 

Uniform System of Accounts (USOA)
 Expense Code Explanations and Examples 


Labor (5010)
[bookmark: bookmark1]Labor expenses arise from the performance of work by employees. Labor expenses include pay and allowances owed to employees in exchange for the services provided to the transit agency. It also includes bonuses, shift differentials, overtime premiums, minimum guarantees, paid absences, and fringe benefits.

 Operators’ Salaries and Wages (5011)
Operators’ salaries and wages include the cost of labor, excluding paid absences and fringe benefits, for the transit agency's employees who are classified as revenue vehicle operators or crewmembers. These expenses include wages for performing activities related to vehicle operations such as:

· report time
· platform time
· turn-in time
· accident reporting time
[bookmark: _GoBack]
These expenses also cover wages paid to back-up (extra board drivers) such as stand- by time.  In small transit systems, operators also may be scheduled to perform vehicle maintenance duties that are typically performed by vehicle maintenance employees. These duties may include servicing revenue vehicles (e.g., fueling, interior cleaning, and exterior washing) and limited inspection and maintenance of revenue vehicles.
Operators sometimes are temporarily assigned duties other than driving their vehicles in revenue service such as:

· training time either as a student or instructor
· revenue vehicle movement control as dispatchers or road supervisors
· movement of revenue vehicles among maintenance and operating facilities
· maintenance of bus stops and shelters
· general administration assignment such as customer service and marketing





The agency reports expenses for operators’ salaries and wages under the following four functions, depending on the type of work the operator is performing:

1. Vehicle Operations Operators’ Salaries and Wages

2. Vehicle Maintenance Operators’ Salaries and Wages

3. Facility Maintenance Operators’ Salaries and Wages

4.  General Administration Operators’ Salaries and Wages
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	Vehicle Operations
	Vehicle Maintenance
	Facility Maintenance
	General Administration

	· Operating a revenue vehicle
	· Inspecting the tires and replacing and/or pumping air into the revenue vehicle tires
· Cleaning the revenue vehicles
· Fueling the revenue vehicles
· Moving vehicles between the garage and maintenance facilities
	· Replacing all the lights in the administrative building
· Replacing all the lights in the garage
· Cleaning garage
	· Filming a marketing video
· Answering customer service calls

	
	
	
	



[bookmark: bookmark2]In most transit systems, the overwhelming majority of operators’ salaries and wages expenses belong to the Vehicle Operations function.






Operators’ Paid Absences (5012)
This includes vacation leave, sick time, and other paid time off not contingent on a specific event outside the control of the transit agency for revenue vehicle operators or crewmembers.

	Example: Paid Absences

	Your transit agency’s employee receives 96 hours of vacation time each year and her hourly pay is $12 per hour. Using accrual accounting, account for the employee’s paid absences as follows:
1. Vacation pay per year = 96 hours x $12 per hour = $1,152 per year
2. $1152 per year / 52 weeks in a year = $22.15 per week
3. Accrue a liability of $22.15 per week for the employee’s vacation pay
4. Report the total paid absences expenses of $1,152 in NTD for the reporting year



[bookmark: bookmark3]Other Salaries and Wages (5013)
This object class includes the cost of labor, excluding paid absences and fringe benefits, of employees of the transit agency who are not classified as revenue vehicle operators or crewmembers (e.g., maintenance workers, administrative staff, and transit managers).


	Expense Salaries and Wages Paid Absences Fringe Benefits

	Salaries
	X
	
	

	Vacation time
	
	X
	

	Sick time
	
	X
	

	Other paid time off
	
	X
	

	Bonuses
	X
	
	

	Overtime
	X
	
	

	Social security taxes
	
	
	X

	Medical insurance
	
	
	X

	Pension plan
	
	
	X

	Childcare assistance
	
	
	X



The agency reports other salaries and wages in the following four functions, depending on the type of work the employee is doing:
1. Vehicle Operations Other Salaries and Wages

2. Vehicle Maintenance Other Salaries and Wages

3. Facility Maintenance Other Salaries and Wages

4. [bookmark: bookmark4]General Administration Other Salaries and Wage






Other Paid Absences (5014)
This includes vacation leave, sick time, and other paid time off not contingent on a specific event outside the control of the transit agency for its employees that are not classified as revenue vehicle operators or crewmembers.
[bookmark: bookmark5]Fringe Benefits (5015)
Fringe benefits are the expenses for employment benefits that an employee receives in addition to his or her base salaries and wages. Fringe benefits include payments associated with the employee's labor that do not arise from the performance of work, but still arise from the employment relationship. Fringe benefits can be divided into the following four categories:
1. Employment Taxes: federal, Medicare, and Social Security taxes.

