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and government executives together to exchange informa-
tion, support professional development, improve communi-
cations and understanding, solve issues and build
partnership and trust, thereby enhancing AGA'’s focus on
advancing government accountability. Corporate member
involvement in the CPAG is limited to organizations that
sign up for the AGA Corporate Partner membership

executive director and director of research are creat-

ing research projects of value to governments, indus-
try and the entire AGA membership. These studies are
expected to result in reports assessing current or best prac-
tices and making recommendations for future improvements
in federal, state and local governmental accounting, auditing
and financial management. CPAG members support AGA
research through either cooperative or sponsored research
projects. “By undertaking research, AGA is fulfilling its mis-
sion as a thought leader in advancing government accounta-
bility,” said AGA Executive Director Relmond Van Daniker,
DBA, CPA. “This is one of numerous research initiatives that
will benefit government and bridge the gap between the
public and private sectors.”

ﬁ GA’s Corporate Partner Advisory Group (CPAG),
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THE FEDERAL TRAVEL CARD:

Executive Summary

This report presents the findings of an AGA study and
survey of travel card use by federal government depart-
ments and agencies. It is the fourth and final in a series of
AGA reports on the use of purchase and travel cards by fed-
eral and state governments. It is the first research effort to
address use of the travel card in the federal government. The
AGA series is designed to provide a comprehensive review
of the current policies and procedures regarding the use of
purchase and travel cards.

Included in the study is an assessment of the major rea-
sons for travel card use, benefits of travel card use, actual
use patterns, and best policies and practices regarding the
management of travel card programs. The study also includ-
ed a supplementary survey and analysis of the cost savings
and financial implications of the federal travel card program.
The study results provide insights that other states and fed-
eral government agencies might adopt.

Travel cards have increased in popularity and use in
recent years. Several factors have influenced the adoption of
the travel card by federal governments over the past three
decades. In addition to providing a safe and convenient
means for paying employee travel expenses, the card elimi-
nates the need for the organization to provide employee
travel advances. Time and effort involved in acquiring and
reconciling advances after travel has occurred takes time
away from employee’s main responsibilities and reduces his
or her productivity. The major cost-saving benefit of travel
card use for federal agencies identified by this study is the
reduction in time and effort to process travel reimburse-
ments.

Other benefits associated include:

e Facilitation of vendor discounts for federal employee
airline tickets, hotels and rental cars.

¢ Access to vendor agreements eliminating airline travel
change and cancellation charges.

o Greater flexibility for ticket refunding processes.

* Evidence of federal travel status, which may be required
for certain state sales tax exemptions.

The travel card program facilitates analysis of travel
patterns with various providers. This has the potential to
enhance the federal government’s ability to negotiate
volume airline ticket discounts and price reductions for
other travel services. The U.S. Department of the Treasury
also benefits from travel card use by being able to invest the
money that would normally be set aside for cash advances.

Background

The U.S. General Services Administration (GSA) has
reported that federal employees and agencies charged $7.6
billion of travel expenses to government travel cards in fiscal
year 2006. For the same year, travel card transactions totaled
approximately 41 million (see Appendix A). Federal travel
card use has expanded rapidly because of the program
benefits that can realize. Implementing the provisions of the
Travel and Transportation Reform Act (TTRA) of 1998 (Pub-
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lic Law 105-264) has also fueled card-use growth. The TTRA
required federal government employees to use bank-issued
travel cards for official business travel. This broad-based
requirement to use travel cards was modified' in 2002 to
exempt federal employees from mandatory travel card usage
if they travel fewer than five times a year. Federal depart-
ments may, at their discretion, provide cards to employees
who are not frequent travelers or require them to charge
their travel expenses to centrally billed accounts. The current
federal travel card program is part of the SmartPay® pro-
gram, which provides purchase, travel and fleet cards to
agencies throughout the U.S. government.”

Since the first federal agencies introduced the travel card
in the 1980s, bank-issued travel cards have become the prin-
cipal way to finance travel. Their use has reduced the need
for federal government departments to maintain employee
travel advance services. Travel cards are issued to federal
government employees by banks contracted by the GSA to
provide travel card services. Each federal department or
agency selects one of the providers and is allowed to accept
rebates from the card service providers. Such rebates are
principally based on the amount of travel card billings
attributable to an agency’s staff. Actual rebates may vary
depending on an agency’s history regarding late payments,
delinquencies and the number of cancelled or charged-off
accounts.

In addition to rebates, the travel card program provides
several other benefits to employees using the cards. Employ-
ees avoid the risk of financial hardships that may be
incurred when they have to use their own funds or credit
cards to finance official government travel. Employees who
frequently travel may accumulate substantial travel cost lia-
bilities, which may strain their personal credit card limits
and produce cash flow problems while waiting for travel-
expense reimbursement. With the federal government-issued
travel card, these problems are lessened by the provision of a
separate personal line of credit for employees to use to
finance their business travel.

Travel cards eliminate the need for cash advances for
employees who do not have the financial resources to
finance their travel expenses until they are reimbursed. This
also reduces the need for an agency to maintain travel
advance staffs or offices. In addition to these departmental
cost savings, there are cash management benefits to the fed-
eral treasury. A travel card program reduces federal travel-
reimbursement processing time resulting in agency cost
avoidance or productivity savings.

Federal travel card contracts may include other benefits,
such as travel insurance for traveling employees, collision
and damage insurance on vehicles used during travel, and
lost baggage and other related travel expenses. Such provi-
sions are normally negotiated by the GSA with bank card
providers.

The use of the federal travel card is restricted to expenses
related to official government travel. Among the permissible
travel card charges are airline tickets, lodging expenses,
rental cars, ground transportation, meals and other business
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travel expenditures such as laundry, dry-cleaning and park-
ing. Travel cards may also be used to obtain ATM cash
advances for approved federal travel. Because travel cards
are issued to individual employees, card charges are consid-
ered to be a personal liability rather than a liability of the
department or agency sponsoring the travel card program.
Employees are expected to file travel reimbursement
requests upon completion of travel and to pay their travel
card balance promptly. Both standard (without restrictions)
and restricted cards are provided to employees. Restrictions
frequently include ATM dollar amounts, total travel expens-
es, card charges per cycle, Merchant Category Code (MCC)
blocks and total credit limitations.

As noted, federal travel cards can also be used to authen-
ticate federal employee eligibility for a variety of negotiated
federal travel provisions, such as the elimination of airline
travel change and cancellation fees. Card use can also
authenticate federal employee eligibility for hotel discounts
as well as state sales tax exemptions. Additionally, travel
cards facilitate the processing of refunds for tickets not used
by traveling federal employees.

With a travel card, the employee simply charges travel
expenses to his or her travel card and files the appropriate
paperwork for travel expense reimbursement after the trav-
el is completed. Upon receiving reimbursement, the
employee pays the bank that provided the employee’s trav-
el card. Inadvertent or non-reimbursable expenses that may
have been charged to the business travel card are employee
liabilities and are paid to the travel card bank by the
employee.

The majority of federal travel cards are issued as Individ-
ually Billed Accounts (IBAs). With such accounts, the indi-
vidual employee accepts liability for charges associated
with his or her card. Federal agencies also use Centrally
Billed Accounts (CBAs). With CBAs, the federal agency
assumes liability for card charges. Some agencies use CBAs
to qualify for higher rebate rates, which are tied to increased
card usage.

