
 

 
 
 

To: Kevin Harrison, South Alabama Regional Planning Commission (SARPC) 
From: Via Mobility, LLC (Via) 
 
Re:  Mobile Area Demand Response Transit System Feasibility Study  

Task 2: Recommend Transit Funding 
March 2020 

 

Executive Summary: 
 
The purpose of this memorandum is to identify potential funding sources for rural 
transportation in Mobile County and determine the cost to provide a service focused on 
areas outside the Wave Transit System’s service area (The Wave is the City of Mobile’s local 
bus system). Identifying adequate and reliable sources of funding is the greatest challenge 
to providing a transit system in the rural areas of Mobile County. This funding review was 
conducted through interviews with state and local agencies; non-profit, educational, and 
healthcare organizations; and private companies, in addition to desktop research and 
literature reviews.  
 
This research has determined that the Federal Transit Administration (FTA) Formula Grants 
for Rural Areas (5311) program is the most promising funding source . This grant is 1

expected to cover approximately 50-65% of the annual cost of the service. However, this 
grant will require local commitments for the remaining 35-50% of the cost. This local 
“match” funding is typically largely provided by the county’s governing body, which in this 
case is the Mobile County Commission.  However, unlike their counterparts in all other 
Alabama counties investigated as part of this study , the Mobile County Commission is not 2

currently willing to prioritize funding for transportation services. Without the support of the 
Commission, it may be difficult to provide a demand-response transit service similar to 
other counties in Alabama.  
 
Funding is also often provided by local municipalities, nonprofits, advertising, and even 
private businesses. However, while these sources may make valuable contributions to a 
service, it may not be possible to provide transit in Mobile County without the support of 
Mobile County Commission and/or several of Mobile County’s twelve governing bodies. 
 
The level of funding available for the transit service will depend largely on the level of local 
match funding committed. For every dollar of local funding, approximately one to two 
dollars of FTA funding may be provided through the Rural Areas (5311) grant. To provide a 
minimal level of transit across Mobile County’s 1,088 square miles and ~200,000 residents 
not currently served by the Wave Transit System, a minimum of $1-$2M in annual funding 
will be required. Additional funding will enable a higher quality of service by reducing wait 
times, increasing ridership capacity, and extending service hours.  

1 Mineta National Transit Research https://merritt.cdlib.org/d/ark:%2F13030%2Fm50305n0/1/producer%2F890415059.pdf  
2 Baldwin County, Pike County, Madison County, St Clair County, and Cullman County all are funded in part through their local 
County Commission 
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Overview of Funding Sources 
 
Federal Transit Funding 
 
There are two types of federal transit funding programs: 
 

1. Formula grant programs: These grants provide funding based on a predetermined 
formula for distribution among the different states. 
 

2. Discretionary grant programs: These grants are awarded competitively to 
applicants who meet the application requirements and criteria for each program.  

 
Many federal funding sources also require a local funding source, often called a ‘local 
match’, this requirement means that the FTA will often only provide a percentage of the 
total costs of transit services. Typically, a maximum of 50% of operating costs and 80% of 
capital costs are able to be provided through the FTA. Administrative costs are also 
matched at a maximum of 80% FTA share.  
 
The following federal funding programs have been identified as possible contributors to 
transit in Mobile County.  
 

Funding Source  Description of Funding  Status in Mobile County 

Section 5311 – 
Rural and 
Small Urban 
Area Formula 
Grant 

This program provides capital, 
planning, and operating assistance to 
states to support public transportation 
in rural areas with populations of less 
than 50,000. Typically, the federal share 
is 80 percent for capital projects, 50 
percent for operating assistance, and 
80 percent for Americans with 
Disabilities Act  (ADA) non-fixed route 
paratransit service. The Job Access and 
Reverse Commute (JARC) funding is 
now included under this funding 
category. 
 
Given the likely importance of this 
funding category, a more detailed 
description is provided below this 
table.  

In Mobile County, there is currently 
no designated Rural Areas (5311) 
funding subrecipient.  
 
This funding source is likely to be a 
large contributor to the cost of 
operating a transit service in Mobile 
County. It is the primary funding 
source used by similar counties to 
fund rural transportation services.  

