Student Transportation Allowable Costs

July 2026

MICHIGAN

—riEducation

Michigan Department of Education
Office of Health and Safety

Office of Special Education



MICHIGEN

~Education
Table of Contents
INEFOAUCTION Lottt e e s st e e s e sttt e e s s sar e e e s sabbeeeessnbaeeeesnans 3
VLT 1o o F- | <3 3
GeNEral INFOrMAtioN ...cuii i s 4
PN | [oTor=Yd o] g o) 6 1) &3 PP UPUPRPPRN 5
COSt INFOIrMATION ..ciiiiiei ettt e s rae e e sabaeesaree s 5
Payments BEtWEEN DiSTIICES .oouuuueiiiei e e e e e e e e e e e e e e eeeees 5
Early Retirement Incentive Payments and Unused Sick Leave..........ccccecciiccicicccnnnnnnnn, 6
UL I 3 PR P TUPPRPPP 6
Field Trips, Athletics, and Extracurricular Events (Are Not Eligible for
regular/vocational education transportation)........ccccceeeieeeireeeeeeiieee e 7
Costs for Providing Transportation for School of Choice Students .........cccvveeeeeeeeeennnnee. 7
Non-Student Transportation COSES ......cuuiiiiiiiiiiiee it saaeee s 7
L= PP PO P PUPPPRTPIN 8
Function Code 271 — Student Transportation SErviCes........cccvvriiieeeirniiieeenieeeeeeiieee e 8
SAIATIES ettt e et e e e st e e e e st e e e e e bt e e e s enbraeeeeeaa 8
EMPIOYEE BENETIES. . uutiiiiiieiee et e e e e e e e e e rarr e e e e e e e e e e erarraaeeeeas 9
Purchased Services — Vehicle Related COStS......ccovvuiiiiiiiiiiiiiiineeeeeeeee e 9
Purchased Services - Non-Vehicle Related CostS.......cccvvvviiiieiiiiiieeiniieee e 10
N UL o] LTy A\ L= o T | TS 12
(014 =T g o d 0 1] g =T PP PPRP PP 12
Function Code 261 — Direct Operation and MaintenancCe .......ccccceeeeeeieeeeeeeeeeeesiciccccccanns 13
TeChNICal ASSISTANCE .....eeiiiieeeeee et e e s e e s as 14

MDE OHS OSE Page 2 of 14



MICHIGEN

Department

“Education

Student Transportation Allowable Costs

Introduction

The following is a list of items approved to be included as a direct cost on the
Transportation Expenditure Report (SE-4094) for regular/vocational education
transportation and/or specialized transportation by all intermediate school districts
(ISDs) and local education agencies (LEAs), both traditional public-school districts and
public-school academies (PSAs), that provide transportation to students.

Costs not included in this document are not to be reported on the SE-4094 without
annual prior approval from the Michigan Department of Education (MDE). Utilize the
Special Education Prior Approval Request Form to submit a prior approval request to
MDE OSE for specialized transportation costs.

Transportation costs reported under the regular/vocational education transportation
columns of the SE-4094 are reviewed by the MDE Office of Health and Safety (OHS).
Districts receive state categorical aid for regular/vocational education transportation
costs under Section 22| of the State School Aid Act using a calculation methodology as
described in the Act.

Specialized transportation costs reported under the specialized transportation Section
52 and specialized transportation Section 53a columns of the SE-4094 and are reviewed
by the MDE Office of Special Education (OSE). Districts receive state categorical aid for
specialized transportation Section 52 costs under Section 51a(2)/Section 51c of State
School Aid Act. State categorical aid for specialized transportation costs reported under
Section 53a is received through Section 53a(5) of the State School Aid Act.

New Updates

e Addition of information regarding MDE OHS and Section 22| of the State School
Aid Act.

e Information from the Instructions for Completing Form SE-4094 has been moved
to this document such as: General Instructions, Allocation of Costs, and Cost
Information.

MDE OHS OSE Page 3 of 14


https://www.michigan.gov/mde/-/media/Project/Websites/mde/specialeducation/funding/stateaid/PriorApprovalRequest.pdf?rev=6ded704a09094171b17b079f8a4ada87&hash=DB9D15F1D8436515F7B58FA8084FB332
https://www.legislature.mi.gov/(S(gmb3m4b53dok2bmasear1c5b))/documents/mcl/pdf/mcl-act-94-of-1979.pdf#page=87

MICHIGEN

=i Education

Criteria has been moved from the SE-4094 Instructions describing how costs
contracted from another Michigan public school district can be considered for
allowable costs on the SE-4094.

