. All work passes through the dispatoh section — vhether It be a polnt-to-point transfer, an alrponrt
transier, nr a rascua of anothar vahicla which is stick in ona of tha situationg mentinnad ahove.

Being that & "rescus” ls 0 last-secand rosponse to an unexpected nced which Shutlle Express must accommodale
it # Lty fastdon within vur noanal operation, there Is no place for "rescus resevalions.” When a vehlclu is
callod on to make a resous, a nole is often addad 1o the resarvation to help exptaln why the orlginal vehicls did not
complele the run, as well as lo provide information to compansate the: "here” driver for making the resoue.

o Are the passengers utllizing the “rescue” service charged Shuitle Express's tarlffed auto transportation
rales?

Shullle Express works la & higher standard than o take advantage of the travsling public due to acsidents, traffic
delays, our own Internal errors, aor driver mielakes. When a problem occurs which requires the uee of a second
vehicle lo provide transport service, the passenger(s) elther pay the fare quoled in thelr reservation, or more
commonly, a discounted farg, or even a complimentary fare -- due (o the abnormal situation and stress on the
lraveler. There is naver an upcharge to a guest due lo a rescue situation, and Shuttle Expreas absorbs any added
costs —~ most usually compensation to both drivers Involved In the process.

s Does Shuttio Express got wiitten permission from its “resoue” passengers to share thelr customer
Information with the Independent contractors?

It & rescue silualion, of cuurse nol. By ils very nature, these situations are shorl on e, and quickly pul logether,
Thero s noithor timo nor praclicality to golwritten permission. Shultlo Express has received no complaints about
rescuing ravelers whose fime elementis truncated due {o unforeseen abnormal eivcurmstances, Customer
information from @ rescue situation is the same Informatlon on any raservation: name, address location, plek-up
tims, dastlinalion, fare.

«  Doos the “Preforved Driver" program only apply to “luxury transportation services?

The shor answer is probably “Yes," Much of the work dune by Shultle Express is ol e nature hal the "next picee
ot work™ is dispatehod to the next drivar in lina." And a prafarred drver program doasn'l work walt In that
environment; il slaply creates complexity and confusion.

However, any single transpoit event could have a preferred driver listed in the reservation - and It works very wall
for the "luxury” work as described above. One oxamplo; a group leador may request a epecific driver for & long
bus trip {e.0.: Seallle to Spokane). A beller application Is the independent conlractor madel where a spscific
chauffenr can be alertet In advance, in order to aceept and ha ready to perform the work if he or she Is lisled as
iha prafarred driver for tha travelar dasiring fransport. A praferrad drivar program claarly cannot ba appliad fo work
where drivers avallabllity is random.

Regords Rayuest

Shuille Express had some 420,000+ reservations in 2011, 96% were completed within normal operation
guldolines, It Is cumbersoma, lime-consuming, and Impractical to provide the information requested below. As
slated in a previous response, (such) “..information Is not avallable without extensive, highly labor Infensive
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elforl Gomblng through archived records. Records can be made available for UTC persofine! o
examine .

Teip records by route or by tip, showlng:
a, "The condition that caused the company t6 utliize the Indepandent aontractor for aute transpariafion

services {e.g. tratflo back-ups, Inclement weather, ete,).

Az Indicated in the copy above, reservations aré not sorlad according lv restue effoils,

b, The type of transportation provided

¢. Tho number of passengers carrled,
<l. "The polut each passengér hoardec and disembarked from tho vehicle, i
v, The fdro chargod vach customer, Pleade Indicate If the fares were collected by the ndepuient

cohtractor oy by Shuttle Express. ‘
1. Coplon of ton fare tickats vach for “rescue” and "luxury transportution” services provided by
independent contractors.

Altached.

Sincerely,

o
Jimy Sherref/
Attachad: Fare tickets
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APPENDIX K
** Attachment referenced in this email is available at Appendix C.

Fromi Young, Betty (UTC)

Yor u ot

Subjects {te: Shutde Express response 1o tofis Inf 1on request - Independent contractor progsm
Datet Tuesday, August 28, 2012 2:22:00 PM

Attachiments: AC-132072 memae.pdl

Ymportance: High

John — Thank you for your response,

Rased an what we've heard from you and Mr. Sherrell in recent responses to UIC staff's data
requests, we assume that 495 of Shuttle Express’s reservations weve provided by independent
contractors. {((Mir, Sherrell stated that “... 96% of Shuttle Express’s 2011 reservations were,
contpleted within normal operation guidelines.” This means that 4% were nol completed witlin
normal guidelines. When asked how that 4% of reservatlons were completed, you stated those
reservations where completed “.. when we are late for whatever reason -- bad trafflc, a
reservation error, Inadequate GPS Information or a flat tire.”)