Management of federal travel card programs is guided
by government-wide regulations, GSA provider contracts
and individual agency policies. Such guidelines, policies
and procedures clarify employee responsibilities regarding
travel cards as well as processing and reimbursement
procedures.

Among federal policy guidelines associated with travel
card use are those that:

e Clarify the purposes for which the travel card can be used.
e Specify which employees are eligible to use travel cards.

® Require training or knowledge about employee
responsibilities prior to card issuance.

e Place limits on corporate and event expenditures.

¢ Ensure that federal travel cards are being used for
appropriate purposes.

* Specify which department or agency is permitted to
accept and/or retain travel card rebates.

* Determine how the federal agencies will choose their
travel card service provider consistent with the GSA
master contract.

* Determine when travel cards should be suspended or
revoked.

* Set rules for internal controls and management of travel
cards issued to agency employees.

e Clarify the responsibilities of agency program coordina-
tors.

GSA and federal agencies also provide guidelines regard-
ing reimbursement procedures for expenses charged to
travel cards, travel documentation requirements and when
card balance payments are due. GSA master contracts usu-
ally specify when federal employees must reimburse the
issuing bank for outstanding balances. The card holder is
responsible for such payments with IBAs.

Federal travel card master contracts also define the vari-
ous categories of cards that are included in the federal gov-
ernment’s travel card program, including corporate cards
and event cards, which are issued to individuals as well as
Centrally Billed Accounts (CBAs). CBAs are often used for
travel expenses incurred by employees who do not travel
enough to justify individual travel cards. The payment
processes for CBAs tend to differ from those for corporate
and event cards and are specified in card contracts. Federal
travel-card contracts also clarify responsibilities of the par-
ties in case of payment defaults and specify payment sched-
ules for corporate, event and non-plastic accounts. Such
contracts also indicate the rebate policies of the issuing
bank.

Purpose of Study

The major purpose of this study was to conduct a com-
prehensive review of federal government travel card use
and associated policies and procedures. The study was also
designed to identify federal travel card management prac-
tices that maximize the benefits of travel card programs for
federal government employees and federal government
agencies. In addition, this study attempted to determine the
cost savings associated with the travel card program.

Study Research Methodology

As stated above and as in the previous studies in the
series, the primary purpose of the study was to determine
and evaluate current federal government travel card pro-
gram policies and processes. To achieve this, a survey (see
Appendix B) was prepared with the advice and support of
an advisory group composed of knowledgeable federal
government officials. This group helped the research team
design the survey questionnaire to ensure that it focused on
the travel card program issues and concerns of federal
agency program managers. The survey was organized to
focus on several issues:
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e reasons for using the travel card,
e current travel card use,
e travel card use management policies and

emanagement practices that have been implemented to
maximize program benefits.

In addition to card-use policies and procedures, respon-
dents were asked to identify best practices and recommen-
dations for card-use policy changes that they are
considering. As a result of consultation with the advisory
group, a second follow-on survey to solicit information of
the financial implications of travel card use was sent follow-
ing the initial survey (see Appendix C).

The advisory group of federal government officials also
provided assistance by identifying the officials who would
be the most appropriate respondents to the survey. AGA
staff e-mailed the invitation for respondents to participate in
the survey. Respondents completed the survey online.

Because of the length and complexity of the survey,
respondents were initially given six weeks to complete it.
Ten agencies, identified in Figure 1, responded. The majority
of the information presented in this report is based on the
survey responses provided by the 10 agencies, although not
every survey question was answered by every respondent.

Figure 1: Survey Respondents, Fiscal Year (FY) of
Travel Card Implementation and Travel Card Utilization

Percent of
Employees with
Travel Cards

Implementation
Year

Federal Agency

Department of the Air Force 1995 66%
Equal Employment Opportuni- 0

ty Commission (EEQC) 2 il
Defense Contract Audit

Agency (DCAA) e ik
Federal Deposit Insurance o

Corporation (FDIC) A e
General Services 0

Administration (GSA) L2 e
National Science Foundation 1988 68%
Navy Consolidated Cgr_d _F’ro- NA NA
gram Management Division

Nuclegr Begulatory 1989 79%
Commission

Social Security 0

Administration (SSA) L2 s
U.S. Department of State 1999 22%

NA = Implementation date not available
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Federal Agency Use of Travel Card

Most federal travel card programs have been implement-
ed over the last two decades. Early travel card programs
were established by the Social Security Administration
(SSA) and GSA over 20 years ago. The implementation
dates of travel card programs for the responding federal
agencies are listed in Figure 1. For 80 percent of respondents,
policies for travel card authorization are established by
agency administrative officials. For the remaining 20 per-
cent, the policies are established through an oversight
agency.

Figure 1 also shows the percentage of agency employees
who have been issued travel cards. The Federal Deposit
Insurance Corporation (FDIC) issues cards to the highest
percentage, 94 percent, of its employees. The U.S. Depart-
ment of State issues cards to the lowest percentage, 22 per-
cent, of its employees. While the Federal Travel Regulation
(FTR) standard for government agencies is to issue cards
when employees travel five or more times a year, federal
agencies have some discretion as to when cards are issued
based on the frequency of travel. For example, most military
agencies issue cards to employees that travel three or more
times a year. Meanwhile, the Department of State adheres to
the five trips per year rule. The FDIC respondent reports
that it is mandatory for employees to use the travel card
when it is required to receive vendor discounts.

Agencies receive rebates for transactions that are charged
to their travel cards. The rebate rates vary on a sliding scale
based on the net dollar value of card purchases and delin-
quency rates on both centrally and individually billed
accounts. The late fees associated with delinquent accounts
vary by agency depending on the contract with the bank
issuing the card. Some late fees were fixed at a given
amount such as $20 or $29, other late fees are determined as
a percentage (often 1 percent) of the unpaid balances. Only
one of the 10 respondents reported that their agency does
not use centrally billed accounts. None of the 10 responding
agencies used prepaid cards for travel purposes. A prepaid
card operates like a gift certificate—a card is given a preau-
thorized balance and can be used until the balance reaches
zero.

As travel cards interface with other travel systems, sever-
al potential benefits emerge. Seventy percent (seven of 10)
of the responding agencies are using an e-travel system for
completion of travel vouchers. Of those agencies with an e-
travel system, just under half of them (three of seven) had
integrated their travel card and e-travel systems to include
electronic selection and the preparation of assignment
vouchers. One agency had the capability to view transac-
tions within the e-travel system. In general, the barriers to
full integration of the travel card and the e-travel system
stem from the capacity of agency software to integrate the
systems. One respondent reported that budget and timing
constraints prevented integration of travel transactions into
the Electronic Travel Voucher Processing System (ETVPS)
when first implemented in January 2000. The agency is
evaluating other alternatives as a possible replacement to
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their in-house built ETVPS. Another agency was not able to
fully implement its e-travel system because the vendor
could not deliver a fully operational system as scheduled.
One other respondent stated that the software has only
recently been stable enough to allow for basic travel orders
and vouchers to be processed at one pilot location; inter-
faces with financial management system and credit card
vendors will be put in place sometime in the future.

Travel Card Implementation

Respondents were asked to indicate the importance of
several factors in influencing the decision to implement
their travel card program, as shown in Figure 2. The primary
impetus was in response to government-wide directives
such as Executive Orders, OMB or GSA guidelines, and the
like. Another important influencing factor identified by
eight respondents was to reduce administration costs of
employee travel-cash advances. Seven respondents also
indicated that reducing employee out-of-pocket expenses
was an important consideration. Enhanced audit capability
of transactions was identified as a “medium important”
factor for 40 percent of the respondents, and “somewhat”
or “very important” for 50 percent of the respondents.