Section 5310 - 
Enhanced 
Mobility of 
Seniors & 
Individuals 
with 
Disabilities 

This program provides funding for the 
purpose of assisting private nonprofit 
groups in meeting the transportation 
needs of older adults and people with 
disabilities when the transportation 
service provided is unavailable, 
insufficient, or inappropriate to 

In Mobile County, SARPC is 
responsible for allocating this 
funding to selected private nonprofit 
groups. Approximately $300k of 
funding is allocated by SARPC, the 
majority of which is used to 
purchase vehicles for transportation 
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meeting these needs.  
 
 

services.  
 
As this funding source is typically 
oversubscribed each year and can 
only be used to transport seniors 
and individuals with disabilities, it 
would be operationally complex to 
allocate this funding to a rural public 
transit service. Therefore, it is 
unlikely to contribute significantly 
to operating a transit service in 
Mobile County.  
 
However, many of the private 
nonprofit groups who are currently 
recipients of this funding may prefer 
to fund the proposed transit service 
directly if it meets their 
requirements. These agencies 
typically have other funding sources 
that they may be able to use for this 
purpose.  

Section 5307 - 
Urbanized Area 
Formula Grants 

This program makes federal resources 
available to urbanized areas and to 
governors for transit capital and 
operating assistance in urbanized areas 
and for transportation-related 
planning. An urbanized area is an 
incorporated area with a population of 
50,000 or more that is designated as 
such by the U.S. Department of 
Commerce, Bureau of the Census. 
 
 

In Mobile County, this funding is 
allocated to the City of Mobile which 
operates the Wave Transit System. 
As the majority of this funding is 
required to maintain fixed-route bus 
services, this is unlikely to 
contribute to a countywide transit 
service. However, Wave Transit has 
expressed an interest in combining 
Route 19 (the Schillinger/Airport 
Boulevard demand-response 
service) with a countywide transit 
service. Wave Transit may be able to 
reallocate some of this funding to a 
countywide service.  

Other federal 
funding 
sources 

There are several non-FTA 
administered federal funding sources 
available. A non-exhaustive list is 
outlined below: 

● Department of Education 
(DOE): The DOE has several 
Offices of Special Education and 
Rehabilitative Services, 
Educational Research and 
Improvement, and Elementary 
and Secondary Education. 

While there are many federal 
funding sources, the majority are not 
applicable to a service in Mobile 
County. In addition, many of these 
grants only accept applications 
during specific periods, making it 
difficult to secure funding prior to 
launch.  
 
The most promising funding source 
within this category is the Alabama 
Department of Human Resources 
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● Department of Labor (DOL): 
Offices of Veterans’ 
Employment and Training 
Service (VETS), Office of 
Disability Employment Policy, 
and the Employment and 
Training Administration (ETA). 

● Department of Agriculture 
(DOA): Offices of Rural 
Development (RD) and the Food 
and Nutrition Service. 

● Department of Veteran 
Affairs (VA): Office of VA Health 
Administration Center. 

● Department of Housing and 
Urban Development (HUD): 
Office of Community Planning 
and Development (CPD), Public 
and Indian Housing, and the 
Federal Housing 
Administration. 

● Department of Health and 
Human Services (HHS): 
Administrations for Health 
Resources and Services 
Administration (HRSA), Children 
and Families (ACF), Substance 
Abuse and Mental Health 
Services Administration 
(SAMHSA), Community Living 
(ACL), Centers for Medicare & 
Medicaid Services (CMS) and 
Indian Health Service (IHS) 
Office. 

(DHR), which is largely funded 
through federal sources . DHR staff 3

were interviewed and indicated a 
need for transportation services, 
particularly for those participating in 
the JOBS program, which is designed 
to help clients become employed 
and eventually self-sufficient. While 
DHR recently contracted with a 
transportation provider, this 
contractor was unable to meet their 
requirements.  
 
Through a partnership with ALDOT, 
the full cost of trips that meet DHR 
and JARC eligibility requirements 
would be reimbursed. Not only does 
this result in additional funding for 
the service, the DHR portion of the 
funding also counts as a local match. 
Given that these trips are likely to be 
a relatively small percentage of all 
trips, DHR is expected to be a 
low-to-moderate contributor to 
the cost of the transit service.  