In Uhe rate case fited by Shuttle Express in Docket TC-112072, Shuttle Express reported annual
revenue for regulated services, including revenue associated with “indepeadent contractors,” of
$18,275,796. Shuttle Express also reported annual revenue for regulated services, excluding
rovenue assoclated with Independent contractors, of $12,565,358. This means independeant
contractor revenue totaled $710,438, or 5% of total company revenue. This is clase to the 4%
reported by Mr. Sherrell. (See copy of UTC staff’'s open meeting memao, attached.)

By September 7, 2017, please respond to the following:

Our assumption is that this $710,438 was generated from independent contracters
In those cases whers Shultle Express did not complete rescrvations for regulated
services “within normal operation guldelines” and had to send a replacement vehicle
to service a regulated auto transportation customer hecause, for whatever reason,
the originally-scheduled vehicle was unable to pick up the customer, Is this
accurate? If not, please explain,

Since Shuttle Express was able to arrive at a figure of $710,438 for revenues
assaciated with independent contractors for the rate case in Docket TC-112072, we
assume the company keeps records for those 4-5% of customers served outslde
“normal operation guidelines.” Is this accurate? If not, please explain,

Please tell us how many trips comprise the revenue of $710,438 associaled with independent
contractors, If this Information in not available, please explain why the company is able to identify
the amount of revenue associaled with independent contractors and not how many trips this

revenue represents,

Thank you,

Retty Young
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Compliance Investigator

Transportation Safely Enforcement

Washinglon Ulilities and TraisporLation Comimission
fhong: 360-664-1202

Fax: 360-586-1172

Fromt John Rowley [malltojrowlcy@shutticoxpressinct]
Sent! Tuaesday, August 07, 2612 4:54 PM

To: Young, Betty (UTC) .
Subject: RE: Shutlle Express response to staff's information request - Independent contraclar program

. Hi Batty,

Undet reconis tequest “Naanal opersiions” are Uioke tips complelad within the standacds wee [webuane adiiuate
10 malntaln our guests loyalty. Abnaenat are thnse when we are late for whatever reason - had affi, a
resorvatlon erar, inadéquate 6PS Informatlon or a flat tice. Note agaln we have never bad complaints in pant
bacause we focus on otrstandards belng mel and take whatever measures are necessary to get peaple to their
flights. Al auy business is carded by tar vang except In extreme clicumstances when a vescue’ls In order and
thisn any vehlcle mady be used, When wizdte fate or runnirg abnormal gperations, there §s po change to [hé
guest in how wie complete the reservations whether we send a rescue vellale or not, For Instance a guest may
nut even know the orlginetly assiyued van had a Tlal tire, wher dnother vescue van Is sent by otir dispalcher.

t have gitached a report o a fow different days. We use this report to determine how we did.

I ope Uils helps,
Thanks,

John Rowley
President
425-981-7070

Cheopmmiiyrans

Vans. Sedans. Linos, Buses Toury | MLJ&&L ~ [adehaok

i 1] it w1 il 1y e Bickiisbuzd Hy bl il it
FORALPC T s e s et O s g ot o

From: Young, Belly (UTC) [mallto:BYoung@utc.wa.gov]
Sent: Monday, August U6, 2012 /16 AM

Tos Johi Rowley (rowley@shuttieexpréss.net)
Subject: Shuttle kxpress response to staff's information request - ]ndependent contractor program

Importanca: High
Mr, Rowley,

In his attached response, Mr, Sherrell states that 96% of Shuttle Express's 2011 resetvatiohs were
completed within “normal operation guldelines.” (See section titled "Recoids Request.”)
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1, Please define what “hormal operation guidelines” are.
2. Please describe how the remaining 4% of the reservations were completed.

Thank you for your proinpl response.

Betty Young

Compliance Investigator

‘Transportation Safety Enforcement

Washington Utilities and Transportation Cotamission
Phone: 360-664-1202

Fax: 360-586-1172
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. Fron: Pa! Kejanof{

To: £ §

ot Daby Roviley? )

Subjéct: Shuttle Buprcs rasponse tostalfs [iformation request ~ Indopendent cohtractor progranm

Datat . Friday, September 21, 202 1:46:08 M

Ympportance: JHigh ™ .