Another benefit attributed to travel cards is that they pro-
vide verification for vendors that purchases are eligible for
government discounts. Forty percent of the respondents
indicated that this benefit was “very” or “somewhat”
important in the decision to implement a travel card pro-
gram. On the other hand, 50 percent indicated that facilitat-
ing government discounts from vendors was only slightly
important, not important, or not applicable for their agency.

Card-use rebates were cited by some respondents as a
financial incentive to implement a travel card program.
Thirty percent of the respondents indicated that card rebates
were a very important factor in implementing the travel

card program. Ironically, the same percentage also indicat-
ed that card rebates were not an important factor or not
applicable. Six of eight respondents indicated that rebates
were available for unrestricted use by the agency. In

two agencies the rebates were earmarked for travel card
administration expenses.

Travel Card Management

The administration of travel cards tends to be very cen-
tralized in seven of the 10 responding agencies. This central-
ization can assist in implementing policies, ensuring
compliance and training employees. Three of the respond-
ing agencies administer the travel card in a less centralized
manner, often motivated by geography. It is interesting to
note that the auditing responsibilities are delegated to
lower-level supervisors in the majority of the responding
agencies. The general argument is that supervisors closer to
the employees are better able to verify legitimate travel
expenses and detect cases of fraud or misuse. In addition,
the respondents identify the primary role of the Office of
Inspector General (OIG) as one of assisting their agency
with audits of the travel card program to focus on fraud,
waste and abuse. However, a couple of respondents identi-
fied the OIG’s primary role as one of performing preventive
reviews and advisories. Fifty percent of the agencies per-
form an employee credit check prior to issuing a travel card.
The credit check was most frequently performed by the
bank issuing the card but on occasion was contracted to a
third-party investigator.

The GSA provides quarterly reports with travel card data
that many agencies use for management purposes or strate-
gic purchasing decisions. One agency respondent illustrates
how this data can be used.

The travel card data most frequently used are delinquency
rates. The rates are broken down by regions and headquarters

Figure 2: Importance of Factors for Inplementation of Travel Card Programs

Of Medium
Importance

Very Somewhat
Important

Slightly Not Not
Important Important Applicable

Important

223:&?;:; :g\zl:és:;atlon costs of employee 80% 0% 0% 10% 10% 0%
Enhanced audit capability of transactions 30% 20% 40% 0% 10% 0%
Reduce employee out-of-pocket expenses 70% 20% 10% 0% 0% 0%
S:fg‘;’;;ept:n‘l’:srd LG 30% 10% 20% 10% 20% 10%
Facilitate government discounts from vendors 30% 10% 10% 10% 20% 20%
Provide additional detail for travel transactions 20% 30% 30% 0% 20% 0%
Agency management directives 40% 10% 10% 10% 30% 0%
Response to government-wide directives (such as o o 0 0 o o
Executive Orders, OMB, or GSA guidelines, etc.) B0% 10% 0% 0% O 10%
*Based on ten responding federal agencies.
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components. Those regions/components that have a high delin-
quency percentage are identified and solutions to bring down the
percentage are suggested. Follow-ups are done. The data is also
used to monitor potential misuse.

Another respondent notes that his agency uses travel-
card data to determine whether the travel card is used infre-
quently by cardholders.

The agencies also use more sophisticated analysis to do
data-mining on travel data, as nearly 90 percent of the
respondents reported some use of data-mining tools to ana-
lyze travel transactions. Three agencies use a commercial
software program, and three agencies use a manual review
of a report generated by the card provider bank. The agency
respondents were asked to identify the costs of their data
management activities, but the agencies indicated that
direct costs were difficult to identify. One agency respon-
dent indicated that the costs were equivalent to one-third of
the cost of a full-time employee. No expensive equipment
or contracts were reported as part of the data-mining activi-
ties for any of the agencies.

Agencies report the existence of several policies and pro-
cedures to ensure that the rules and regulations of the travel
card program are followed. The Department of the Air
Force provides oversight at all levels to ensure appropriate
card use and to initiate disciplinary actions for non-use. The
EEOC regularly reviews high dollar transactions each state-
ment period and the transaction reports from their bank to
monitor card use. The FDIC distributes monthly reports to
appropriate administrative staff in the various divisions and
offices. These individuals review activity, account status,
delinquency and retail reports to ensure cards are being
used properly.

Training is identified as an important factor in helping
employees use the travel card appropriately. The National
Science Foundation offers PowerPoint presentations and

question-and-answer sessions to all employees, and
requires all new applicants to take the GSA online training.
The SSA provides all its employees access to the regula-
tions/laws concerning all travel card policy on the Division
of Travel Management's website as administrative instruc-
tions. In addition, policy guidelines are issued to managers
through senior staff memoranda. These memoranda are
intended to be shared with all supervisory personnel. The
SSA travel department also publishes periodic Travel
Update newsletters advising travelers of important changes
in policies or of repeated violations. The U.S. Department of
State uses similar training venues and communicates regu-
lations through an intranet website. Travel card program
policies and procedures are disseminated to program coor-
dinators and bureau executive directors throughout the
department.

Delinquency

While respondents reported that the number of delin-
quent accounts is less than 1 percent of the total cards
issued for most agencies, agencies are required to monitor
travel card accounts to ensure that employees do not let
individually billed accounts fall into arrears. The delinquen-
cy concerns have understandably focused on the individu-
ally billed accounts. Half of the responding agencies use
split disbursements, direct payments by the agency for eli-
gible charges to the individually billed accounts, to help
reduce delinquency. The majority opinion among the agen-
cies that use split disbursements is that it is an effective or
highly effective method to reduce delinquency.

More than 75 percent of the responding agencies use pay-
roll offsets to pay balances on delinquent individually billed
accounts. Payroll offsets are used quite rarely, as most agen-
cies invoked payroll offsets on no more than 10 accounts in
the last fiscal year. The Air Force did employ a significantly

Figure 3: Source of Cost Savings or Enhanced Revenue Associated with Travel Card Use

No Savings Number of

Substantial Some Savings Loss Respondents
Reduced. staff time (and gost savmgs). in- 0.0% 62.5% 37 5% 0.0% 8
preparation and processing of authorization
Enhanced efficiencies in processing procurement transactions 37.5% 37.5% 25.0% 0.0% 8
Enhanged efﬂcnenmes in gdmlnlstratlve oversight and monitoring 125% 75.0% 12.5% 0.0% 8
(including dispute resolution)
Cost savings in fln'ance.-r'e'lated procedures including billing, 14.3% 57.1% 28.6% 0.0% 7
payment, and audit activities
Net savings in training costs 0.0% 28.6% 57.1% 14.3% 7
Income enhancement resulting from differing cash
management practices such as petty cash requirements 42.8% 28.6% 28.6% 0.0% 7
and float opportunities
Federal government travel card refunds 14.3% 57.1% 28.6% 0.0% 7
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larger number of payroll offsets, but the total number was
still less than 0.2 percent of their travel card accounts. Five
of six respondents reported that payroll offsets were an
effective or highly effective mechanism for lowering delin-
quency rates for individually billed accounts.

Respondents report that agencies are incorporating sever-
al policies and procedures to reduce the delinquency of
travel card accounts. Among them are the following:

e Conduct yearly training of cardholders.

¢ Use data-mining and special reports to identify and
resolve abuse or delinquencies.

