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Are You Up-to-Date on Per Diem Rules?
The federal government and all states have three systems to compensate
employees for per diems. Using per diems not to exceed federal rules are a worry-
free, documentation-free way for employers to cover expenses while employees
travel overnight for ...

Oct. 13, 2017

Per diems are a great way to control travel and entertainment expenses — and both
small and large companies take advantage of this program.

The federal government and all states have three systems to compensate employees
for per diems. Using per diems not to exceed federal rules are a worry-free,
documentation-free way for employers to cover expenses while employees travel
overnight for business.

From the Thomson Reuters blog.

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://tax.thomsonreuters.com/blog
mailto:info@cpapracticeadvisor.com
https://www.cpapracticeadvisor.com/


Two of these programs are known as CONUS (Continental United States) and
OCONUS (Outside of Continental United States). Both use the destination city to
determine the allowed per diems.

Per diems for the next year are generally released in September of the current year —
however, employers are allowed to use the new rates as early as October 1 of the
current year.

CONUS rates for 2018 (effective October 1, 2017) have been released. Here’s a
summary:

Standard CONUS rates apply to all counties not speci�cally listed in the GSA’s per
diem rate table. The maximum standard per diem rate for travel locations not
listed in the per diem rate table will increase from $142 to $144 on October 1 ($93
from $91 for lodging, $51 (no change) for meal and incidental expenses or MI&E).
The standard rates cover most of the 2,600 continental U.S. (CONUS) counties.
Per diem rates for localities that do not have standard rates (i.e., non-standard
areas or NSAs) are listed in the per diem rate table. Total per diem rates by locality
in FY 2018 range from $144 to $498. Aspen, CO (Pitkin County) has the highest per
diem rate in the table (i.e., $498 during the period from December 1, 2017 to March
31, 2018).
There are six possible M&IE rates (i.e., $51, $54, $59, $64, $69 and $74) — no
change. Lodging rates for locations listed in the per diem rate table will range from
$93 to $424 in FY 2018.
If paid at or below the federal limits, you can eliminate the burden of any reporting
— i.e., nothing on W-2s. Any reimbursement over the tables is taxable income to
the employee.

Note — you can pay per diem meals and actual lodging, but you cannot pay per diem
lodging and actual meals.

The federal government no longer prints the tables, but you can access the tables
online.

The OCONUS rates for 2018 have not been released as of yet, but here’s a handy site
for OCONUS rates that you can reference.

An optional method is High-Low — this means that an employer may pay a per diem
amount to an employee for business travel, instead of reimbursing actual
substantiated expenses for away-from-home lodging and meal and incidental
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expenses (M&IE). The amount is treated as if it were made under an accountable
plan (i.e., it is not subject to income tax or payroll tax withholding, and is not
reported on the employee’s Form W-2) if the per diem rate paid does not exceed IRS-
approved maximums, and the employee provides simpli�ed substantiation (time,
place and business purpose). Receipts for expenses aren’t required.

In general, the IRS-approved per diem maximum is the U.S. General Services
Administration (GSA) per diem rate paid by the federal government to its workers on
travel status. This rate varies from locality to locality.

The IRS released the 2015–2016 per diem rates for substantiating employees’ business
expenses under IRC Sec. 274(d) for lodging and meals and incidental expenses
incurred while traveling away from home. The M&IE rates for the transportation
industry remain at $63 for travel in the continental U.S. and $68 for travel outside
the continental U.S. The per diem for travel to high-cost localities increases from
$275 to $282 ($214 for lodging and $68 for M&IE), while the rate for travel to other
localities increases from $185 to $189 ($132 for lodging and $57 for M&IE). The
incidental expenses only rate remains at $5 per day. The updated rates and list of
high-cost locations apply to per diem allowances paid to employees after September
30, 2016 (Notice 2016-58).

To put it simply, if the city is listed, the rate will be shown — and if the city is not
listed, you should use the low rate for reimbursement. The 2018 rates have not been
released as of this publication date; however, you can refer to this IRS website for
updates.

Please note that, once you decide on a method (CONUS or High-Low) for an
employee, you cannot change the method for the entire year.

If you provide payroll services with Thomson Reuters Accounting CS  Payroll, you
can con�dently reimburse employees or independent contractors. Learn how to set
up a reimbursement payroll item.

———–

James Paille CPP is the Director of Operations for Thomson Reuters myPay Solutions. He
has been an executive manager in the payroll service industry for more than 30 years,
specializing in managing multi-location of�ces. Jim is President of the American Payroll
Association as well as a member of the National Speakers Bureau and chair of the CPP
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Certi�cation Review Panel. He holds a Bachelor of Science in Accounting from St. John
Fisher College in Rochester, NY.
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