‘Dear Vs, Young,

Jimy Sherrell reguested | send the following response on his behalf:

This Is fn response to your request: for further cloriflcation of independent Con tractor Program.,

Question; 496 not completed within normal guldelines. As staked by Mr, Rowley, .. thin stondards
we feel are adequdte to malntain our guests’ joyalty”

This does nol mean 4% weie “not” completed within normal guidellnes, What it does mean is we
qre sensitive to the convenlence/service to travelers using our services. Included in Mr. Rowley’s
response are coples of stagiing tmes at the Glrport. O these reports Is poted tydveler staging
times. We feel there is a length of staging time that Is atceptable and one that Js pot. Once we
have « staging Ume In excess, which Is easy to Identlfy on the recent report atéachment of 45 '
minutes or longer, we seek to find these travelers an alternative to get them on thelr way, staying in
the convenience/service time zone. Because we have affiliated independent towncar operator who
are regulated, licensed and insured we have a viable legal alternative. 1 address the legulity due to
they are licensed for vne stop service. Our UTC license for Auto Transportation /s multl stop.
Copversely, If we were @ single stop operirtor ds the lgwndar affiliates are, we would hot need u
UTC License,

Thus, when staging Hme (s starting fo get n excess and there a towncars avalloble, we offer the
travelers who are exceeding the 45-minute staghg time the option of upgrading their travel from a
mufti stop van to o singlé stop towncar at ne additional cost. This Is offared verbally and travelers
Inyqr;‘ably take this option, These travelers recelve a single stop irip, and thus Is a viahle option to
waiting for a multl stop Shuttle Express ride at « luter time, 1tls important to alse understand that
" whether a reservation Is hooked through our reservation office or at the alport the same people
handle both hooking for share a ride and towncar single stop service, The anly difference is at the
time of booking when « traveler at thelr-own aptlon upgiudes to a towncar, then the towncar rate
is charged. Conversély when Shuttle upgraded servide due to d long staging time there Is no

additional upgrade charge.

Question; when we ara late due to bad traffic..... flat tird,

it Is jmpartant to understond there are two distinet servives/yualificalivns for using a lowncar,
Going to the airport the concern Is making a flight and the consequences that this entails. This is

what we deem to be a rescue by u townear, lima or whatever other means we may find avalluble,
This is where the traffic..flat tire plays its biggest roll, The integrity of the prorised trlp and arrival
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at the airport to meet a flight carries a stanificant deqree of promised service and Hability.

Exceeding standard staging time is a service/convenience issue, Offeri ing dn upgmde service that is
direct, not multiple stops helps us keep and meet our service standards out of the alrport, As you
questioned, last year we had revenues of $710,438 {12,075 trips), which is approximately 5% of
Shuttles regutated revenue as shown in Docket TC-112072. Rescae is a port of the number, as well
as upgrades aut of the airport, We handie rescues differently than upgrades out of the airport with
refation to legality, Out of the airport is a single stop, rescues fs getting travelers to the airport as
required,

It Is my Intention to answer all your questions on this matter, If you need further clarification please
let us know.

Respectfully,

Jimy Sherrell

Paul Kajanoff
Chief Financial Officer
{425)981-7063
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APPENDIX M
From: Yeuny, Bely (UTC)
To: . Baul Kojanoff (nkalaneffi@shutiieeprassnet)
ce Johi Rowley (frowaya@shutivexorags.nel.
Subject! FW: Shultle Bxpress respwnﬁo to $talfs lnfarmaticn tequst - anjependent contractor prograny
wikes viédndsuay, Gctobiee 17, 2012 g0l At
Importuncas Hight :

Please respond by October 26. Thank you,

P P SN R 4 o g e e 8y

F;om' Yourg, Belty. (UT(,)
Sent: Wednesday, October 17; 2012 7:59 AM

- Tos *Paul Kajanoff'

Cei John Rowley' '
Subjeck: RE: Shullle Express response to staff's fnformatlon reguest - Indcpendpnt mnfrmmr program

Importance: High
M. Sherrelj:

Thank you for your response. You differentiate hetween upgrades out of the airportand “rescue”
service, You state clearly that upgrades out of the afrport are provided as single stopservice by
town vars or limus; however, the response was not as clear about rescue service,

Please clarify the following statement by answering each of the questions below:
“Out of the afrport is a single stop, rescues is getting travelers to the alrport as required.”