¢ Implement mandatory supervisory review of travel
vouchers.

¢ Implement payroll offset for travel card debt.

e Communicate often with the employee and the
employee's supervisor when an account is delinquent.

¢ Send letters to card holders who are 30 to 60 days
delinquent.

® Monitor accounts in arrears more than 30 days (one
payment past due). Accounts are canceled if three 30-day
delinquencies occur within a 12-month rolling timeframe.

® Produce monthly delinquency and questionable charge
reports.

e Increased travel card education via internal websites.

® Close inactive, multiple and separated employee
accounts on a periodic basis.

Fraud and Misuse

Travel cards are just another means for payment of travel
services and, therefore, general federal travel policies apply
to these transactions. Other methods of procuring travel
services include travel vouchers, designated travel agents
and reimbursement of out-of-pocket expenses.

Nevertheless, some policies are unique to the travel card.
One concern is that cards should only be used for author-
ized travel and, therefore, travel card policies provide
guidelines regarding permissible purchases and dollar
value of purchases.

All of the agencies use MCC blocks, which are pro-
grammed into the travel card to prevent use at unautho-
rized groups of merchants. Occasionally, legitimate travel
service purchases are blocked due to transaction screening
errors. Such purchase blocks can lead to frustration because
employees must use their own money in such situations. In
cases where the travel vendors have been miscoded into a
blocked category, the merchants can usually get an authori-
zation from the card issuer to override a blocked transac-
tion.

Given the objective of a travel card program, it is no sur-
prise that the federal agencies limit the amount of purchases
charged to the travel card. Six of seven of the respondents
use dollar value limits and monthly acquisition limits. The
dollar value limit establishes a cap on the value of transac-
tions charged to the card.’ Monthly acquisition limits set an

aggregate bound on the dollar amount of transactions that
can be processed through the card in a given month.

Savings and Financial Implications of Travel Card Use

There are savings and financial implications of travel card
use for the federal government. The potential savings avail-
able to an agency can vary depending on the travel policies
and innovative actions taken by the agency to maximize
card-related savings.

The majority of respondents attributed some or substan-
tial savings to travel card use for all of the processes listed
in Figure 3. Approximately 75 percent of survey respondents
indicated that there are at least some savings resulting from
the enhanced efficiencies in preparing and processing travel
transactions. Eighty-seven percent of the respondents also
report that there are at least some cost savings in the admin-
istrative oversight and monitoring of the travel card com-
pared to cash advances or typical purchase orders for travel
transactions. In addition, 72 percent of the respondents
reported some or substantial cost savings in finance-related
procedures including billing, payment and audit activities.
Sixty-two percent of the respondents report that there are
some savings associated with the travel card relative to tra-
ditional methods of processing travel payments.

It is noted that more than two-thirds of the respondents
attribute savings to the travel card program because of dif-
fering cash management processes in petty cash balances
and float opportunities. As shown in Figure 3, 72 percent of
the respondents indicate that card rebates produce at least
some revenue enhancement.

The follow-up questionnaire asked the respondents to
describe the benefits of the travel card in three general cate-
gories. One advantage is the potential investment revenues
available because payments of cash advances and current
payments are deferred until the travel card account is due.
Second, there are material savings from vendors that are
primarily accessed through payment of the travel card.
Last, nonquantifiable benefits for employees include an
increased sense of security because they don’t have to carry
large amounts of cash, or the advantage of not tying up the
employee’s personal line of credit for business travel.

It is beyond the scope of this research project to do a
detailed analysis of the financial benefits associated with the
travel card. However, some simple calculations can reveal
the range of financial benefits that could be realized if the
card is used more frequently.

In fiscal year 2005, the total spending on travel by the
federal government was $15.4 billion, with $5.8 billion of
that total used for airfare, lodging and car rentals. During
fiscal year 2005 the total dollars charged to federal travel
cards was $6.5 billion.* Thus, $8.9 billion in travel expenses
were not charged to travel cards. One advantage of the trav-
el card is that cash flows associated with ATM cash
advances and current payments can be postponed until the
end of the card’s billing cycle and grace period. Reimburse-
ments to employees are also delayed, but that is not the case
for cash advances or direct payments. The use of a travel
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card would postpone the payment date, and the amount
could be invested for the time of the deferral and earn inter-
est. If one assumes that some portion of the non-card expen-
ditures were cash or check payments that could have been
charged to the travel card, then we can calculate the federal
government’s lost interest revenues associated with the cash
advances. In Appendix D, the writers have developed sce-
narios which show that the lost interest revenue from pre-
paid and current payments that could have been charged to
the travel card range between $3.9 million to $17.1 million.®
However, this float benefit accrues to the U.S. Department
of the Treasury and is beyond an agency or department’s
focus. Therefore, it may have little impact on an agency’s
travel card policies or its incentives to encourage card use.
However, it should be a consideration for the federal gov-
ernment.

Financial benefits are also realized through accessing ven-
dor discounts. While the survey did not produce aggregate
estimates of discount benefits, one of the survey respon-
dents indicated that the City Pair Program provides federal
agencies with discounted airline tickets that average about
30 percent off of full coach fare prices. Additional benefits of
the City Pair Program are that there are no change fees and
that last-minute travel arrangements can take advantage of
last seat availability at the city pair rate. For private sector
companies or individuals, last-minute travel can cost $1,000
or more for flights that with advance planning cost only a
few hundred dollars. With the City Pair Program, even last-
minute travel qualifies for low fares and changes are made
at no additional cost. Government employees frequently
must change their travel plans at the last minute. It is very
difficult to estimate how much savings accrue from these
arrangements but they are significant.

In 2005, one agency spent approximately $7.6 million for
domestic airfares. Assuming that full fares would have been
paid in the absence of the City Pair rates accessed through
the federal travel card, this agency would have paid as
much as $10.6 million for the same domestic flights. There-
fore, the respondent estimates that the potential savings for

this agency could be as high as $3 million.® One reason the
airlines are willing to negotiate such substantial discounts is
that the travel card ensures that the tickets are purchased
only for official government travel and the airlines receive
payment much faster than traditional government pay-
ments, such as purchase orders and issuing checks.

The military agencies can derive a unique financial bene-
fit from using the travel card. Processing of payment trans-
actions for the military agencies is generally done through
the Defense Finance and Accounting Service (DFAS), which
charges $44 per transaction. (DFAS charges its customers on
a cost reimbursable basis and the rates change from year to
year.) An employee can use the travel card to consolidate
several transactions (airfare, hotel and the like) into a single
transaction. The travel card can therefore reduce the pro-
cessing costs of the military agencies by reducing the num-
ber of transactions that DFAS processes. It is difficult to
know how much additional processing savings could be
gained, because military agencies already aggressively pro-
mote the travel card. However, it is clear that if these agen-
cies decrease their use of the travel card then the processing
charges paid to DFAS would increase significantly.

It is important to note that these illustrations of potential
financial benefits are not net benefit calculations, but only
calculations of increased revenues and cost savings.

Other mitigating factors, such as ATM fees or interchange
fees, may partially or wholly offset these benefits. This dis-
cussion also omits the financial benefits of card rebates.

Best Value Purchases

Federal agencies are concerned about obtaining the best
value on the purchase of goods and services and therefore
have policies that apply to all travel transactions, including
travel card transactions. The agencies identified policies and
procedures they impose to promote best value purchases on
the travel card:

¢ Follow standard internal control policies and bidding
processes.

