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COORDINATED SERVICE CONTRACTING 
Bay Metro Transit, Bay City, Michigan 

 

SUMMARY OF THE STRATEGY:   

Bay Metro Transit administers Michigan 
Specialized Services funding through the 
following approaches: 

 Contracts with a private operator for 
specialized services to purchase 
through a single contract: 
o agency consumer transportation 

on behalf of a group of human 
service agencies  

o its own overflow demand-
response service 

 Reimburses human service agencies 
for agency consumer transportation 
provided by the agency 

 Monitors the contractor for 
compliance 

 Leases two paratransit vehicles to 
the contractor 

 Makes up the difference between the 
contracted rate and the Specialized 
Services subsidy rate with general 
operating funds (which is less costly 
than operating in-house) 

 
The human service agencies 

 Have a monthly cap on Specialized 
Services funding 

 Refer consumers to fixed route 
whenever possible 

 Assist with procurement and 
oversight of the contractor 

 Operate some consumer 
transportation in-house 

 
(Note that Bay Metro Transit also contracts 
for evening JARC transportation.  This 
practice is described separately.)  
 
 

DETAILED DESCRIPTION:   

 
Bay Metro Transit works with a committee 
of human service agencies and consumers 
to coordinate contracted specialized 
transportation services that are funded by 
Michigan’s Specialized Services operating 
funding for seniors and people with 
disabilities.  Bay Metro Transit is the 

AGENCY PROFILE 
 

Organization Type:  Transportation Authority 
 
Service Area:  Bay County, Michigan, along the 
Saginaw Bay on Lake Huron - 447 sq. mi., est. 
population: 110,000.  Includes Bay City urbanized 
area 
 
Resources: 

 Fleet size: 65 vehicles 

 Staff size: 95 full-time/10 part-time 

 FY 2012 Operating Budget:  approx. $8 million 
 
Service Summary: 

 Modes Operated: fixed-route and demand-
response (dial-a-ride) 

 Days and Hours of Service:  Monday-Friday 
approx. 6:30 a.m. - 6:30 p.m., Saturday 9:00 a.m. – 
6:00 p.m. 

 General Public Cash Fare: $1.00 fixed-
route/$3.00 demand-response 

 Passenger Trips/Year:  586,000 
 
Contact: 
Eric Sprague 
Assistant General Manager 
Bay Metro Transit 
1510 N. Johnson Street 
Bay City, MI 48708 
(989) 894-2900 x1225 
http://www.baymetro.com  

Private Sector 
Strategies 
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recipient of these funds from Michigan 
Department of Transportation ($135,000 per 
year), and administers the contract with the 
private operator.  The state reimburses Bay 
Metro for a set rate per rider in the 
urbanized area ($4.07 per passenger trip) 
and per mile in the non-urbanized area 
($1.05 per mile).  Bay Metro pays the 
difference between the state reimbursement 
and the negotiated rates with the private 
operator out of its general operating budget 
(approx. $60,000 per year).  The private 
operator’s contracted rates include 
additional premiums for individuals who 
use wheelchairs and fuel surcharges.    
 
Consumers of the human service agencies 
represented on the committee, which 
include sheltered workshops, mental health 
agencies, and the Area Agency on Aging 
are transported under the Specialized 
Services contract.  The human service 
agencies encourage their consumers that 
are able to ride fixed-route service to do so.  
The individual agencies schedule the 
demand-response service for their 
consumers directly with the private 
operator.  The cost of all Specialized 
Services trips is billed back to Bay Metro.   
 
The agencies are assigned a monthly cap 
Specialized Services funding, as a guide to 
allow them to spread their allocation over a 
full year without running out of funds.  
Quarterly, these caps are reviewed and a re-
distribution may occur if an agency is 
overspending and another is under-
spending. 
 
Bay Metro Transit also schedules overflow 
services for its own demand-response 
service, Bay DART, with the private 
operator as needed through the same 
contract, since it would be more costly to 
expand capacity for Bay DART on an 
ongoing basis.  

In addition to purchasing services on their 
behalf from the private operator, Bay Metro 
Transit also provides Specialized Services 
operating funding to those agencies that 
transport their clients using their own 
vehicles. 
 
The following figure summarizes the 
contract relationships.  

 
 
Bay Metro Transit leases two of its 
paratransit vehicles to the private 
contractor.  The contractor is required to 
maintain minimum insurance requirements 
that comprise what is essentially the 
deductible for Michigan’s transit insurance 
pool in compliance with Bay Metro’s transit 
insurance pool coverage. 
 