1, Arerescue trips provided as single stops by towh cars ot limos as well?

2, if one of yourinulti-stop vans has a flat tire or another condition exists that requires a “resope
service” while picking up or dropping off multiple passengers at ditferent locations, huw do you
transport the waiting/stranded passengers? ’

a. Do you dispatch another van to pick people up?
b. Do you upgrade passengers to fimo or town car service? If so,
L. Are limos o town cars sent to pick up each individual customer?
il. Do limos or town cars.make multiple stops to pick up mullip!é passengers?

3, Asl!requested previously, please tell us how many trips compuise the revenue of 5710,438
assaciated with Independent contractors, If thils information in nut available, please explain
why the company Is able to Identify the amount of revenue assoclated with independent
contractors and not how many trips this revenue represents.

Betty Young

Campliance Investigator

Tranépdrtation Safety Enforcement

Washington Utilitiés and Transportation Comimission
~ Phone: 360-664-1202

Fax: 360-586-1172
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From; Jnty Sherell

Toi Young. Belly (UTCY -

(> loho Rouley; Baul Kalanof

Fubject: Restus

pate:, Hriday, Uctober 19, 2012 10136158 AM

A rescue trip [s just that, we use what ever form of transportation Is available In the area, Shuttle dogs
not have vans { cars stationed at base just waiting to be dispatched. If possible and we have a van, If°
itls In the area, plck up mulliple passengers. This indudes single or inultiple stups, Howaver, the
selection of vehicle aiso depends on its location to the rescue needed and flight/ arrival Hme to the
altport for the other people on the van or people yet to be picked up by that van, AND when a rescue Is
required the type vehicle used is secondary to the services requirad, Shuttle guarantees peaple will
make thelr flight. What ever It takes we get people Lo thelr flight with services we know ineels Shuttles

standards.

I do not know where these questions arg going. Bottom Iine, we have commitment to the traveling
public to get them to thelr flight on time and we do. Shuttle is knowledgeable of the regulations and
performs within these regulations. Up grading people out of the alrport without up-charging 1s providing
excellent service within the regulations. I feel we have answered all questions to the best of our vecords
and knowledge. If you wish to discuss personally please feel free to call me personally, 206-930-6057

Jimy Sherrel!
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T STATE OF WASHINGTON
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

4300 S: Evargrasn Park Dr. S.W.,, 0. Box 47250 « Olympia, Washinglon D8504-7250°
{360} 664-1160  TTY (360) 566-8203 ,

October 31, 2012

Jimy Sherrell, President
Shuttle Bxpress, e,

800 SW 6" Street

Renton, Washington 98057

RE:  Data Requost — Independent Cuntractors
Dear Mr. Shesrell;

On October 17, 2012, staff of the Washington Utilities and Trasportatiori Cotnmission
(commission) sent a tequest foi information about Shuttle Bxpress Inc.’s (Shutile Express)
independent contraclor program {0 you hy email. You responded by email on October 17, 201 2.!
Staff bislisves (he informalion you provided did not answer (he guestions fully, and {herefore
requests additional, specific information fiom Shuttle Expicss,

By Novembex 14, 2012, pleasc respond by providing specific answers to the following
questions;

1. plmttle Bxpress has told staff that if one of its multl-stop vans has a flat tire, or another
condition exists that requires a “vesene” whils picking up or dropping 6ff passengers, it
uses indepondent Hmousines and for-hive vebicles fo reseue the passengers, Under this
seenario, please answer the fallowing guestions: '

,Please describe specifically the circumstances under which Shuttle Express uses
its iescue service (¢.g., fat tive, traffic probiems, over-booking for which a
Shottle Bxpress vehicle is not available),
b. Does Shuttle Bxpress utilize limousines and for-hive vehicles to pravide mulii-
stop service slong its regulated roules when itprovides rescue services?
» If so, pledse describs specifically how Shuttle xpress or its Independent
conlractors {ransport the waiting or stranded passengers.

! Cupies of ermall corresponderice enclosed,
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Jimy Sherrell
October 31,2012
Page 2
u If so, is this multi-stop service provided by independent contraclor
operatars wnder contract ‘with, Shuttle Express in Shuttle Express’

Independent Contractor Program?