Figure 4: Agency Satisfaction with Select Services Provided by Issuing Banks

Neither

Highly Satisfied Nor Highly Average

Dissatisfied | Dissatisfied | Dissatisfied Satisfied Satisfied Ranking
Reports 0 3 5 1 3.78
Electronic Billing 0 2 3 2 3.56
Customer Service 0 2 4 2 3.78
Dispute Resolution 0 4 4 1 3.67
Training 0 2 5 1 3.67
Data-mining 0 1 3 2 3.86
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® Require City Pair Fare for airline tickets and contracted
rental car agreements.

* Negotiate reduced rate lodging accommodations for
government travelers at lodging offices and local hotels.

* Use automated nightly interface between bank and the
financial system with automatic disbursements to the
bank within three business days following charge.

* Encourage maximum use of the travel card for official
travel.

* Promote use of split disbursement.

Data Security

Respondents identified policies implemented by their
agency and travel card provider to promote and maintain
the confidentiality of private information associated with
the travel card. The first step in security is to ensure that
personal information is safeguarded in accordance with Pri-
vacy Act requirements. The FDIC does not print Social
Security Numbers on any travel card reports that are dis-
tributed to administrative staff and electronic communica-
tion of account numbers with the issuing bank is encrypted.
The GSA limits the number of agency travel coordinators
that have access to data and they maintain employee appli-
cation/personal data in a secure area. Its bank has reduced
the amount of personal data in its reporting system. The
U.S. Department of State limits access to online travel card
data within the department. Data is secured by username
and password requirements imposed by the travel card
provider. The travel card provider only gives information to
program participants of record after verification. Both the
department and the travel card provider transmit informa-
tion by uploading/downloading files on a secure website.

Employee Perceptions

Respondents were asked to rank the degree of satisfac-
tion with the travel card of employees in their agency on a
scale from 1 to 5, with 5 being highly satisfied and 1 being
highly dissatisfied. The mode response was “four” indicat-
ing agency employees are satisfied with the federal travel
card program. Eighty-seven percent of the respondents

reported that their agency’s employees are satisfied or high-
ly satisfied with the travel card program. None of the agen-
cies reported employee dissatisfaction with the card.

Despite the widespread employee satisfaction with the
travel card program, agencies have considered ways to
improve the benefits of the travel card for employees. The
major benefits expressed by agency employees regarding
the use of the travel card are listed below. The number in
parenthesis is the percentage of seven respondents that
identified the item as an important benefit to employees.

* Reduces out-of-pocket expenses (100 percent).

* Agency travel transactions do not use personal lines of
credit (74 percent).

* More convenient reimbursement processing (27 percent).

Respondents also raised some major concerns regarding
the use of the travel card. The number in parenthesis is the
percentage of nine respondents that identified the item as
an important concern for employees.

* Too many card rules and restrictions (89 percent).

¢ Potential impact on personal credit rating (78 percent).

* Fear of punishment for misuse (67 percent).

* Loss of rewards available on personal cards (67 percent).
* Resent using the government card (11 percent).

Respondents also identified travel card benefits that
agency employees want but currently do not have. The
number in parenthesis is the percentage of eight respon-
dents that identified the item as an important benefit to
employees.

* Personal rewards (100 percent).
¢ Identity theft insurance (50 percent).
* Rental car insurance (13 percent).

Future Attributes of the Federal Travel Card Program

Respondents were also asked to rank their level of satis-
faction with key service aspects of their current provider.
The opinions are reported in Figure 4. The majority is very
satisfied with the services provided by the card-issuing
bank as indicated by the average rankings. Respondents’

Figure 5: Important Attributes for a Future Federal Travel Card Program

Not Slightly Somewhat Very

Important Important Important Important Important Average
Electronic billing and payment 0 1 2 6 45
Merchant acceptance 0 1 1 7 4.6
Zero liability for fraud 0 0 3 6 4.6
Reporting tools 0 0 1 8 438
Travel dgcument control number for travel 5 0 3 4 37
transaction
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satisfaction appears slightly higher for the reports and data-
mining functions, but satisfaction with electronic billing
services is slightly lower compared to the other services.

In addition, respondents were asked to rank how impor-
tant several card attributes are for a future travel card pro-
gram. There appears to be great enthusiasm for all the
services listed as evidenced by the average rankings shown
in Figure 5. The most important attributes are merchant
acceptance, zero liability for fraud and reporting tools. Nev-
ertheless, electronic billing and payment, and a travel docu-
ment control number for travel transactions are also
considered important.

Respondents were asked to identify other important
attributes that should be integrated into the travel card pro-
gram in the future. Data-mining capabilities and the ability
to generate and manipulate travel card statistics was identi-
fied as a very important attribute of a future travel card pro-
gram. Other respondents voiced the need to eliminate some
of the card rules and restrictions to make the card more
adaptable and flexible to meet the varied needs of travelers
and administrators. They emphasized the need for a system
to track a travel document number. Prepaid cards and local
currency cards were suggested as potential components of a
future travel card program. Several agencies affirmed that
the future federal travel card program should have wider
merchant acceptance and be the key to assessing vendor
discounts and eligible exemptions from state and local
taxes.

Another important factor identified by the respondents is
excellent, dedicated customer service. Customer service
improvements suggested are online account management,
online billing and no fees for online payments. The ability to
automatically raise and lower the available balances on
travel charge cards could protect the cardholders from acci-
dentally misusing their charge card.

It was suggested that a future travel card program incor-
porate changes in administration and management support.
Policies and procedures can be clarified on the use and mis-
use of the travel card. More support from human resource
staff for the employees who travel and use the card, particu-
larly in dealing with misuse and abuse.

Federal Travel Card Policy and
Use Recommendations

A major objective of the current study was to obtain rec-
ommendations from federal departments and agencies
regarding adjustments to federal travel card policies that
could enhance travel card use benefits. Survey respondents
provided a series of such suggestions and recommenda-
tions. The recommendations included suggestions that can
enhance the financial benefits of the federal travel card pro-
gram as well as changes that could enhance the operational
and accountability aspects of the travel card program.

Among the federal department recommendations were
the following;:
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* Require card-issuing bank and/or travel agency to carry
a third-party control number to facilitate integration of
e-travel and travel card transactions.

¢ Include delinquencies in cardholders’ credit reports.
¢ Define local travel in Federal Travel Regulations.

* Encourage state and local government acceptance of
federal travel cards to validate eligibility for federal
exemption from state and local lodging taxes.

e Establish standard procedures to enforce the use of the
travel card by all employees meeting travel frequency
requirements of 1998 legislation (as amended in 2002).

e Establish a government-wide, standardized procedure for
collecting past due Individually Billed Account balances
and report account activity.

* Negotiate card contracts with process protection against
fraudulent transactions and identity theft.

* Establish online monitoring and oversight processes for
card transactions.

¢ Use data-mining software to facilitate monitoring of trav-
el card accounts and to identify frequently used vendors.

Agencies are required to provide training as mandated in
the 2005 OMB Circular A-123, Appendix B. Training helps
ensure that federal employees understand the purposes of
travel cards and the repercussions of misuse. Training
should focus on the technical aspects of the program includ-
ing acceptable use, employee responsibilities and the like.
Many agencies are using the web effectively to enhance the
efficiency and availability of such training.