Removal of instructions regarding how certain costs are to be prorated between
regular/vocational education transportation and specialized transportation.

Specialized transportation costs incurred for the provision of a free appropriate
public education (FAPE), as outlined in the student’s individualized education
program (IEP), are allowable under specialized transportation. This may include
transportation necessary for the student to participate in extracurricular activities
when required by the IEP.

Addition of object code 5740 — Electric School Bus Charging

Addition of object code 5990 - Miscellaneous supplies and materials related to
the direct operation and maintenance of the district’s transportation
department.

Object codes previously associated with Function Code 271 within this document
are now associated with Function Code 261 to align with the Michigan School
Accounting Manual (Bulletin 1022).

General Information

Districts can report costs related to providing transportation to children with
disabilities between the ages of 0 and 26 on the SE-4094.

Districts can report costs related to providing transportation to children without
disabilities between kindergarten and grade twelve (12) on the SE-4094.

The Michigan School Accounting Manual (Bulletin 1022) serves as a mandatory
guide to the uniform classification and recording of accounting transactions for
Michigan public school districts.

Only allowable transportation costs charged to local funds, and which have not
already been reimbursed through another funding source are eligible to be
reported on the SE-4094.

Costs reimbursed through federal and/or state funds are not eligible to be
reported on the SE-4094. Examples include but are not limited to:
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o Clean School Bus Energy Grant
o Great Start Readiness Program (GSRP)
o Environmental Protection Agency (EPA)

o Individuals with Disabilities Education Act (IDEA)

Allocation of Costs

e Costs are to be reported on the SE-4094 under regular/vocational education
transportation, specialized transportation-Section 52, or specialized
transportation-Section 53a using a direct charge basis wherever possible, or by a
method of allocation which provides a reasonable distribution of costs.

o Allocation and/or journal entry documentation must be maintained for
monitoring purposes and submitted to the MDE upon request.

o Lack of allocation documentation may result in the disallowance of costs.

e Salaries and benefits for personnel performing multiple duties must be reported
on the SE-4094 based upon the percent of time spent performing student
transportation duties. The split-funding of salaries and benefits of personnel
reported must be based on records that accurately reflect the work performed.

o These records must be supported by a system of internal control which
provides reasonable assurance the costs are allocable, allowable,
reasonable, and necessary.

Cost Information

Payments Between Districts

Costs contracted from another Michigan public school district are allowable to be
reported on the SE-4094 if there is an agreement in place signed by each district
regarding which district will be reporting the costs for reimbursement. A signed
agreement is needed to ensure expenditures are not over reported between the
districts.

If the operating district is claiming state aid reimbursement, the operating district
must deduct the state aid reimbursement to be received from the cost before billing
the contracting district to ensure the operating district is not over reimbursed.
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Documentation to support how the contracted costs were reported between districts,
as well as the signed agreement, must be maintained for monitoring purposes and
submitted to MDE upon request. Lack of documentation may result in the disallowance
of costs.

Early Retirement Incentive Payments and Unused Sick Leave

Lump sum payments, retirement incentive payments spread over the following year,
and the purchase of annuities as a retirement do not qualify for state categorical
reimbursement. The early retirement incentive payment plan is not directly related to
the provision of transportation to students.

Stipends or prepaid insurance for personnel who retire early also do not qualify for state
categorical reimbursement. These payments are made as an incentive for personnel to
retire early and are not part of the ordinary fringe benefits and operational costs of the
district.

Payment of unused sick leave is reimbursable to the extent the sick leave was accrued
during service to the student transportation program. For example, if an employee
worked five years in a student transportation program and five years in a nonstudent
transportation program, the split in the reimbursement for unused sick leave should be
50 percent to each.

Severance Payments and Bonuses
Severance payments, or money paid to employees upon dismissal or discharge, are not
allowable as a direct charge for state aid reimbursement.

Bonuses and incentive payments that exceed the contracted salary amounts, regardless
of being coded as a salary (17XX) or a benefit (2XXX) are not a requirement under state
or federal law for the provision of regular or special education programs and services
and are not reimbursable for state aid.

Refunds
These are a credit against the year in which the refund is received and must offset
expenditures reported on the SE-4094 on a direct charge basis.

Fuel Tax
Fuel tax must not be included on the SE-4094.
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Field Trips, Athletics, and Extracurricular Events (Are Not Eligible for
regular/vocational education transportation)

Costs related to field trips are non-mandated and noncredit events, which are
considered extracurricular or co-curricular activities and are not eligible to be reported
on the SE-4094.