2. Shuttle Express repotted $710,438 in revenues from independent contractors, which i
states is approximately 5 percent of the company’s rogulated rovenue and comprises
12,075 tiips, Shuitle Express has told staff that it uses independent contractors for both
rescue services as described above, and Lor upgrades (o lusury transportadion for
individual passengers coming out of the airpost,

a. How many of these 12,075 trips represent “rescuc” trips and how many were
upgrades out of the aivport?

b. OF the rescue trips, how many involved multiple stops to pick up or drop off
passengers?

By law, the cammission and its staff bave the right, at any and all times, to inspect the accounts,
books, papers and documents of Shuttle Express.2 Please respond to vach question specifically, If
staff docs not reccive spocific answers to these questions, it will ask the commission to order
Shuttle Express to provide the requested information,

Please direct your response to Belty Young, Compliance Investigator, Transporfation Safety, at
the Waghington Utilities and Transportation Commission, PO ox 47250, Olympia, WA 98504
7250, Mg, Young can be reached at 360-664-1202 or by e-mail at byounp@ute.wa.gov.

Sincercly,

o / V. /57
(Ao Lo ot

David W. Danner
Executive Director and Secretary

Enclosures

2 RCW 81.04,070, enclosed.
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Young, Betty (UTC)

From; Jimy Shertell <jimysh@attglobalnet>

Sent; Friday, October 19, 2012 10:38 AM
To! Young, Betty (UTC)

Cry Johs Rowley; Paul Kgjanofl
Subject: Réstle

Arescue trlp Is Just that, we use what ever form of transportation Is avallable In the area. Shutle doeg not have vaps /
cars stationed at base just waiting to be dispatched, If possible and we have a van, IF it is In the area, pick up multiple
passengers. This includes single or multiple stops. However, the selection of vehlcle also depends on its location to the
rescue needad and flight/ arlval time to the aléport for the other people on'the van or people yet to he plcked up by
that van. AND when a rescue is required the type vehicle used is secondary to the services required, Shuttle guarantees
people will make their flight, What ever it takes we get people to their flight with services we kiiow.ineets Shuttles

standards.

I do ot know where Whese questions are guing. Bollom fing, we huvé cominilment Lo Wb raviling public 1 get theri o
‘their flight on time and we do. Shuttle is knowledgeable of the regulations and performs within these regulations. Up
grading people aut of the alrport without up-charghng Is providing excellent service within the regulations. Hecl we have
answered all questions to the best of our records and knowledge. If you wish to discuss personally please feel free to call
me personally, 206-930-6057

Jimy Sherrell

136



Exhibit No. __ (WAM-26X)

Shuttle Express, Inc. — Staff Investigation Report TC-~120323

Youny, Betty (UTC)

From: Young, Botty (UTC)

Sent: Wednesday, October 17, 2012 8:01 AM

To: Paul Kajanoff {pkajanoff@shuttlexpress.net)

Ce John Rowley (jrowley@shuttleexpress.net)

Subject: FW. Shuttle Express tesponse to stafl's information request - Indepenident contractor
program

Importance: High

Please respound by Oclober 26, Thank you,

From: Young, Betly (UTC)

Sent: Wednesday, October 17, 2012 7:59 AM

To: ‘Paul Kajanof(*

Cat "John Rowley'

Subject: RE: Shuttle Express response Lo staff's Informatlon request - Independent cantractor program

Importance: High
Mr, Sherrell:

Thank you for your response. You differentiate between upgrades out of the airport and “rescue” service, You state
clearly that upgrades out of the alrpart are provided as cmgle stop service by town cars or limos; however, the response
was not as clear ahout rescue service,

Please clarify the fullowing slatement by answering each of the questions below:
“Out of the uirport is u single stop} rescues is getting travelers to the airport as required.”

1. Arerescue trips provided as single stops by Lown cars or fimos as well?

2. If one of your multi-stop vans has a flat tire or another condition exists that requives a “rescue service” while picking
up or dropping off multiple passengers at different locations, how do you transport the waiting/stranded
passengers?

a. Do you dispatch another van Lo pick people up?
b. Do you upgrade passengers to limo or town car setvice? If so,
i, Are limos or town cars sent to pick up each individual sustomer?
ii. Dolimos or town rars make multiple staps to pleloop multiple passengers?

3. Asirequested previously, please tell us how many trips comprise the revenue of $710,438 associated with
independent contractors. If this information In not available, please explain why the company is able ta identify the
amount of revenue associated with independent contractors and not iow many rips this revenue represents.