Conclusions and Observations

This report has identified current travel card program
policies and management practices used by some agencies
that could be adopted by other federal agencies or that
could become standard procedure for the government-wide
travel card program in the future. The employee benefits
associated with travel card use as well as federal agency
cost savings contributed to the government-wide acceptance
and growth of federal travel card program over the past two
decades. SSA began using the travel card in 1984, followed
by the GSA in 1985. The majority of the other federal
departments and agencies initiated their travel card pro-
grams during the latter 1980s and 1990s. However, the pas-
sage of the Travel and Transportation Reform Act of 1998,
which required that federal government employees use the
travel card for official business travel, assured government-
wide implementation of the travel card. The 1998 Act was
modified in 2002 to exempt federal employees from using
the card if they traveled less than five times per year. Most
military agencies continue to issue travel cards to employ-
ees that travel at least three times per year. The size of the
federal travel card program is indicated by a 2006 GSA
report that indicated that more than 41 million travel card
transactions had been recorded that year.
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Among the travel card benefits for employees are the
elimination of the need to obtain travel advances and
potential financial hardships experienced when government
travel expenses are charged to personal credit cards. These
charges may stretch employee credit limits and have other
negative financial implications. Meanwhile, the elimination
of travel advance services has allowed federal agencies to
close their travel advance offices, move the employees to
other positions and thus realize significant cost savings.
Other federal agency travel card benefits and cost savings
include reductions in travel reimbursement processing
costs, enhancement of travel oversight, authentication of
employees for special federal employee travel discounts,
the integration of travel cards with agency e-travel systems,
rebates for travel card use, the provision of data that can
enhance audit activities as well as improved cash manage-
ment procedures.

In addition to travel card benefits realized by federal
employees and the processing cost savings of federal
departments and agencies, federal travel service providers
can also benefit from simplified billing and faster payments.
Travel service providers such as airlines, hotels and rental
car agencies usually get paid within two or three days
rather than waiting for centrally billed tickets or accommo-
dations. Such payment processes may take 30 or more days
under traditional federal travel payment processes. Other
implications of federal travel card programs are detailed in
the various sections of this report.

The federal agency travel card survey, which was part of
this study, was designed to provide a comprehensive
review of the federal travel card program including current
travel card policies, processes, program management prac-
tices and program cost savings.

Among the findings of this survey are the following
observations:

* Respondents indicated that the elimination of employee
travel cash advances, the reduction of employee “out-of-
pocket” expenses and response to government-wide
directives (such as the 1998 Transportation Reform Act as
well as other OMB or GSA guidelines and directives)
were the most important factors encouraging the imple-
mentation of agency travel card programs.

¢ Seven of the 10 respondents indicated that the adminis-
tration of travel card programs (including implementing
policies, ensuring compliance and training employees)
tend to be centralized while the other three respondents
followed a more decentralized model due to geographic
constraints.

® The majority of respondents indicated that auditing
responsibilities tend to be decentralized, based on the
assumption that fraud and abuse can be more easily rec-
ognized when reviewers are close to the employees using
travel cards.

¢ Fifty percent of the respondents indicated that credit
checks, typically performed by banks, were performed
before individual cards were issued.

* Respondents use a variety of approaches to ensure that
employees are familiar with card policies and proce-
dures, including communication through newsletters,
periodic memorandums and formal training.

¢ Responding agencies are required to monitor card pay-
ment delinquencies and report that card payment liabili-
ty delinquency rates are less than 1 percent.

* Respondents have implemented a variety of card use
limitations to guard against fraud and abuse including
Merchant Category Code (MCC) blocks, dollar-value
limitations and monthly acquisition limits among others.

* Respondents indicated that the principal travel card cost
savings resulted from enhanced processing efficiencies,
cash management enhancement, more efficient adminis-
trative oversight, reduced travel authorization time, and
cost savings associated with billing, payment and pro-
curements audit activities.

* Respondents indicated that they are especially careful to
ensure confidentially regarding private employee infor-
mation that may be associated with travel card use. Con-
sequently, they limit access to online travel card data as
well as user identification information and omit personal
information like Social Security numbers from monitor-
ing reports.

* Among employee concerns regarding the use of the fed-
eral travel card were too many card rules and restrictions
and the concern that travel card use could impair person-
al credit ratings.

* Among the suggestions for changes in future travel card
programs were greater merchant acceptance of travel
cards, zero liability for fraud and enhanced reporting
tools.

Federal government agency efforts to enhance the effi-
ciency of employee travel have driven the implementation
of travel card programs by the various federal agencies and
departments. Employee benefits and agency costs savings
were major factors in decisions by federal agencies to use
the travel card in the 1980s and 1990s. With the 1998 federal
legislation requiring all federal agencies to use the travel
card, the opportunities for agencies to streamline travel
operations so that they become more efficient as well as
effective have increased, and will do so even more as agen-
cies finalize the transition from the traditional travel-financ-
ing processes to the travel card and e-travel systems.
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APPENDIX A: FY 2006 FEDERAL TRAVEL CARD

Transactions and Sales

Total transactions and travel sales charged through the GSA SmartPay Federal Travel card program by agency.
Source: GSA SmartPay Travel Card Statistics at www.gsa.gov/smartpay.

Total Travel Average

Fiscal Year 2006 Bank Transactions Sales Transaction
Agency for International Development Citi** 32,308 $16,604,387 $514
Appalachian Regional Commission Citi 1,682 246,793 147
Bonneville Power Administration Citi 36,964 10,174,209 275
Consumer Product Safety Commission BoA** 2,181 385,202 177
Corporation for National Service BoA 30,305 4,259,989 141
Department of Agriculture BoA 1,542,170 204,848,228 133
Department of Commerce Citi 352,542 71,397,856 203
Department of Defense Independent Agencies BoA 1,538,550 291,215,856 189
Department of the Air Force BoA 9,956,741 1,340,962,837 135
Department of the Army BoA 8,032,671 1,536,375,991 191
Department of the Navy BoA 6,193,922 1,105,952,710 179
Department of Education BoA 59,768 8,649,213 145
Department of Energy BoA 274,451 41,562,773 151
Department of Health and Human Services US** 573,744 119,166,943 208
Department of Housing and Urban Development JMPC** 93,911 13,930,575 148
Department of Homeland Security Citi 3,086,375 635,920,127 206
Department of Interior* BoA 566,464 56,027,005 99
Department of Justice JMPC 2,122,290 246,727,842 116
Department of Justice/ATF* BoA 54 5,610 104
Department of Labor Citi 355,136 52,964,411 149
Department of State Citi 262,282 245,010,872 934
Department of Transportation Citi 856,058 133,717,126 156
Department of Treasury Citi 1,089,978 188,293,080 173
Department of Veterans Affairs Citi 543,741 85,037,047 156
Environmental Protection Agency BoA 302,687 43,157,720 143
Equal Employment Opportunity Commission BoA 18,179 2,202,897 121
Executive Office of the President us 384 -31,352 (82)
Farm Credit Administration BoA 5,235 676,146 129
Federal Deposit Insurance Corporation BoA 98,205 16,836,883 17
Federal Emergency Management Agency JMPC 155 29,653 191
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APPENDIX A: FY 2006 FEDERAL TRAVEL CARD