2. Health and Welfare Expenses: medical and dental insurance plans (to include hospital, surgical, and pharmaceutical plans); short-term disability and life insurance plans; workers’ compensation or Federal Employees Liability Act Contribution; and unemployment plans.

3. Retirement Costs/Pension Plans: pension plans, long-term disability plans, and other postemployment benefits (OPEB).

4. Other Fringe Benefits: uniform and work clothing; tool allowances; employee and family transit passes; reimbursements for moving and education; assistance for dependent care, childcare, and adoption; employee discounts; and other fringe benefits not described in the categories listed above.

Similar to operators’ and other salaries and wages, the agency reports fringe benefits in four functions based on the type of work the employee who receives the benefits is doing.
1. Vehicle Operations Fringe Benefits
2. Vehicle Maintenance Fringe Benefits
3. Facility Maintenance Fringe Benefits
4. General Administration Fringe Benefits

[bookmark: bookmark6]Other Postemployment Benefits (OPEB)
In addition to pensions, some transit agencies provide other postemployment benefits (OPEB). OPEB includes postemployment healthcare and life insurance that are provided separately from a pension plan.

[bookmark: bookmark7]    Services (5020)
Services are the labor and other work provided by outside organizations for fees and related expenses. Outside organizations may be private companies or public entities. The agency reports work done by personnel within the reporting unit as salaries and wages and fringe benefits. For example, if the reporting unit is a city, then transit-related work done by city employees, even those outside the transit division, is reported as salaries and wages and fringe benefits, not services. Services provided by an outside organization are usually procured as a substitute for in-house employee labor, except in the case of independent audits, which could not be performed by employees. Agencies usually substitute services for in-house labor because the skills offered by the outside organization are needed for only a short period of time or internal staff does not have the requisite skills. This object class includes all costs that are part of the service agreement. For example, if in a contract for custodial service the custodial company provides the cleaning supplies, the cost of these supplies belongs to Services, not Other Materials and Supplies. Services expenses may apply to any sub-function.
The services object class does not include purchased transportation service. A contractor that provides vehicle operators is considered a purchased transportation provider, and any other labor or materials provided by that contractor, including fuel, parts, and maintenance, belong to the purchased transportation object class.

[bookmark: bookmark8] Materials and Supplies (5030)
[bookmark: bookmark9]The expenses in the following three object classes include products obtained from outside suppliers or those manufactured internally. The cost of the material or supply includes freight-in, purchase discounts, cash discounts, sales taxes, and excise taxes (except on fuel and lubricants). Charges to this object class include both materials and supplies issued from inventory for use, and materials and supplies purchased for immediate use (i.e., items used without going through inventory).

Fuel and Lubricants (5031)
This object class includes fuel used to propel revenue and non-revenue vehicles and lubricants such as motor oil, transmission fluid, and grease. Purchase and cash discounts are included in the cost of the fuel or lubricant.
Fuel and Lubricants expenses may belong to the following functions and sub- function(s):
1. Vehicle Operations
a. Revenue Vehicle Operation Fuel and Lubricants
2. Vehicle Maintenance
a. Servicing and Fueling Vehicles Fuel and Lubricants
Sales or excise taxes are not included in the cost; the agency reports them separately under Taxes (5060). The agency reports fuel costs net of fuel taxes, even if the agency paid the taxes initially and was later reimbursed.

Note that modes powered by electricity report propulsion power under Revenue Vehicle Operation Utilities.

[bookmark: bookmark10]Tires and Tubes (3032)
This object class includes the cost of tires and tubes, whether they are rented, leased or purchased. The agency does not report rented and leased tires and tubes under Operating Lease Expenses (5220). Purchase discounts, cash discounts, sales taxes, and excise taxes are included in the cost of the tires and tubes. Tires and tubes expenses may belong to the following functions and sub-functions:
1. Vehicle Operations
a. Revenue Vehicle Operation Tires and Tubes
2. Vehicle Maintenance
a. Servicing and Fueling Vehicles Tires and Tubes
[bookmark: bookmark11] 
Other Materials and Supplies (5039)
The expenses in this object class include products obtained from outside suppliers or those manufactured internally that are not covered in the two preceding object classes. The cost of the material or supply includes shipping costs, purchase discounts, cash discounts, sales taxes, and excise taxes. Costs associated with this object class include materials and supplies issued from inventory or purchased for immediate use (i.e., items used without going through inventory). Other Materials and Supplies expenses may belong to the following functions and sub-functions:

1. Vehicle Operations
a. Dispatching and Supervising Other Materials and Supplies
b. Ticketing and Fare Collection Other Materials and Supplies
c. Security Other Materials and Supplies
d. Transportation Administration Other Materials and Supplies
2. Vehicle Maintenance
a. Servicing and Fueling Vehicles Other Materials and Supplies
b. Inspection, Maintenance, and Repair of Vehicles Other Materials and Supplies
3. Facility Maintenance
a. Maintenance of Vehicle Operations Equipment Other Materials and Supplies
b. Maintenance of Roadway and Track Other Materials and Supplies
c. Maintenance of Tunnels, Bridges, and Subways Other Materials and Supplies
d. Maintenance of Passenger Stations Other Materials and Supplies
e. Maintenance of Operating and Maintenance Buildings, Grounds, and Equipment Other Materials and Supplies
f. Maintenance of Administrative Buildings, Grounds, and Equipment Other Materials and Supplies
g. 
g. Operation and Maintenance of Electric Power Facilities Other Materials and Supplies
4. General Administration Other Materials and Supplies
a. Customer Relations Other Materials and Supplies
b. Promotion Other Materials and Supplies
c. Preliminary Capital Project Planning Other Materials and Supplies
d. Safety Other Materials and Supplies
e. Information Technology Other Materials and Supplies
f. Office Management and Services Other Materials and Supplies
g. General Other Materials and Supplies





[bookmark: bookmark12]Utilities (5040)
This object class includes expenses for electricity, gas, water, telephone, heating oil, fuel for backup generators, and internet. Utilities expenses may belong to the following functions and sub-functions:
1. Vehicle Operations
a. Revenue Vehicle Operation Utilities
2. General Administration
a. [bookmark: bookmark13]General Utilities
Casualty and Liability Costs (5050)
Casualty and liability costs are expenses related to loss protection and losses incurred by the transit agency. These expenses include:
· Compensation of others for their losses due to acts for which the transit agency is liable.
· The costs of protecting the transit agency from losses through conventional insurance and other risk financing programs (e.g., self-insurance and insurance pools).
· Agency losses due to the liable actions of others that are covered by other corporate insurance.
Note that refunds and paybacks received from state insurance pools are netted from Casualty and Liability Costs.
Transit agencies often incur self-insurance costs. Note that premiums also include self- insurance costs.
Casualty and Liability Costs include the following:
1. Premiums for Physical Damage Insurance: premiums applicable to the reporting period to insure the transit agency from loss through damage to its own property caused by collision, fire, theft, flood, earthquakes and other types of losses.

2. Premiums for Public Liability and Property Damage Insurance: premiums applicable to the reporting period to insure the transit agency against loss from liability for incidents by the transit agency which cause damage to the person or property of others.
3. Payouts for Insured Public Liability and Property Damage Settlements: payments (or accruals) of actual liability to others arising from culpable acts of the transit agency that are covered by public liability insurance.



4. Payouts for Uninsured Public Liability and Property Damage Settlements: payments (or accruals) of actual liability to others arising from culpable acts of the transit agency that are not covered by public liability insurance.
5. Provision for Uninsured Public Liability and Property Damage Settlements: periodic estimates of liability to others arising from culpable acts of the transit agency that relate to the current period that are not covered by public liability insurance.
6. Premiums for Other Corporate Insurance: premiums applicable to the reporting period to insure the transit agency from losses other than damage to its property or liability for its culpable acts (e.g., fidelity bonds, business records insurance).
7. Other Corporate Losses: charges for actual losses resulting from events covered by the other corporate insurance.
Record all casualty and liability expenses in the General Administration function.
1. General Administration
a. Risk Management Casualty and Liability
The agency reports costs of employees engaged in insuring and processing claims for and against the reporting agency in Labor, as appropriate. The agency reports the costs of repairing damaged property in Labor and Other Material and Supplies (5039), as appropriate. The costs of writing off property damaged beyond repair are reported as Extraordinary or Special Items (5280), depending on the circumstances of the impairment.

[bookmark: bookmark14]Taxes (5060)
Tax expenses are the charges and assessments levied against the transit agency by federal, state and local governments. Sales taxes, excise taxes, freight-in and other acquisition costs are not included in this object class. Instead, they are accounted for as part of the cost of the material or service purchased. The agency reports taxes in the following functions and sub-functions:
1. Vehicle Operations
a. Revenue Vehicle Operation Taxes
2. Vehicle Maintenance
a. Servicing and Fueling Vehicles Taxes
3. Facility Maintenance
4. 
a. Administration of Facility Maintenance Taxes
4. General Administration
a. General Taxes

Reimbursement of Taxes Paid
[bookmark: bookmark15]Reimbursement, or refunds, of taxes paid include the receipt or accrual of state government payments to help cover the cost of taxes incurred by the transit agency. Reimbursement of taxes is netted from the associated expense on which the tax was originally levied. The agency does not report reimbursements of taxes as revenue. For example, some states reimburse transit agencies for taxes paid on fuel. Agencies net refunds of fuel taxes from fuel tax expense, rather than reporting them as revenue.