Betty Young

Compliance Investigator

Transportation Sofoty Enforcement

Washington Utilities and Transportation Commission
Phone: 360-664-1202

Fax: 360-586-1172
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From Paut Kajanoff [mallto pk1janoff@shultleexpress net]
Senk: Friday, September 21, 2012 1:46 PM
To: Young, Betty (UTC)
Ce! 'John Rowley!
Subject: Shuttle Fypress response to staff's Information request - Independent contractor program

Tmportance: High
Dear Ms. Young,

Jiny Sherrell requested | send the following response on his behalf:

This is in résponse to your request for further claiification of Independent Contractor Program.

Question; 4% not-completed within normal guldelings. As stated by Mr, Rowley, “..within standards we feel are adequate
o muintain vir guests’ foyalty™

This does not imean 4% were “not” completed within normal guidelines, What it does mean Is we dre sensitive to the
convenience/service ta travelers uslig our services. Included in Mr, Rowley'’s response are coples of stuglng times at-the
alrports On these reports is noted traveler staging times, We feel there Is g length of staging thme that Is acceprable ond
one that Is not. Once we have o stoging time in excess, which is easy to identify on the recent report attuchiment-of 45
miptites or longer, we seek to find these travelers un oltemotive to get them on thelr way, staying In the
mnvemence/servwe tiie zutie, Because we hinie affiliuted independent towncar operator Who dre regulated, licensed
and insured we have a viahle legal ultematzve } address the legafity due to they ure licensed for one stop service, Qur
UTC license for Auto Transportation Is mult! sl@p Copveisely, if we were a single stop operator as the towacar offiliates
are, we would not need & UTC License.

Thus, when staging time Is simting to get in éxcess and there a towncars available, we offer the travelers who are
exceeding the 45-minute staging Hrne the option of upgroding their travel from ‘multi stop van to a single stap towncar
at no additlonal.cost, This is offered verbally and travelers invarlably take this optian. These travelers récéive o single
stop trip, and thus is a viable option to waiting for o multi stop Shuttle Express ride at o loter time. It Is important to also
understand that whether a reservation is booked through our reservetion office or at the airport the suine people hendle
both booking for shore a ride and towncar single stop service, The only difference is at the time of booking when
traveler at their own option upgrades to a towncar, then the towncar rate is chearged. Conversely when Shuttle upgraded
service due to a leng staging time there is no additional upgrade charge,

Question; when we are late due to hod traffic...flat tire,

it is Important to understand there are two distinct services/qualifications for using a towncay, Golng to the alrprort the
concern Is making a flight and the consequences that this entalls. This is whai we deem to be a rescue by @ towncar, limo
or whatever other means we may find ovailable, This s where the tra tfficaflat tire plays ts biggest roll, The Integrity of
the promlised trip und arrival al the airport tu meet a flight cames a significant degree of promised sepvice end liabliity.

Fxceeding standard stag Jhaq thne Is o service/convenience Issue. Offering on upgrade service that Is direct, not multiple
staps helps us keep and meet our service standards out of the alrport, As you questioned, lust year we had revenues of
$710,438 (12,075 tips), which Is approximately 5% of Shuttles regulated revenue us shown i Docket TC-112072, Rescue
Is a part of the number, as well os tipgrddes out of the ai) port. We handle rescues differently than upgrades ol of the
airport with reldtion to legality. Out of the airport is a single stop, rescues Is getting travelers to the airport ds required.

it Is my Intention to answer all yaur questions on this matter, if yau need further clarification please let us know.

Raspectfully,

TC-120323
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Jimy Sherrell

Paul afanoff
Chlef Financlal Officer
(425}981-7063
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APPENDIX P
From: John Rowley.
To: Young, Bel Uic
Subject: UTC response 11-15-12.docx
Date: Thursday, November 15, 2012 9:03:54 AM

" Attachments: UTC response 11-15-12.docx
Hi Betty,

] just noticed an editing comment | had not deleted on page 2. No worries if too late,

Thanks, R
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1. Shuttle Express has told staff that if one of its multi-stop vans has a flat tire, or another condition
existy that requires a “rescue” while picking up or dropping off passengers, It uses independent
Limousines and for-hire vehicles to rescue the passengers. Under this scenario, please answer the
fallowing ruestions: ’

@ Please describe specifically the circumstances under which Shuttle Express uses its rescue
service(e.g., flat tire, traffic problems, overbooking for which a Shuttle Express vehicle is not
available),