Costs related to field trips, athletics, and extracurricular activities are not allowable
under regular/vocational education transportation. However, specialized transportation
costs may be allowable when transportation or related support is required by the
student’s IEP to provide FAPE or to ensure the student has an equal opportunity to
participate in non-academic and extracurricular activities.

Example: A one-to-one aide required by the student’s IEP to support transportation
related to the provision of FAPE.

Costs for instructional activities scheduled away from school on a regular basis are not
considered field trips and are eligible to be reported on the SE-4094 in the respective
column.

For further direction regarding reimbursement of field trip transportation for students
with disabilities, refer to the State Aid & IDEA Part B, Section 611 Allowable Costs
document.

Costs for Providing Transportation for School of Choice Students

Costs related to providing transportation for school of choice students are unallowable
to be reported on the SE-4094 unless the student is receiving specialized transportation
as required by the student’s IEP.

School of choice does not include homeless students or students in foster care. Costs
related to transporting homeless students and/or students in foster care are allowable
to be reported on the SE-4094 whether or not the students reside within the district’s
geographical boundary.

Non-Student Transportation Costs

Non-student transportation costs are not to be reported on the SE-4094. Examples
include but are not limited to:
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e Employee salaries for non-student transportation activities.

e Insurance, parts, repairs, gasoline and supplies for various non-student
transportation vehicles and equipment (i.e., driver’s education cars, maintenance
vehicles, administrative vehicles, tractors, lawn mowers and snowplows).

Interns

Costs related to interns (e.g. student work-based learning programs) are not allowable
for reimbursement.

Function Code 271 - Student Transportation Services

Salaries
Oc:j::t Salaries

1160 | Transportation Supervisor — salary paid for performing duties as a transportation
supervisor, not to include the salary of the superintendent acting as supervisor of
transportation (Line 1 — Supervision)

1170 | Transportation Director (Line 1 — Supervision)

1550 | Mechanic (other operation/service) — involved in working on and maintaining
vehicles involved in transporting students to and from an instructional program
site (Line 5 — Other Support)

1610 | Black and Yellow School Bus Driver / School Transportation Vehicle Driver (Line 2 —
Vehicle Drivers)

1620 | Transportation Secretary, Dispatcher (Line 3 — Secretarial)

1630 | Transportation Aide — attendants on vehicles transporting students to and from an
instructional program site or other instructional activities scheduled away from
school, not to include school bus loading aides (Line 4 — Aides)

1670 | Garage Technician supporting the Mechanic (Line 5 — Other Support)

1850 | Substitute/Temporary Wages — Mechanic (Line 5 — Other Support)

1860 | Substitute/Temporary Wages — Black and Yellow School Bus/School Transportation
Vehicle Driver (Line 2 — Vehicle Drivers)

1860 | Substitute/Temporary Wages — Garage Technician (Line 5 — Other Support)

1880 | Substitute/Temporary Wages - Transportation Secretary/Dispatcher (Line 3 —
Secretarial)

1890 | Substitute/Temporary Wages — Transportation Aide (Line 4 — Aides)
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Employee Benefits
%T::t Description
21XX | Employee Insurance - group life, group disability, group health, dental, vision, etc.
(Line 7 — Employee Benefits)
2410 | Physicals for School Bus Drivers (if district reimburses employee) (Line 7 —
Employee Benefits)
28XX Mandatory Coverage - Retirement, social security, workman’s compensation,
unemployment (Line 7 — Employee Benefits)
2920 | Other Employee Benefits - Cash in Lieu of Benefits (Line 7 — Employee Benefits)

Purchased Services — Vehicle Related Costs

The MDE recommends a written agreement or contract be in effect between the district
and vendor for the provision of all purchased services.

Object
. Purchased Services
Code
3190 | Purchased Service Staff Costs for Mechanic or Garage Technician supporting the
Mechanic (Line 11 — Purchased Services — Staff)
3310 | Common Carrier (contract carrier) —amount paid to an organization offering its

services to the general public to provide motor vehicle transportation of students
for compensation over irregular routes.