Purchased Transportation Expenses (5100)
[bookmark: bookmark16]Purchased Transportation (PT) expenses include the payments or accruals to sellers or providers of service, including fare revenues retained by the seller. It does not include the capital leasing portion of the contract.

Purchased Transportation in Report (5101)
This object class includes the payments or accruals to sellers or providers of service, including fare revenues retained by the seller. The agency reports Purchased Transportation (PT) expenses in this object class when they report the associated service in their own NTD report. If the other party reports the service, the expenses belong to the object class Purchased Transportation Filing Separate Report (5102). The PT seller must provide a breakdown of the expense object classes, separated out by the four NTD functions (i.e., Vehicle Operations, Vehicle Maintenance, Facility Maintenance, and General Administration) according to the classifications defined throughout this document.
[bookmark: bookmark17][bookmark: bookmark18]
Reporting Contractor Expenses
The expenses in this object class must include the total amount paid by the buyer to the seller. The seller’s actual expenses are often less than this amount, since the seller receives a profit included in the expenses paid by the buyer; the actual expenses will be greater than the amount paid if the seller suffers a loss. Since buying agencies are reporting, the expenses recorded are the buyer’s expenses, and the buyer reports the total amount paid to the seller.

	
	[bookmark: bookmark19]Vehicle Operations
	Vehicle Maintenance
	Facility Maintenance
	General Administration
	Capital Leasing
	Total

	Contractor Cost
	$400,000
	$250,000
	$50,000
	$100,000
	$200,000
	$1,000,000

	Contractor Profit
	$40,000
	$25,000
	$5,000
	$10,000
	$20,000
	$100,000

	Total
	$440,000
	$275,000
	$55,000
	$110,000
	$220,000
	$1,100,00



[bookmark: bookmark20]

Miscellaneous Expenses (5090)
This object class includes expenses that cannot be attributed to any of the other expense object classes. Agencies must check to be sure an expense does not belong in a different object class before reporting it as miscellaneous. Direct miscellaneous expenses are reported in the appropriate function. Shared miscellaneous expenses are allocated among the functions according to the reporter’s best professional judgment.
Miscellaneous expenses may belong to the following functions:
1. Vehicle Operations
2. Vehicle Maintenance
3. Facility Maintenance
4. General Administration
Some common miscellaneous expenses and their associated functions are listed below.
1. Dues and Subscriptions: Fees for membership in industry organizations and subscriptions to periodicals. The agency reports this expense under the General Administration function.
2. Travel and Meetings: Air, train or bus fares and allowances for transportation of traveling transit agency employees and related officials. In addition, this expense includes food and lodging, charges for participation in industry conferences, and other related business meeting expenses. The agency may report this expense under any of the four functions. For example, if employees are sent to receive training for Vehicle Maintenance activities, the expense would belong to Vehicle Maintenance.
3. Bridge, Tunnel, and Highway Tolls: Payments made to authorities and other organizations for the use of bridges, tunnels, highways, and other facilities. The agency reports this expense under the Vehicle Operations function.
4. Entertainment Expense: Costs of social activities and other incidental costs relating to meals, beverages, lodgings, transportation, and gratuities. The agency reports this expense under the General Administration function.
5. Charitable Donations: Contributions to charitable organizations made by the transit agency. The agency reports this expense under the General Administration function.
6. Fines and Penalties: Costs of fines and penalties incurred by the transit agency. The agency reports this expense under the General Administration function.
7. [bookmark: bookmark21][bookmark: bookmark22]Bad Debt Expense: Amounts owed to the transit agency that the agency has determined to be uncollectable. The agency reports this expense under the General Administration function.



Reconciling Items (5200)
Reconciling items are expenses that are not included as capital expenses or as mode- specific operating expenses. If reconciling items represent cash expenditures such as operating lease expenses, the agency reports them as Funds Applied. The agency reports non-cash expenditures such as depreciation as Funds Not Applied.