Shuttle Express airport service is not a typical line run operation like most that are regulated by
the UTC. The majority of our airport business is share-ride. Share-ride service isa "plan as you
go" routing service, Marning share-ride reservations are rauted the night before to make the
trips most efficient, while giving the best rides to our guests. Consideration is given to locatiohs
ane number of stops. The rest of the reservations to the airport are routed a fow hours ahead
6f time. From the afipart, routes are created in real time as guests check b with us at our
airport lacation. In real tine, ALL routes are adjusted as changes occur making our service much
different than a line vun operation where routes are planned and submitted ahead of time,

Shuttle Express uses “rescue service” to prevent passengers from misaing o flight or from
waiting extraordinarily long at the alrport, 1t should be noted Alrport Management uses taxls
for muiti stop share ride when rescue service is nceded out of the alrport to keep travelers from
walting lohg especlally durlng winter storms. This actlon by the airport sets Its
oxpectatio/standard for getting travelers out of the airport timely and on thelr way at all times.
To the alrport, we canno! fail by being late or our guest will possibly miss their flight. Rescue
service for share-ride Is perhaps the single most important stralegic function creating success

" within our operation and company and is the primary function of our dispatch crew,

There are many unforeseen circinmstances that inay lead Lo @ 1escue, Delays create the need {or
rescue service, The most common source of delays is bad traffic. There ave inany other
situations that arise causing us Lo be delayed and they are too numerous to list. The maln cause
of delay that feads to a rescue is bad traffic.

If traffic or any other circumstance causes a delay to u share-ride van in either direction it alsu
has the same effect on the colnclding trip. Thus to cateh up wilh demand a rescue is mandatory
unless Uavelers are just lefl Lo telr own demise. I no action was taken not only the travelers on
the effected route would be feft stranded, but subsequent routes would also be atfected.
Recause Shuttle carvies travelers both inbound aid outbound for the airport each segment has a
direct effect on other segments. This is uniquely unlike airport taxi’s that anly take travelers one
direction and have single stops. Thay do not have the challenges of multi stop two-way
transportation to the extent that Shuttle Ixpress does.
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l want to male it perfectly clear that Shuttle does NOT OVERBOOK. We have sufficient vans and
drivers to hapdie each day.: Qur challenge Is: matching the demands of the travelihg’pdbl‘{c each
hour each and gvery day, Damands are vary diffefent each day and therefard share-ride routes
are very diffarant each day. Using our technology, the focus of a pamt persan and our overail
experience, Shuttle uses a sophisticated process to gather futurerand past data to pioject what
wiil be heeded 24 hours a day, 7 days a weéek. Unforeseen circumstances are the care reasons
changes occur {o projections which cause the rescue situations we have learned fo react to so
very.well, St the goal of our planners and our dispatchers dally {and hourly) i is to limit the

nuinber of rescuds niéeded by Tordeastiiig as close as possible what will happen each day.

Whén a circumstance causes the need for a rescue, the first resaurce consldered is a share-ride
van, A dispatcher sees if a van isin the area AND determine if it will not inconvenlence other
travelers that have already been assigned to that var, If apother van is used, dispatch reroutes
arid/or chahges assigiiméiits to other vans to tatch up and bé back on schedule. Useés of '
Independent Contractors are only our last resort. Independent Contractors are NEVER
scheduled ahead of time for regulated service, To our guests their experignce seems to be ourt
stafhidard on-time service and the vehicle tised Is ol vaiis in most cases. When a Julury service
vehicle is used it Ts an upgrade at no extra charge.

The WUTC does not receive complaints from the traveling public for missed flights or long
airport walts because of Shuttle’s rpaction.and use of jts resources ta ferform rescue service,

b Does Shuttle Express utilize limausines and for-hire vehicles to provide mu!t‘—stop service
along its regulated routes when it provides rescué servicés? .
Yes, when ahsolutely necessary as a last resort, Ourshare- gfde vans are used whenever possible.