This code is to be used for both non-black and yellow vehicles and contracted
black and yellow school buses

Includes:

Payments to public transit agencies (authorities) (Line 15 — Pupil Transportation
Common Carrier (Non-black and yellow)

Payments for student transportation on ferries (Line 15 — Pupil Transportation
Common Carrier (Non-black and yellow)

Cost of passes for students to ride public transit buses (Line 15 — Pupil
Transportation Common Carrier (Non-black and yellow)

Costs paid to a third-party entity offering its services to districts to provide student
transportation services to and from an instructional program site such as Dean,
First Student, Durham, etc. who use black and yellow buses. (Line 16 — Pupil
Transportation Common Carrier (Black and Yellow Buses)
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Object

Purchased Services
Code

Black and yellow school buses be listed on the school bus inventory report (SE-
4107) in the school bus inventory system (SBIS) to be eligible to report costs

Payments to taxicab/Transportation Network Companies (TNC) for student
transportation services. (Line 18 — Pupil Transportation Taxicab/TNC)

3320 Paid to Pupils — payment to a student providing his or her own transportation to
and from an instructional program site. Paying a student for transportation to or
from a school related event, i.e., team practice, is disallowed.

3330 | Private Auto — payment to an individual, other than a student, to provide student
transportation services to and from an instructional program site. Paying an
individual for transportation to or from a school related event, i.e., team practice,
is disallowed. (Line 17 — Pupil Transportation Family Vehicle Cost)

3930 | Fleet Insurance —amount paid for student transportation fleet insurance for
vehicles used to transport students to and from an instructional program site and
school related events. Report insurance for eligible vehicles as listed on the School
Bus Inventory Report (SE-4107) within the School Bus Inventory System (SBIS).
(Line 19 — Pupil Transportation Fleet Insurance)

4130 | Vehicle Maintenance and Repair — cost of maintenance and repair of student
transportation vehicles at a private garage or body shop. Also includes black and
yellow school bus lettering by a contractor. (Line 21 — Other Vehicle Related Costs)

4220 | Equipment Leasing — leasing of two-way radios used in student transportation
vehicles, bus garage alarm system, Xerox copier (prorated for costs related to
supporting student transportation). (Line 21 — Other Vehicle Related Costs)

4230 | Lease of Buses — not to include maintenance, repairs, gasoline, oil, insurances, etc.
All leased black and yellow school buses must be listed on the SE-4107 in the SBIS
to be eligible to report costs. (Line 20 — Leased Buses (Black and Yellow))

Purchased Services - Non-Vehicle Related Costs

The MDE recommends a written agreement or contract be in effect between the district
and vendor for the provision of all purchased services.
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Object
J Non-Vehicle Related Costs

Code

3190 | Purchased Service Staff Costs for Transportation Aide — Non-employee attendants
on vehicles transporting students to and from an instructional program site, not to
include school bus loading aides (Line 11 — Purchased Services — Staff)

3190 | Purchased Service Staff Costs for Black and Yellow School Bus Driver / School
Transportation Vehicle Driver (Line 11 — Purchased Services — Staff)

3190 | Purchased Service Staff Costs for Transportation Secretary, Dispatcher (Line 11 —
Purchased Services — Staff)

3190 | Bus Driver Physical Exam Fee (contracted service) (Line 11 — Purchased Services —
Staff)

3120 | Employee Training and Development Services/In-Service- Services performed by
persons qualified to assist school district staff in performing their duties more
efficiently. This category includes training specialists, etc., not on the payroll.
Food provided for staff at an in-service professional development opportunity is
not allowable (Line 8 — Local Expenses)

3210 | Local Travel —travel costs, including mileage for transportation personnel listed in
this document in performance of their duties. Does not include travel related to
workshops/conferences. (Line 8 — Local Expenses)

3220 | Workshops/Conferences — Costs of transportation, meals, hotel, and other
expenditures associated with workshops and conferences to assist transportation
staff in performing their duties more efficiently. (Line 8 — Local Expenses)

3410 | Telephone —amount paid exclusively for the student transportation department’s
telephone services. Do not prorate the district’s total telephone costs to this line.
(Line 9 — Telephone/Postage)

3430 | Postage —amount paid for the student transportation department’s postage (Line
9 — Telephone/Postage)

3450 | Software and license for routing (Line 12 — Other Non-Vehicle Purchased Services)

3510 | Advertising —recruitment advertisements for student transportation staff (Line 9 —
Telephone/Postage)

3610 | Maps — printing, binding and computer generated (Line 12 — Other Non-Vehicle
Purchased Services)

4910 | Laundry charges for mechanic uniforms, shop towels (Line 12 — Other Non-Vehicle

Purchased Services)
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Supplies/Materials

c:::]::t Supplies/Materials

5710 | Vehicle Fuel (Fossil) — used only for student transportation fleet vehicles (Line 23 —
Vehicle Fuel)