[bookmark: bookmark23] Interest Expenses (5210)
Interest expenses are charges for the use of capital borrowed by the transit agency. Interest expenses may accrue on both short-term debt and Long-Term Debt obligations.
1. Interest on Long-Term Debt Obligations: charges for the use of capital borrowed on a long-term basis (the liability for which is usually represented by bonds or loans) employed in the operation of the transit system. Interest charges pertaining to construction debt that are capitalized will not be reflected as interest expense.
2. Interest on Short-Term Debt Obligations: charges for the use of capital borrowed on a short-term basis employed in the operation of the transit agency.
[bookmark: bookmark24]Operating Lease Expenses (5220)

Operating lease expenses include payments for the use of Capital Assets not owned by the transit agency. Operating leases allow the transit agency to use assets, but do not allow them the rights of asset ownership (e.g., transfer of title). As such, operating leases are not capitalized as assets, but are recorded as operating expenses during the reporting period.

[bookmark: bookmark25]Some operating leases include costs that the agency must separate out and report under Services (5020). If part of the lease cost covers a service, rather than just the cost of the use of the asset, the agency reports this under Services (5020) rather than operating lease expenses. This also applies to Capital Leases (5230) and Related Parties Lease Agreements (5240).

Capital Leases (5230)
Other than an operating lease, a transit agency may also have a capital lease. A lease is considered a capital lease if it meets any of the following four criteria at its inception (the earlier of the date of the lease agreement or commitment):
1. Transfer of ownership: the lease transfers ownership (e.g., transfer of title) of the property to the transit agency by the end of the agreed-upon lease term.

2. Bargain purchase option: the lease contains a provision that allows the transit agency to purchase the leased property for a reduced price (reduced compared to expected fair value of the property at the date that the purchase option becomes exercisable).
3. Lease term: lease term is equal to or greater than 75% of the estimated useful life of the leased property. However, if the beginning of the lease term falls within the last 25% of the total estimated useful life of the leased property, this criterion cannot be used for classifying the lease as a capital lease.
4. Minimum lease payments: the present value at the beginning of the lease term of the minimum lease payments to be paid by the transit agency, excluding executory costs such as insurance, maintenance, and taxes, is equal to or greater than 90% of the fair value of the property at lease inception.

The agency reports the current portion of capital leases in operating expenses for the reporting period. The current portion of capital leases includes lease payments made for capital leases during the reporting period. The noncurrent portion of capital leases is capitalized and reported as Capital Lease Obligations (2230).

	Example: Capital Lease

	You are a transit agency that agreed to lease a train from the manufacturer for 10 years or 120 months. At the end of the 10 years, you have the option to purchase that revenue vehicle at below market value. You agree to pay the manufacturer $5,000 per payment during the lease period and make 4 lease payments this reporting year. You report the expenses as follows:
· Report $20,000 ($5,000 per payment x 4 payments) lease expense as reconciling item in operating expenses.
· Report the remaining noncurrent portion of the capital lease as capital lease obligation.



[bookmark: bookmark26]Related Parties Lease Agreements (5240)
Other than operating and capital leases, transit agencies may also have related parties lease agreements. Related parties leases are leases with terms and payment amounts that are substantially less than they would be in usual circumstances because the transit agency is related to the lessor. Common examples include:
· A state government’s department of transportation purchases buses and leases them to transit agencies in the state at half the market rate.
· [bookmark: bookmark27][bookmark: bookmark28]A county government leases land to a local transit agency for use as a parking lot for a dollar a year.



[bookmark: bookmark30]
Extraordinary and Special Items (5280)
Extraordinary items are material events or transactions that are distinguished by their unusual nature and by the infrequency of their occurrence.
Examples of material extraordinary items include capital assets that were impaired by extraordinary events such as Hurricane Sandy or Hurricane Katrina. The agency reports these impaired values as extraordinary items rather than regular operating expenses to highlight their unusual and infrequent nature.
If a material event or transaction is unusual in nature or occurs infrequently but not both, it does not meet criteria for classification as an extraordinary item; instead, the agency classifies it as a special item. Both extraordinary and special items are distinguishable from normal operating items and the agency thus reports them separately.

	Event
	Classification

	Hurricane Sandy/ Hurricane Katrina
	Extraordinary and Special

	Blizzard in a state where the last blizzard storm occurred 100 years ago
	Extraordinary and Special

	Blizzard in a state where blizzard storms occur multiple times each winter
	Not Extraordinary and Special

	Flood in a town surrounded by rivers and lakes
	Not Extraordinary and Special

	Earthquake in a state like California where earthquakes are reported frequently throughout the year
	Not Extraordinary and Special


[bookmark: bookmark31]
Other Reconciling Items (5290)
Other Reconciling Items are any other costs that cannot be captured in the above reconciling items object classes, such as funds to another agency through a cooperative agreement and expenses for purchased transportation services not meeting NTD requirements for a contractual agreement.
[bookmark: bookmark33][bookmark: bookmark32]