 
   

3 https://dhr.alabama.gov/wp-content/uploads/2019/08/AR08.pdf 
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Section 5311 – Rural and Small Urban Area Formula Grant 
 
This funding source is commonly used to provide demand-response transit across largely 
rural areas, and so it is the most likely primary funding source for a rural service in Mobile 
County. There is no current designated subrecipient for this funding type in Mobile County, 
so one would need to be identified as a prerequisite for the launch of a service. Transit 
services that are eligible for this funding must meet the criteria described below:  
 

● Eligible Subrecipients: The funding formula is based on the non-urbanized 
population and land area of the states and is allocated to one recipient in each 
state. For Alabama, the recipient is ALDOT, which awards the funds to eligible 
subrecipients based on a competitive process. Eligible subrecipients include state or 
local governmental authorities, nonprofit organizations, operators of public 
transportation services, or intercity bus operators. In Mobile County, there are 
several potential subrecipients, such as SARPC, Wave Transit, the Mobile County 
Commission, the City of Mobile, and many local non-profit organizations.  
 

● Eligible Trips: The purpose of the Rural Areas (5311) program is to provide public 
transportation in rural areas. However, many rural trips have origins or destinations 
that are located in an urbanized area, such as hospitals, universities, and employers. 
In recognition of this fact, Rural Areas (5311) funding may be used to fund trips that 
are primarily rural, but may begin or end in an urbanized area.  
 
An additional challenge in Mobile County is that some parts of the urbanized area 
are relatively rural in nature, with less than 1,000 people per square mile. Due to the 
methodology for determining the boundaries of the urbanized area, low-density 
census tracts north and south of the City of Mobile were considered urban due to a 
few small, isolated areas with higher populations (see image below). These areas do 
not have high enough population density to justify fixed-route bus services. As a 
result, if transit is to be provided in these areas, it is likely to be part of a rural 
transportation service. As part of the Rural Areas (5311) funding application process, 
it will be critical to request permission from ALDOT and the FTA to use Rural Areas 
(5311) funding to serve lower-density parts of the urbanized area.  
 

● Local Match: Depending on the operator and cost structure, Rural Areas (5311) 
funding could cover approximately 55-65% of the total annual cost of a rural 
transportation service in Mobile County. This exact percentage of local match 
required will depend on the operating model and split between capital, operating, 
and administrative costs (see Estimated Funding Required for more details). The 
remaining 35-45% of funding must be obtained through other sources. Potential 
sources of local match funding are discussed in the State, Local, Private, and 
Nonprofit funding sections.  
 

● Funding Available: Rural Areas (5311) funding is allocated by ALDOT, which will 
receive ~$18M from the FTA in 2020 . Three similar counties were studied to 4

determine the amount of Rural Areas (5311) funding available for Mobile County. 

4 https://www.transit.dot.gov/funding/apportionments/table-9-fy-2020-section-5311-and-section-5340-rural-area-formula 
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The table below shows the following; 
 

○ Rural Areas (5311) funding per person ranges between $3 - $19 per person; 
○ Rural Areas (5311) funding per square mile ranges between $500 - $2,000 per 

square mile. 
 
Assuming Mobile County is able to obtain sufficient local match and is awarded 
funding at a level that is similar to other countries, this could translate into potential 
Rural Areas (5311) funding of $1.0M - $1.5M per year (see the table below).  

 
 5311 Funding Analysis  5 Madison County Cullman County St Clair County  

Area Served 605 755 646 square miles 
Population Served 111,768 81,289 88,199 population 
     

Operating Cost 375,655 997,600 667,489 $ / year 
Administration Cost 56,135 723,400 249,450 $ / year 
Capital Cost 116,000 692,000 240,000 $ / year 
Total Cost 547,790 2,413,000 1,156,939 $ / year 
     

Total 5311 Funding 306,753 1,509,620 691,930 $ / year 
5311 Funding Percentage 56% 63% 60%  
     

5311 funding per sq. mile $507 $1,999 $1,071 $ / square mile 
5311 funding per person $3 $19 $8 $ / person 

 
 

 

5 Source: ALDOT  
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State Funding 
 
State funding sources are typically significant contributors to public transit services. 
However, Alabama is one of five states that does not fund public transportation, so 
dedicated transit funding from the state is unlikely.  
 