5710 Oil/Grease— used only for student transportation fleet vehicles (Line 25 —
Oil/Grease)

5720 Tires/Tubes/Batteries — expenditures in the maintenance of only student
transportation fleet vehicles (Line 26 — Tires/Batteries)

5730 | Vehicle Repair Parts — parts used in the maintenance of only student
transportation fleet vehicles (Line 27 — Other Supplies/Repair Parts)

5740 Electric School Bus Charging (to be used only if a separate meter exists for
chargers and accurate charging expenditures can be measured). Without a
separate meter for this purpose, Function 261, Object 5520 should still be used for
electricity expenditures. (Line 24 — Electric Vehicle (EV) Charging)

5790 Other Supplies — such as anti-freeze, deicers, cleaning materials for buses,
custodial supplies, electrical cords, fire extinguishers, first aid supplies, repair
parts for garage equipment, signal flags, small tools, etc. (Line 27 — Other
Supplies/Repair Parts)

5910 Office Supplies — used only to support the operation of the student transportation
office functions for personnel reported under supervision and
secretarial/dispatcher (Line 28 — Office Supplies)

Other Expenses

Object
Code

Other Expenses

7410 Dues and Fees - Includes toll road fees, driver’s license fees, license fees to
operate two-way radios, fuel credit card fees, bus driver physical exam fees, bus
driver awards, driver safety programs. (Note: bus driver physical exam fees can
also be reported under object code 3190 as a purchased service) (Line 30 — Other
Expense)
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Function Code 261 — Direct Operation and Maintenance

Operation and maintenance costs reported on the SE-4094 must be a direct cost billed
to the transportation department and not a proration of the district’s total operation
and maintenance costs.

Documentation demonstrating costs reported are a direct cost must be maintained for
monitoring purposes and submitted to the MDE upon request. Lack of documentation
may result in the disallowance of costs.

Object Code Non-Vehicle Related Costs
1640 Custodial/Maintenance as garage employees (Line 5 — Other Support)
21XX Employee Insurance - group life, group disability, group health, dental, vision,

etc. (Line 7 — Employee Benefits)

28XX Mandatory Coverage - Retirement, social security, workman’s compensation,
unemployment (Line 7 — Employee Benefits)

2920 Other Employee Benefits - Cash in Lieu of Benefits (Line 7 — Employee
Benefits)
3830 Water/Sewage — amount paid exclusively for the transportation department’s

water/sewage costs. Costs must be based on direct billing. Do not prorate the
district’s total water/sewage costs to this line. (Line 10 — Other Utilities)

3840 Waste/Trash Disposal — amount paid exclusively for the transportation
department’s waste/trash disposal. Costs must be based on direct billing. Do
not prorate the district’s total waste/trash disposal costs to this line. (Line 10
— Other Utilities)

4110 Building Repairs — include repairs to the garage and to the bus parking lots.
Do not include improvements or additions to the garage buildings or parking
lots. Costs must be based on direct billing. Do not prorate the district’s total
building repairs costs to this line. (Line 12 — Other Non-Vehicle Purchased
Services)

4120 Equipment Repairs —include repairs for fuel pumps, water pumps, the
servicing of time clocks, furnace repair or replace the garage door. Costs must
be based on direct billing. Do not prorate the district’s total equipment repair
costs to this line. (Line 12 — Other Non-Vehicle Purchased Services)
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Object Code

Non-Vehicle Related Costs

55XX

Energy Supplies— amount paid exclusively for the transportation
department’s energy costs, including natural gas, electricity, bottled gas, fuel
oil, coal, and gasoline received from public or private utility companies. Costs
must be based on direct billing. Do not prorate the district’s total energy
supply costs to this line.

Includes costs for electric school bus charging if a separate meter does not
exist for chargers and accurate charging expenditures cannot be measured. If
a separate meter exists for electric school bus chargers and accurate charging
expenditures can be measured, use Function 271, Object 5740.

Fossil fuel costs for vehicles transporting students are not reported under this
object code.

(Line 10 — Other Utilities)

5990

Miscellaneous Supplies and Materials related to the direct operation and
maintenance of the district’s transportation department. Costs must be based
on direct billing. Do not prorate the district’s total miscellaneous supplies and
materials costs to this line. (Line 27 Other Supplies/Repair Parts)

Technical Assistance

For regular/vocational education transportation, direct questions to
MDE-OHS@michigan.gov

For specialized transportation, direct questions to
MDE-OSEProgramFinance@michigan.gov

MDE OHS OSE
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