1 REVISOR 8835.0280

8835.0280 TOTAL OPERATING COST.

Subpart 1. Definition. "Total operating cost" means the categories of allowable
expenses provided in subparts 2 to 7. The total operating cost is subject to the audit
provisions of part 8835.0350, subpart 3.

Subp. 2. Personnel services expense. The "personnel services" expense category
includes:

A. administrative, management, and supervisory services, which are the amount
paid to transit system employees classified as managers, supervisors, coordinators, or
administrators and for which the amounts claimed by employees must be supported by
daily time distribution records or a cost allocation plan that is supported by the applicant
and approved by the department as part of the management plan;

B. operators' wages, which are the total amount paid to transit system employees
classified as vehicle operators and for which the amounts claimed by employees must be
supported by daily time distribution records;

C. maintenance and repair wages, which are the labor charges incurred in the
performance of maintenance and repair of vehicles and other property required for the
operation of the transit system, including only wages of maintenance personnel employed
by the transit system, and for which the amounts claimed by employees must be supported
by daily time distribution records;

D. other direct wages, which are the amount paid to transit system employees
not classified as operators, maintenance, or administrative personnel, such as dispatchers,
bookkeepers, clerical personnel, janitors, and security personnel, and for which the amounts
claimed by employees must be supported by daily time distribution records;

E. indirect labor charges, which are the amount to be allocated to the transit
contract for labor that is not traceable to a specific transit activity but which benefits
the transit operation and which must be based on a cost allocation plan approved by the
department; and

F. fringe benefits, which are the cost of providing fringe benefits for active
and retired transit system employees, including pension benefits, vacation and sick leave
benefits, social security taxes, workers' compensation insurance, unemployment insurance,
life insurance, and first party medical coverage, and which may be allocated indirectly
based on a cost allocation plan approved by the department.
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Subp. 3. Administrative charges expense. The "administrative charges" expense
category includes:

A. management fees, which are the amount paid for professional services
provided by a management service company engaged contractually to provide operating
management to the transit system;

B. tariffs and traffic expenses, which are any necessary tariff filing fees and costs
for the procurement of tickets, tokens, and transfers;

C. advertising, marketing, and promotional charges, including the necessary cost
of advertising and promoting the transit system,;

D. legal, auditing, and other professional fees rendered by individuals or firms,
other than transit system employees, for the purpose of maintaining continuing operations
of the transit system, including:

(1) attorney fees and expenses, court costs, witness fees, and fees
for accounting and auditing services, such as accident claims, defending workers'
compensation claims, or other items directly related to the management plan and approved
by the department; and

(2) fees paid for planning, engineering, or other consultant services that are
directly related to the management plan approved by the department;

E. security costs, which are the costs necessary to provide armored car services,
patrol services, and electronic surveillance for vehicles, stations, yards, and buildings to
detect and prevent criminal activity, fires, and unsafe conditions, when the patrolling is
performed by an outside security agency and not by transit system employees;

F. office supplies expense, which is the cost of office supplies and materials and
printing and photocopying charges solely attributable to and necessary for the operation of
the transit system;

G. lease and rental costs of administrative facilities used for performing the
general administrative functions of the transit system, including leases and rentals of such
items as land, buildings, office equipment, and furnishings;

H. utilities expense, which is the cost of utilities such as gas, electricity, water,
telephone and other communications services, and trash collection;

I. other direct administrative charges, including administrative charges necessary
for the continuing operation of the transit system, such as mileage reimbursement for
transit support vehicles, approved conference fees, employee travel expenses, employee
development, driver's training, approved membership fees for transit associations if the
cost of membership is reasonably related to the value of the services or benefits received,
and subscriptions to transit publications; and
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J. indirect administrative charges, which are the amount allocated to the transit
contract for administrative services not traceable to a specific transit activity but which
benefit the transit operation and which must be based on a cost allocation plan approved by
the department.