Local Public Funding 
 
In the United States, most recent increases in public transit funding have come at the local 
level . Local funding sources are typically obtained through taxes, fees, and other revenue 6

sources administered by local municipalities. In Mobile, these municipalities include Mobile 
County’s twelve governing bodies: Mobile County itself, the cities of: Mobile, Prichard, 
Chickasaw, Saraland, Satsuma, Creola, Citronelle, Bayou La Batre, and Semmes; and the 
towns of Mount Vernon and Dauphin Island. 
 

Funding Source  Description of Funding  Status in Mobile County 

Mobile County 
Commission 

Typically, a significant portion of a 
countywide transportation service is 
provided by the local county 
commission. In fact, in all five 
Alabama counties that were 
investigated (Madison, Pike, St Clair, 
Baldwin, and Cullman Counties), the 
County Commission allocated funding 
toward the service.  
 
Funding is typically raised through 
one of several potential local funding 
sources, including: 

1. Taxes: sales, use, property, 
cigarette, gas/fuel, corporate 
franchise, severance, 
hotel/motel, employer/payroll, 
and realty transfer among 
other taxes. 

2. Fees: parking fees and fines, 
vehicle registration, utility 
fees, vehicle leasing, and 
rental fees, and mortgage 
recording fees, among other 
fees. 

3. Revenues: tolls, advertising, 
concessions/rental income, 
casino/lottery revenues, 
among other revenues. 

All three County Commissioners 
were engaged as part of this study: 

● Hon. Merceria L. Ludgood 
● Hon. Connie Hudson 
● Hon. Jerry Carl 

Unlike their counterparts in other 
nearby counties, Mobile County 
Commission does not consider 
transit a priority for funding, 
although at least one commissioner 
has recognized that populations 
within the county are isolated and 
would benefit from access to some 
form of public transportation. Mobile 
County has a relatively high median 
household income relative to other 
counties in Alabama which have 
raised funds to dedicate to transit .  7

6 https://www.liveabout.com/basics-of-transit-funding-2798674 
7 Mobile County has the 18th highest median income of Alabama’s 67 counties according to US Census data.  
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The cities of: 
Mobile, 
Prichard, 
Chickasaw, 
Saraland, 
Satsuma, Creola, 
Citronelle, 
Bayou La Batre, 
and Semmes; 
and the towns of 
Mount Vernon 
and Dauphin 
Island. 

Local municipalities raise funding 
through similar mechanisms to those 
described above, although they may 
not have the authority to implement 
all funding tools.  

The mayors of several of these 
governing bodies were engaged as 
part of this study. While many of 
these stakeholders indicated that 
they have funding constraints, they 
expressed some interest in funding a 
service once they were presented 
with a clear proposal describing 
where and how public transit could 
benefit their constituents. Local 
funding may therefore be a source 
of some match for a Rural Areas 
(5311) grant, but would very likely be 
insufficient to completely replace 
county funding as a component of 
the match.  

 
Private and Nonprofit Funding 
 
There are hundreds of companies and nonprofit organizations in Mobile County that could 
contribute funding to a public transportation service. It is relatively common for private and 
nonprofit organizations to pay their local transit provider to transport their clients, rather 
than providing transportation themselves. In Alabama, examples of these contracts 
include: 
 

● Cullman County, AL has contracts with several agencies, including the Cullman 
County Center for the Developmentally Disabled ($140k or 14% of annual operating 
costs), the Cullman County Commission on Aging ($23k or 2% of annual operating 
costs), and several other smaller agencies.  
 

● St Clair County, AL has contracts with The Arc of St. Clair County ($67k or 10% of 
annual operating costs), and M4A ($50k or 7% of annual operating costs).  
 

 

Funding Source  Description of Funding  Status in Mobile County 

Community 
organizations 
and nonprofits 

Community organizations and 
nonprofits may be willing to contribute 
to a transit service if they feel that it 
will help to achieve their mission. For 
example, workforce training providers 
and philanthropic organizations often 
fund public transit services given the 
clear links between mobility and 
healthy, safe, and prosperous 
communities. Many nonprofit agencies 
that provide transportation for seniors 
and individuals with disabilities receive 
Section 5310 federal funding and may 

All Section 5310 recipients 
(Enhanced Mobility of Seniors & 
Individuals with Disabilities) are 
private non profit organizations 
that provide funding for 
transportation services. If a 
high-quality transit service could 
meet their needs, some of these 
organizations have indicated they 
would be willing to allocate those 
funds to this service instead of 
running their own. As a result, we 
expect this to be a small 
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be willing to contribute to a public 
transit service instead.  

contributor to a transit service.  