Transactions and Sales, continued

155Total Travel Average

Fiscal Year 2006 Bank Transactions Sales Transaction
Federal Labor Relations Citi 2,135 139,011 65
Federal Mediation and Conciliation Service Citi 10,073 990,796 98
Federal Trade Commission Citi 13,421 1,648,480 123
General Accounting Office BoA 76,217 10,226,759 134
General Services Administration (GSA) Citi 132,689 25,058,986 189
Government Printing Office Citi 2,736 525,770 192
International Trade Commission Citi 3,283 394,704 120
Library of Congress Citi 39,543 1,943,769 49
National Aeronautics and Space Administration BoA 293,528 57,418,525 196
National Credit Union Administration BoA 44,368 6,097,734 137
National Endowment for the Humanities Citi 3,060 434,243 142
National Labor Relations Board Citi 15,267 1,061,290 70
National Science Foundation BoA 62,621 13,276,088 212
Nuclear Regulatory Commission Citi 74,767 13,403,743 179
Office of Personnel Management BoA 46,705 9,437,011 202
Overseas Private Investment Corporation JMPC 3,312 2,297,478 694
Railroad Retirement Board Citi 7,488 525,450 70
Securities Exchange Commission Citi 48,149 6,029,870 125
Small Business Administration BoA 222,936 62,221,330 279
Smithsonian Institution Citi 55,711 10,393,263 187
Social Security Administration Citi 174,770 33,042,563 189
U. S. Courts Citi 196,104 22,174,847 13
U. S. Postal Service Citi 575,800 101,662,889 171
U.S. Senate BoA 22,751 3,213,822 141
U. S. Tax Court Citi 1,279 282,477 221
Miscellaneous 750,205 704,594,481 939
Program Total 40,908,057 $7,560,804,007 $185

* The Department of the Interior and Justice/ ATF have an Integrated Card Program. IBA Integrated is included in Travel
Figures. CBA Integrated is included in the Purchase Report (Spend and Transactions).

*The banks are Citibank, Bank of America, U.S. Bank and JP Morgan Chase.
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APPENDIX B: FEDERAL TRAVEL CARD SURVEY

March 2006

Survey Respondent Identification:

Agency/Department:

Respondent Name:

Address: Title:

E-mail:

Phone:

NOTE: We use the term Agency in this survey to refer to your agency or department.
Federal Travel Card Program

1. a. How many total employees were in your agency at the end of FY 2005?
b. What was your agency’s annual travel budget in FY 2005?

c. Does your agency currently use the Travel Card for purchasing travel services? Yes No

d. What bank (or banks) do you contract with to administer Travel Card services?

e. Provide the following information from the current contract:
Rebate rate:
Late fee:
ATM fee:

f. How many active and inactive Travel cardholders did you have in your agency in FY 2005?
Active:

Inactive:

g. How many full-time equivalent (FTE) employees does your agency currently have to administer and supervise the
Travel card program?

2. In what Fiscal Year was the Travel Card first authorized for use in your agency?

3. Who sets the policy for Travel Card use authorization in your agency?
__ Opversight agency
_ Administrative official
___ Other (please explain)
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4. Please indicate which agency employees are authorized to use the Travel Card using the scale that:
1=never, 2=occasionally, 3=frequently, 4=always

1234 Senior Agency staff
1234 Staff designated by Agency Director (or designee)
1234 All Agency staff
1234 Other, (please explain)
5. Does your agency use centrally billed card accounts for travel? Yes No

6. Does your agency use pre-loaded travel cards (cards issued to individuals on which an amount is loaded prior
to travel). Yes No

If Yes, please highlight the cards’ use and benefit to your agency.

7.  a)Is your Department utilizing an e-travel system for completion of travel vouchers? Yes No

b) If Yes, are travel card transactions integrated into the e-travel system?
a. Full integration - electronic selection and assignment to vouchers
b. Partial integration - viewable within the e-travel system
c. Not integrated

8. Please describe the issues preventing full integration or challenges experienced during integration of the
e-travel system.

Not Applicable

9. On a scale from 1 to 5, with 5 being very important, please rank the importance of the following factors in your
Agency’s decision to implement a Travel Card program. (circle appropriate ranking)

12345 Reduce the administration costs of employee travel cash advances

12345 Enhanced audit capability of transactions

12345 Reduce employee out-of-pocket expenses

12345 Response to card rebates offered by card companies

12345 Facilitate government discounts from vendors

12345 Provide additional detail for travel transactions

12345 Agency management directives

12345 Response to government-wide directives (such as executive orders, OMB, or GSA guidelines, etc.)
12345 Other, (please explain)

10. What federal government policies and regulations could be changed to make the Travel Card program more
effective?
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11

12.

13.

14.

15.

16.

17.

18.

. How are rebate revenues used?
_ Travel Card administration
_ Unrestricted agency use
___ Other (please explain)

What is the criterion for mandatory Travel Card use in your agency? (i.e. how is Frequent Traveler defined?)
a. All Agency travel.
b. Frequency of travel — please indicate trips per year
c. Transaction cost exceeds threshold limit (please provide limit )
d. Other (please explain)

How is mandatory Travel Card use enforced?
a. Denial of travel funds
b. Disciplinary action
c. Other (please explain)

Are the administration responsibilities for the Travel Card administration centralized with your Agency?

Are the auditing responsibilities for the Travel Card centralized with your Agency?
___Yes __ No

If Yes, how many full time equivalent employees does your agency employ for the auditing of the Travel
Card?

What is the role of the Office of Inspector General in assisting your agency with audits of the Travel Card
program (mark all that apply)?

a. Focus on fraud, waste, and abuse in the program
b. Perform preventive reviews and advisories
c. Other (please explain)

Please identify and describe the restrictions that your agency has utilized to promote appropriate use of the
Travel Card:

Merchant Category Code (MCC) blocks. Describe:
Maximum dollar value per transaction. Describe:

Maximum account balance restrictions. Describe:

Other restrictions (please explain)

Is a personal credit check performed prior to issuance of a travel card? _ Yes _ No
If Yes, who performs the credit check?
a. The Department
b. The card-issuing bank
c. OPM
d. A contracted source
e. Other
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19. If credit checks are not conducted, what alternative analysis of credit worthiness is used?
a. Review of personnel file
b. Self certification form
c. Use of prior credit reporting information
d. No alternative in use

20. To what extent does your agency use travel card data for travel management purposes or strategic purchasing
decisions? Please specify.

21. a) Does your agency utilize a data mining tool to review travel transaction reports?
No (please skip to the next question)
Yes (please answer the following questions

b) Is the data mining tool your agency uses?
a. Developed internally
b. A commercial software program (please identify )
c. A card provider report or reports subject to manual review
d. A card association filtering tool
e. Other, (please explain)

c) What are the annual costs for data mining efforts (including both direct agency and outsourcing costs)?

22. If no data mining tool is used, what percent of transactions are reviewed regularly to detect fraud or misuse?
%

23. How many FTEs did your agency have who are dedicated to the administration of the Travel Card in FY 2005?

24. What is the average grade level of these FTEs?

25. Does your agency currently have sufficient resources to administer the Travel Card program? Yes No

If not, how may additional full time equivalent employees would you need to manage the Travel Card program?

26. What were the non salary costs to administering the Travel Card in FY 2005?
27. What is the percentage of cards suspended for delinquency in FY 2005?
Individually Billed cards: %
Centrally Billed cards: Yo

28. What specifically has your agency done to drive down delinquency rates over the past 5 years?
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29. What do you feel is the optimal, attainable level of delinquency for card accounts?

Individually Billed cards: %
Centrally Billed cards: Y
30. Does your agency use split disbursement? Yes No

If Yes, on a scale from 1 to 5, with 5 being very effective, please indicate the effectiveness of split disbursement
in lowering delinquency rates for individual billed cards:

1- Non Effective 2 3 4 5- Very Effective Not Applicable

31. Does your agency use payroll offset debts to collect individually billed Travel Card delinquencies?

32.