For purposes of item I, mileage reimbursement must be based on a rate approved by
the local governing body, as long as the rate is reasonable and consistent with similar rates
approved by the local governing body.

Subp. 4. Vehicle charges expense. The "vehicle charges" expense category applies
to vehicles owned or leased by the public transit system and includes:

A. fuel and lubricants expense, including net costs of gasoline, diesel, and
alternative fuels and costs of antifreeze, propane, lubricating oil, transmission fluid, and
grease used by revenue and service vehicles;

B. maintenance and repair material expense, including costs of parts, materials,
and supplies used in the maintenance and repair of revenue and service equipment;

C. contract service maintenance labor expense, which is the cost of labor for
maintenance and repair service provided by persons other than transit system employees;

D. tire expense, which is the cost of tires and tubes used on revenue and service
equipment including the cost of recapping or regrooving and the rental costs for tires and
tubes; and

E. other vehicle charges, including the costs of:

(1) first aid equipment, fire extinguishers, and other emergency equipment
required for vehicles; and

(2) noncapitalized vehicle improvements that do not remake a vehicle or
appreciably extend its useful life and that have received approval from the department.

Subp. 5. Operations charges expense. The "operations charges" expense category
includes:

A. purchase of service, which is the cost of having a subcontractor operate the
project service, with cost established:

(1) through competitive bidding procedures, except for those recipients
covered under Minnesota Statutes, chapter 221;

(2) through a negotiated contract with the prime contractor in bid situations
when only one bid is received; or

(3) through a negotiated subcontract in a nonbid situation;

Copyright ©2007 by the Revisor of Statutes, State of Minnesota. All Rights Reserved.



4 REVISOR 8835.0280

B. depreciation, which is the amount of depreciation or use allowance on
depreciable items such as structures, revenue equipment, service vehicles and equipment,
and office furniture and equipment and is the amount allowed based on a company's
existing depreciation schedule or, if a schedule does not already exist, a depreciation
schedule submitted to and approved by the department, but which may not be charged for
items purchased, totally or in part, with state or federal funds;

C. mileage reimbursement for passenger service, including the cost of volunteer
driver reimbursement for projects incorporating this type of service, as well as mileage
reimbursement for transit personnel using private vehicles for emergency replacement
passenger transport in the event of mechanical breakdown of transit vehicles;

D. repair and maintenance of other property, including material costs associated
with the upkeep and repair of buildings and stations, grounds, nonrevenue equipment
owned or leased by the transit company, and miscellaneous expenses such as small tool
replacement, and supplies used for cleaning and for general shop and garage purposes;

E. leases and rentals of facilities or equipment used in the operation of the transit
system, including leases and rentals of garages, depots, passenger vehicles, service vehicles,
passenger stations, communication equipment, and computers, with allowability based on
the reasonableness of rates and the presence of evidence that the lease will not give rise to
material equity in the property; and

F. other operations charges, including the cost of such things as the purchase or
rental and cleaning of uniforms, tools and equipment, sanding and snowplow operations,
passenger amenities, and station agents and which may be allocated indirectly based on a
cost allocation plan approved by the department.

For purposes of item C, mileage reimbursement must be based on a rate approved by
the local governing body, as long as the rate is reasonable and consistent with similar rates
approved by the local governing body.

Subp. 6. Insurance charges expense. The "insurance charges" expense category
includes:

A. public liability and property damage insurance expense on vehicles, including
premiums paid to insure the transit system against loss through damage to its own property
and to indemnify the transit system and all financial and operational participants against
loss from liability for its acts that cause damage to the person or property of others; and

B. public liability and property damage insurance charges other than on vehicles,
including excess liability insurance, baggage and express insurance, and fire and theft
insurance.
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Subp. 7. Taxes and fees expense. The "taxes and fees" expense category includes:
A. vehicle registration and permit fees on vehicles; and
B. other taxes and fees, including applicable real estate, property, and sales taxes.
Statutory Authority: MSs 174.23; 174.24; 174.245
History: 8 SR 2113; 25 SR 61
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