Private 
employers 

Private employers in Mobile County 
may be willing to fund a transit service 
to increase access to their workplace. 
These companies may fund the transit 
service in a variety of ways including; 
lump-sum annual contributions, 
direction reimbursement for employee 
trips, or purchase of transportation 
passes of employees.  

At this stage, no private employers 
spoken to have indicated a 
willingness to directly fund trips for 
their employees. Therefore, this is 
not expected to be a large 
contributor to a transit service.  

Educational 
providers 

Schools and universities may be willing 
to fund a transportation service, 
particularly if it increases access for 
students and employees.  

At this stage, no educational 
providers have indicated a 
willingness to fund trips for their 
employees. Therefore, this is not 
expected to be a large 
contributor to a transit service.  

Healthcare 
providers 

Healthcare providers may be willing to 
fund a transportation service for 
patients and employees. Some patients 
may not have access to transportation 
and this often leads to missed 
appointments. Many providers and 
insurers will provide trips directly or 
fund trips through third-party 
operators such as taxi companies to 
increase healthcare access.  

At this stage, no healthcare 
providers have indicated a 
willingness to fund trips for their 
employees. Therefore, this is not 
expected to be a large 
contributor to a transit service.  

Vehicle 
advertising 

Organizations may be interested in 
purchasing advertising to promote 
their business to customers. This 
advertising could include vehicle wraps, 
in-vehicle brochures, marketing 
through electronic distribution lists, or 
even naming rights for the service. 
Given the benefits a transit service 
could offer Mobile County, there may 
be interest in advertising as a form of 
sponsorship, meaning an organization 
may be willing to pay above market 
rate as a form of donation toward a 
service.  

We expect vehicle advertising to be 
a small contributor to a transit 
service. Given the limited fleet size 
and market rates for advertising, it 
is unlikely that advertising contracts 
will cover a significant portion of 
the total cost.  
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Summary of Funding Sources 
The following table outlines the most likely sources of funding for transit in Mobile County.  
 

Funding Source  Potential  Expected Contribution 
(Percentage of total 
cost) 

Section 5311 – 
Rural and Small 
Urban Area 
Formula Grant 

High Potential - this is likely to be the largest 
source of funding for a demand response transit 
services in Mobile County.  

55-65% 

Mobile County 
Commission 

Lower Potential - although all five peer counties 
investigated during this study were funded in part 
through the county, the Mobile County 
Commission does not consider transportation 
funding to be a priority.  

0% (typically 10-30%) 

Local public 
funding through 
Mobile County’s 
twelve 
governing 
bodies 

Moderate Potential - in similar regions, these 
governing bodies provide funding for public 
transportation. During initial conversations, some 
agencies indicated a willingness to fund transit 
once a clearer proposal was provided. Some of 
these agencies already fund smaller transit 
services (for example, for seniors) and would 
benefit from a higher quality, consolidated transit 
service for their residents.  

10-30% 

Other federal 
funding sources 
- DHR 

Lower Potential - funding through Alabama DHR 
for employment related trips made by qualified 
individuals such as DHR’s JOBS program.  

5-10% 

Community 
organizations 
and nonprofits 

Lower Potential - community organizations, 
particularly those who are already providing their 
own funds toward transportation services, are 
likely to be willing to re-allocate some or all of that 
funding to a countywide transit service.  

5-10% 

Vehicle 
advertising 

Lower Potential - vehicles can easily be branded 
with advertising from local businesses. The 
contribution of advertising will depend on the type 
of branding and the number of interested firms.    

2-10% 
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Uses of Funding 
 
Cost Drivers 
There are many factors that will influence the cost of providing a transit service in Mobile 
County. The most important of these are described below: 
 

Factor  Description  Assumptions for Mobile 
County 

Operating 
model 

There are two main transportation operating models 
(along with several hybrids of these models): 
 

1. Directly Operated: A transportation service 
provided directly by a transit agency, using 
their employees to supply the necessary 
labor to operate the revenue vehicles. In 
Mobile County, a directly operated 
transportation service would likely be 
provided by Wave Transit or SARPC. 
 