This is answered in_(é.).

o Ifso, please describe spacifically how Shuttle Express or its independent
contractors transport the waiting or stranded passengers.
In the event an Independent Contractor is sent, dispatch potifies the traveler of the change,

estimated timé of arrival and the route to the airport.

o If sg, is this multi- -stop service pmvnded by indeépendent cantractor operators
uider contract with Shuttle Express in Shuttle Express’ Indepcnclent Contractor

Program?
In previous correspondence we Included a copy of the Independent operator comract We use

only operators with whom we have a contract with and are covered under our company
msurance and meet the many quallfications and requirements determined by state and/or

federal regilations.
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2. Shuttle Express reported $710,438 in revenues from Independent contractors, which it states Is
approximately 5 percent of the company’s regulated revenue and comprises 12,075 trips. Shuttle
Exprass has told staff that It uses independent contractors for both rescue services as described
above, and for-upgrades to luxury transportation for individual passengers coming vut of the airport.

a  How many of these 12,075 trips represent “rescue” trips and how many were upgrades out
of the airport?
We don’t have data to differentiate between rescue trips and upgrades oul of the alrport,

b Of these rescue Urips, how many Involved multiple stops to pick up or drop off passengers?

According to our records In the last rate case 5,715 trips were mulli-stop — approxlmately 15.5
perday. In recent legislation, championed by Shuttle and signad into law, multi ride vehicles are
now aflowed to use the HOV lanes when traffic is not totally gridlocked. The qualification for
using these lanes has been left with a loose interpretation, Thus, Shuttie driver’s decision to use
the lanes has heen a confidence buifding process of law interpretation of when to use or not use
these lanes, We have seen and will see a further decrease in vans experiencing traffic delays
because of our ability to use the HOV lanes, which In turn reduces required rescues, Dispatchaig
scheduling trips are seeing a continulng improvement in van travel times the more drivers use

these lanes.

This and the WUTC investigation have caused us Lo reexamine our policy and performance
capabilities,

When Shuttle uses an Independent Operator it loses revenue that could have been generated
by the vans and thus is not cost advantageous to Shuttle. As a result, starting in January Shuttle
changed its policies and procedures to take acvantage of this time savings and keep revenue in
Shuttle. The challenge still remains to guarantee travelers reach thelr flight and don’t experience
long waits at the alrport. To help with this challenge, a dispatcher is now stationed at the
airport. This enables a dispatcher on site to develop youtes that are more productive and in
general improve efficiency,

The amount of multi-stop rescues nsing ndependent Contractors since this change has dropped
to an average of .26 per day which is negligible, Thal being said, each day’s traffic is
unpredictable and rescues will undoubtedly continue to be need,

Our first priority Is to ensure our guesls are served timely and our responsibility to them is met
whatever circumstances lic before us. Shuttle’s complaint history proves we triumph over the
trials of unforeseen circumstances and ultimately take care of our guests at no additional

charge.

Shuttle Fxpress at no time seeks to circumvent the regulations of the WUTC and wishes to both
provide service 1o our guests and follow the rules put forward.

Respectfully, Jimy Sherrell
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Fromu 1 oyle

To: Young, Betty (UFC)

Cet Pati Kalanolf; !Hmy Sherrell

Subjects i1 UTC response 11-15-t2.docx

Dates Fillay, Janudiy 25, 2013 4:27:13 P

Hi Belly,

Hore is the rcqupstcd data:

Oct-10 316
Nov-10 283
Dec-10 286
Jan-11 453 ‘
Feb-11 393 ’
Mar-11 434
Apr-11 261
' viay=11 445
Jun<11 572
ot 622
Aug-it Fis)
Sep-it 625
5715

Thanks and have o good weekend.

John Rowley
President
425-981-7070
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f‘rom. Yuuug, Bcuy (UTC) [malllo BYoung@utc.wa gov}
Sents Thursday, Janvary 17, 2013 9:22 AM

Tor Juhn Rowley (rowley@shulllcexpress.et)
Subjeck: FW: UTC response 11-15-12.docx
Importance! High .

HiJohn » In the attached resjionse at 12, Mr. Sherrell stated,

"Accordihg to our records in the last rate case 8,715 trips were muitl-stop — approximately 15.5
per day.

As the last rate case represents the time period of October 2020 through September 2011, please
provide o breakdown of the 5,715 trips showing how many oceurred each month. For example:

Oclober 2010 — 500 teips
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November 2010 - 501 trips

Please provide the information by January 25, 2013,

Betly Young

Compliance Investigator

Transporlation Safely Enforcement

Washington Utilities and Transpartation Commission
Phone: 360-664-3202

Fax: 360-58b-11./2

From: John Rowley [mallo:rowlev@shutileexpress.net]
. Sent: Thursday, Movember 15, 2012 9:01 AM

To: Young, Betty (UTC)

Subject; UTC response 11-15-12.docx

Hi Botly,
1 just noticed an editing corment | had not deleted on page 2. No worras if too late,

Thanks, IR
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