FY 05 Per Diem Rate Highlights

How does GSA establish per diem rates for the Continental United States (CONUS)?
GSA establishes per diem rates for the Continental United States (CONUS). Per diem rates are the maximum reimbursement allowances up to which federal employees are reimbursed by their agencies for expenses incurred while on official business travel.  The per diem rate for a location is actually three allowances in one—the lodging allowance, the meals allowance and the incidental expense allowance.  For example, most of the country is covered by the current standard CONUS per diem rate of $91, which breaks down to $60 for lodging and $31 for meals and incidental expenses (M&IE).  For fiscal year 2005, the lodging portion of the CONUS per diem rate was raised from $55 to $60 based on Consumer Price Index data for lodging costs away from home.  Furthermore, no changes were made to the M&IE portions of the per diem rates for FY 05.

Approximately 420 “designated” locations have per diem rates that are higher than the Standard CONUS per diem rate because of local market conditions that dictate higher travel costs.  In order to set the FY 05 lodging per diem rate for these designated locations, GSA contracted with Smith Travel Research (STR) to provide the collective Average Daily Rate (ADR) of properties within each location that met certain selection criteria.  The ADR is a standard lodging industry performance measure calculated by dividing the total revenue of the selected properties by the number of rooms those properties rented over a specific period of time. 

Once GSA identifies the location for which we want to set a per diem rate, STR provides ADR information on all properties within that location that are approved by the Federal Emergency Management Agency (FEMA) as being fire safe and in compliance with the Hotel Motel Fire Safety Act of 1990 and are categorized by STR as upper-upscale, upscale, and mid-price lodging properties. 

Once an ADR number is received from STR, GSA reduces that number by 5% in order to establish the lodging per diem rate for that location.  For example, if STR indicates that the ADR for all FEMA-approved; upper-upscale, upscale, and mid-price properties in a particular location is $100; then we would set the lodging per diem rate at $95. 

The process to establish the per diem rates for FY 06 will begin in the spring of 2005. GSA will again review the lodging rates for the 420 designated locations.  In addition, GSA will be conducting a new meals survey in order to potentially establish new meals allowances for FY 06.  Finally, as the lodging portion of the Standard CONUS per diem rate was adjusted for FY 05, GSA doesn’t plan to evaluate this particular allowance again until establishment of the FY 08 per diem rates.