2. Purchased Transportation: A 
transportation service provided to a public 
transit agency or governmental unit from a 
public or private transportation provider 
based on a written contract. Purchased 
transportation does not include franchising, 
licensing operation, management services, 
cooperative agreements or private 
conventional bus service. Purchased 
transportation could be provided by a broad 
range of companies or non-profit 
organizations and final costs would likely be 
determined through a competitive RFP 
process.  
 

3. Mobility Management: A mobility manager 
serves as a travel agent by brokering 
customer needs with a variety of service 
providers and providing one-stop customer 
information on available services. For this 
model to be successful, the mobility manager 
must have a range of transportation options 
available. In Mobile County, the majority of 
trips are not currently served by existing 
transit options, so this model is unlikely to 
succeed without the addition of other 
transportation services and funding sources.  

 

Both directly operated 
and purchased 
transportation service 
costs have been 
estimated below. 
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Fleet size  The number of vehicles in the fleet will affect the 
cost of providing the services for several reasons: 
 

● Vehicle service hours: A larger fleet typically 
means more vehicle revenue hours, which 
will increase operating costs. Many costs, 
such as driver pay, are directly proportional 
to the number of vehicle service hours.  
 

● Fleet capital costs: A larger fleet will be 
more expensive to purchase. 
 

● Administration and overhead: A larger 
fleet may result in increased overhead and 
administration costs, such as management 
salaries, legal, travel, and advertising 
expenses. 

Fleet sizes of 6, 10, and 
15 vehicles were 
modeled. These fleet 
sizes were chosen to 
align with the expected 
budget available.  
 
Fleet sizes smaller than 
5-6 vehicles are unlikely 
to provide sufficient 
coverage and may be too 
small for turnkey 
operators to consider 
worthwhile. It is possible 
that the fleet may grow 
beyond 15 vehicles in the 
medium-long term as 
demand and funding 
grows.  

Service hours 
and days 

The hours and days during which a passenger can 
request a ride will affect the cost to provide the 
service. Longer hours will result in more vehicle 
service hours, increasing the cost of the service.  

Service hours of 7 am - 7 
pm on weekdays were 
modeled. Longer service 
hours and weekend 
services are 
recommended if budget 
is available.  

Fleet type  The make and model of vehicle can influence both 
capital and operating costs. Larger vehicles are 
typically more expensive to purchase. Larger vehicles 
also tend to have higher operating costs. Wheelchair 
Accessible Vehicles (WAVs) are usually also more 
expensive to purchase. Some or all vehicles will be 
required to be WAVs to comply with ADA 
requirements.  
 
A commercial drivers licence is required for any 
vehicle, regardless of size, designed to transport 16 
or more persons, including the driver. Drivers 
holding a commercial driver's license are typically 
paid more than those without.  

All financial models 
developed for this report 
assumed 6-seat 
passenger vans such as a 
Chrysler Pacifica, Toyota 
Sienna, or Mercedes 
Metris. However, larger 
vehicles would also be 
satisfactory, although 
potentially more 
expensive. Depending on 
the fleet size, 
approximately 20-50% of 
the fleet should be WAVs 
to ensure equivalent 
access for wheelchair 
users.  

Other 
Requirements 

Several other requirements may increase the cost of 
providing a service. Many of these requirements are 
mandatory when accepting FTA funding.  
 

● Buy America: Vehicles and materials 
purchased, leased, contracted for use and 
acquired must be assembled in the US and 

As this service is 
expected to rely on Rural 
Areas (5311) funding, 
service costs were 
estimated to include the 
costs of meeting all FTA 
requirements.  
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made with steel from the United States. 
Exemptions apply for mini-vans and limited 
waivers are available if Buy America products 
are not readily available. 
 

● 13(c) labor protections: FTA law that 
requires employee protections must be 
certified by the Department of Labor and in 
place before federal transit funds can be 
released to a mass transit provider. Under 
13(c) FTA recipients are not allowed to use 
funds in an effort to downsize their 
workforce. 
 

● Drug & Alcohol: FTA policy that mandates 
testing of drivers for drugs & alcohol. 
 

● Safety and Asset Management: Policies 
that establish asset management and safety 
training protocols and procedures. 
 

● ADA requirements: Policies that require 
services can be provided to individuals with 
disabilities. 