CONDITIONS THAT PROMPTED THE 

STRATEGY: 

Bay Metro Transit has been contracting 
services to private providers for more than 
23 years.  Bay Metro Transit has contracted 
the services funded under the Specialized 
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Services program since before the current 
management, so detailed information on 
conditions prior to this approach was not 
readily accessible.   However, historically, 
like many other transit agencies across the 
nation, Bay Metro Transit has had difficulty 
meeting demand for paratransit services. 
 
RESULTS OF THE STRATEGY:  

Bay Metro Transit is able to make effective 
use of available resources under this 
arrangement, because: 
 

 The human service agencies work 
collaboratively through the 
committee and understand the 
limitations on the funding. 

 The human service agencies have an 
incentive to refer their consumers to 
fixed-route (cap on Specialized 
Services funding), thereby reducing 
the demand for demand-response 
service. 

 The private operator is available to 
provide services after regular Bay 
Metro Transit service hours and 
augment Bay Metro Transit’s 
capacity during peak hours with 
only incremental costs. 

 The private contractor developed its 
business in response to the 
availability of the contract and now 
provides contracted transportation 
to several other public agencies and 
under a charter basis.  This growth 
has helped keep unit costs down for 
Bay Metro Transit. 

 
METHODS USED TO DOCUMENT RESULTS: 

 In 2010, the contracted per-passenger 
cost was about $7.00.  Bay Metro 
Transit’s cost per demand-response 

passenger for in-house service cost 
about $25.00 per passenger trip.  In 
the absence of the Specialized 
Services contract, Bay Metro Transit 
estimates that providing the 13,200 
contractor-provider rides in-house 
could cost them over $330,000 per 
year. 

 Under previous contracts with other 
private providers, service quality 
was problematic.   This was 
determined based upon complaints 
received by the human service 
agencies.  A lack of complaints since 
the current contractor began 
operations (approx. 3.5 years ago) is 
evidence that service quality has 
improved. 

 Under previous contracts with other 
private providers, assuring 
compliance with FTA drug & alcohol 
program requirements was 
problematic.   The current contractor 
has been found by FTA to be in 
compliance as part of FTA Triennial 
Review and Drug and Alcohol 
review. 

 

KEY FACTORS FOR SUCCESS: 

 The human service agencies work 
together to plan the best use of the 
limited funding. 

 The human service agency 
Committee meets monthly with the 
contractor.  This helps to ensure any 
issues that may arise are resolved. 

 Maintaining a cap on Specialized 
Services funding for any one human 
service agency helps ensure that the 
program stays within budget. 
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 Involvement of the human service 
agencies in screening customers for 
demand-response eligibility and 
referring their consumers to fixed 
route services whenever possible 
helps reduce demand for demand-
response service. 

 The availability of a private operator 
that was willing to grow their 
business in response to the 
Specialized Services contract, 
including complying with (and 
maintaining compliance with) 
federal requirements for publicly-

funded transit subcontractors (i.e., 
ADA, Drug and Alcohol Testing). 

 

CHALLENGES: 

 Finding a responsive private 
contractor may be a challenge in 
other communities, particularly with 
regards to transporting people with 
disabilities and complying with FTA 
drug and alcohol program 
requirements, driver background 
checks, proper insurance coverage, 
etc. 

 

 
IMPLEMENTATION GUIDE 
 

RECOMMENDED FOR: 

 Demand-response transportation tailored to human service agency program needs 
 After-hours service 
 Overflow demand-response service during peak hours 

 

RECOMMENDED ELEMENTS FOR SUCCESS: 

 At least one reliable private operator willing to comply with FTA and State contract 
requirements (including drug and alcohol program) 

 Collaborative working relationships with human service agencies 
 An active and engaged committee of human service agencies and consumers 
 A sound procurement process 
 Collaborative oversight of the contractor 
 Close monitoring of contract budget 

o enforce a monthly cap for each participating human service agency 
o alternately could charge any overages back to the agency(ies) with the demand that 

exceeds available funding 
 

METHODS FOR DOCUMENTING RESULTS: 

 Determine per-trip costs of in-house operations and compare to contract unit costs. 
 Multiply difference between in-house and contracted unit costs by total annual trips to 

determine annual savings 
 Monitor (and resolve) any complaints against contractor 
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IMPLEMENTATION TOOLS: 

 Sample contracts for 
o private provider 
o agency provider 

 
 Sample vehicle lease agreement with private provider 


















