 

 
 
Cost Model Assumptions 
 
The following section provides estimated operating costs for several alternative 
transportation services in Mobile County. The actual cost of providing a service will vary 
depending on a variety of commercial factors. 
 
The annual operating cost has been estimated using two different methods: 

● NTD data for similar agencies 
● A turnkey contracting cost model 

 
Estimating Costs Using NTD Data 
 
NTD data can be used to estimate the cost per vehicle hour to provide a demand response 
transit service. Using this information, annual costs can be estimated for a given fleet size 
and service hours assumptions. As shown in the figure below, the median cost per vehicle 
hour varies significantly. In Alabama, Georgia, Louisiana, and Mississippi, the typical hourly 
cost ranges between $35 - $65 per vehicle hour. Capital costs are not included in these 
estimates. This is slightly lower than the rest of the United States. 
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Minimum, lower quartile, upper quartile, and maximum  

hourly operating cost for demand-response transit in  
similar communities to Mobile, AL (Source: NTD) 

 
Another point of comparison from NTD data is Wave Transit’s demand response services, 
which provides paratransit within ¾ mile of fixed-route services. These vehicles have an 
operating cost of $69 per vehicle hour. However, the existing Wave Transit demand 
response vehicles are larger than those recommended by Via, so actual operating costs 
may be lower if the agency or it’s contractor can procure, operate, and maintain smaller 
vehicles. It is important to note that Wave Transit has indicated that they are unlikely to 
have the resources to operate this service. 
 
Turnkey Contracted Cost Model  
 
Under this model, a third-party contractor would operate the service on behalf of the 
administering agency (SARPC). The third-party contractor would typically be selected 
through a competitive Request for Proposals (RFP) process. In a turnkey contract, the 
transportation provider would be required to provide vehicles, drivers, customer support, 
and software.  
 
For turnkey contracts, agencies do not always have visibility into the breakdown between 
operating, capital, and administrative costs. To avoid imposing burdensome accounting 
rules, FTA allows the subrecipient to consider a percentage of leased service or contracted 
maintenance capital costs without further justification and will provide assistance for 80 
percent of the resultant amount. This is known as the ‘Capital Cost of Contracting’ policy.  
For a turnkey contract, 50% of the contract value can be considered capital and 
administrative and will receive up to 80% federal share. Assuming the remaining 50% is 
operating expenses with a 50% federal share, this would result in an overall 65% federal 
share. A recipient may request FTA participation at a higher percentage of the contract 
than outlined above, but they must provide actual costs and justification. The percentages 
and the corresponding type of contract service are shown below: 
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Percent of contract allowed for capital assistance without further justification : 8

 

Contract Type  Description  Percent of Contract 
Eligible for 80% Federal 
Share 

Service Contract  Contractor provides maintenance and transit 
service; recipient provides vehicles 

40% 

Service Contract  Contractor provides transit service only; 
recipient provides vehicles and maintenance 

0% 

Vehicle 
Maintenance 
Contract 

Contractor provides maintenance; recipient 
provides vehicles and transit service 

100% 

Vehicle Lease 
Contract 

Contractor provides vehicles; recipient 
provides maintenance and transit service 

100% 

Maintenance 
/Lease Contract 

Contractor provides vehicles and maintenance; 
recipient provides transit service 

100% 

Turnkey Contract  Contractor provides vehicles, maintenance, 
and transit service 

50% 

Vehicle/ Service 
Contract  

Contractor provides vehicles and transit 
service; recipient provides maintenance 

10% 

 
 
Estimated Funding Required 
 
The following table includes funding estimates based on a turnkey contracting cost model. 
These costs may vary depending on a variety of factors (see Important Cost Factors for more 
information). These costs are inclusive of operating, capital, and administration costs. As 
demonstrated, smaller fleets have a higher cost per vehicle hour due to the smaller base 
across which overhead costs are allocated.  
 

● A 6-vehicle fleet is expected to cost $1.0M per year, and will require ~$360k in local 
funding. 
 

● A 10-vehicle fleet is expected to cost $1.4M per year, and will require $520k in local 
funding. 
 

● A 15-vehicle fleet is expected to cost $1.9M per year, and will require $730k in local 
funding. 

8 https://www.transit.dot.gov/funding/procurement/third-party-procurement/capital-cost-contracting  
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