33.

34.

35.

36.

If Yes, what was the number of accounts processed in FY05 and the cost of administrating the offset program
per account?

Number of accounts processed:

Administration cost per account:

On a scale form 1 to 5, with 5 being very effective, please indicate the effectiveness of payroll offset in lowering
delinquency rates for individual billed cards:

1- Non Effective 2 3 4 5 —Very Effective Not Applicable

How does your agency assure that the regulations/laws requiring the use of the travel card for employee travel
are followed?

Please identify or estimate the proportion of agency travel costs which charged to personal credit cards instead
of the federal government sponsored travel cards?

Percent charged on personal cards:

Total agency travel costs (FY2005):

What policies have your agency and your travel card provider implemented to promote and maintain the
confidentiality of private information associated with the travel card.

Please indicate changes in your Agency’s Travel Card policies and the reasons for such changes that have
been implemented since initial authorization.

Travel Card policy changes Year & reason for change

Note: If more changes occurred during the period than can be reported here, please attach additional sheet(s).
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37. What does your agency do, in addition to standard procurement regulations, to insure that Travel Card
transactions provide the “best value to government”?

38. Please indicate directives, procedures, and management practices implemented by your agency to detect and
prevent Travel Card fraud and/or misuse.

39. Has the Travel Card program impacted the performance of your Agency (relative to the achievement of their
mission, enhancing their outcomes, improving the speed of their service delivery or influencing confidence
in your agency’s financial management practices and procedures)? If so, please describe those impacts.

40. Please describe insights (“lessons learned” or “best practices”) by your agency regarding the use of the Travel
Card which might benefit other Federal Agencies or States:

a. Insights regarding the overall Travel Card program which, if adopted, would improve the efficiency and
benefits of the overall card program:

b. Insights regarding the Travel Card program which, if adopted, would enhance the efficiency and benefits of
the program for individual agencies:

41. Please describe Travel Card policy changes (regarding use, transaction limits, and other policies) that your
agency would recommend for other Federal Agencies or States:

a. “Use” policy change recommendations:

b. “Limit” policy change recommendations:

c. Other recommendations:

42. Cost savings and/or revenue enhancement can accrue to an agency as a result of Travel Card use. Federal
government Travel Card savings could vary depending on procurement practices and innovative actions taken
by an Agency to maximize card related savings. Please indicate the degree to which the following items
contribute to cost savings or enhanced revenues realized by your Agency as a result of Travel Card use:
(1=substantial savings, 2=some savings, 3=no savings, 4=savings loss)

1

1
1
1
1
1
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3

4

Reduced staff time (and cost savings) in preparation and processing of travel authorization
Enhanced efficiencies in processing travel transactions

Enhanced efficiencies in administrative oversight and monitoring (including dispute resolution)
Cost savings in finance related procedures including billing, payment and ex-post audit activities
Net savings in the training costs

Income enhancement resulting from differing cash management practices such as cash advance
requirements and float opportunities
Federal government Travel Card refunds

Other, (please explain)

June 2007 21



APPENDIX B: FEDERAL TRAVEL CARD SURVEY

43. a. Not all travel expenditures are processed through the Travel Card. What are the major reasons that the
Travel Card is not used instead of an alternative payment method?

b. Please identify alternatives to the Travel Card in use in your organization.
_____ Travel order with travel advance
__ Debit/prepaid cards
_____ Cash
__ Central billing or payment
__ Nothing
__ Other, (please explain)

c. What is the average cost per event for the alternative being used?

44. What is your perception of your agency employees’ overall satisfaction with the Travel Card program? Rank on a
scale of 1 to 5 with 5 being very satisfied and 1 being very unsatisfied.

1 2 3 4 5

45. What are the major benefits expressed by your employees regarding the use of the travel card?
a. Reduces out of pocket expenses
b. Agency travel transactions do not use personal lines of credit
c. More convenient reimbursement processing

d. Other, (please explain)

46. What are the major concerns raised by your employees regarding the use of the travel card?
a. Potential impact on personal credit rating
b. Fear of punishment for misuse
c. Loss of rewards available on personal cards
d. Too many rules and restrictions
e. Other (please explain)

47. What travel card benefits would your Agency employees want to have but are not currently available?
Travel accident insurance

®

. Rental car insurance
. Identity theft insurance

b
c
d. Emergency replacement
e. Personal rewards

d

. Other, (please explain)
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APPENDIX B: FEDERAL TRAVEL CARD SURVEY

48. What is your level of satisfaction with the following service aspects from your current provider on a scale of 1 to 5
with 5 being complete satisfaction and 1 being completely dissatisfied?

12345
12345
12345
12345
12345
12345

Reports

Electronic billing
Customer service
Dispute resolution
Training
Data-mining

49. On a scale from 1 to 5, with 5 being very important, please rank how important the following attributes are for a
future travel card program? What are key attributes for a future card program?

12345
12345
12345
12345
12345
12345

Electronic billing and payment

Merchant acceptance

Zero liability for fraud

Reporting tools

Travel document control number for travel transaction
Other, (please explain)

50. What other travel card services would you like for banks and card associations to offer your agency?

51. Do you have other suggestions or recommendations about the use of Travel Cards that were not covered in this
survey? If so, please discuss here.

Thank you very much for participating in this study.
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APPENDIX C: FOLLOW-UP COST SAVINGS SURVEY

October 2006

I. Administrative Savings Associated with the use of the Federal Travel Card:

The use of the federal Travel Card may reduce the amount of processing time and effort involved in administering
and overseeing federal employee travel. For example, making a cash advance generally requires at minimum a
transaction to advance the cash and one to follow up or reconcile the advance. When travel advances are charged
to the travel card, these transactions are eliminated.

1. What is the average number of transactions per travel event reduced when an employee in your department uses
the Travel Card instead of a cash advance?

none
1to2
3 or more

2. Please discuss your department’s experience regarding the reduction of staff time and effort (both for
administrative and traveler staff) resulting from the use of the federal Travel Card:

3. Please discuss the cash management and revenue enhancement benefits that your department has experienced as
a result of using the federal Travel Card. Please quantify where possible.

4. DFAS (Defense Finance and Accounting Service) processes travel for the various defense department offices for a
fee of $39 per travel payment transaction. Assuming DFAS sets fees based on cost recovery, then $39 approximates
their costs of processing such a transaction. Your department’s travel processing costs may be different from DFAS
due to different travel demands and processing requirements.

Please indicate your department’s average cost of processing a travel payment transaction.
less than $10

$10 to $39

$40 to $60

more than $60

Il. Department Staff Benefits and Implications

1. One of the potential benefits associated with the use of the federal Travel Card is that it facilitates access to
vendor travel discounts such as the City Pair airfares negotiated by GSA. Please describe and/or provide examples
of your department’s experience regarding vendor discounts which have resulted from of the use of the federal

Travel Card. Please quantify as possible.
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APPENDIX C: FOLLOW-UP COST SAVINGS SURVEY

2. Another potential benefit of federal Travel Card use is that it eliminates the time and effort that employees devote
to obtaining to cash advances, reduces the amount of cash that an employee must carry on trips, facilitates changes
in trip plans and simplifies the reimbursement for travel expenditures. Please elaborate on benefits that your
department’s employees realize in using the federal travel card, please quantify where possible.

a. Employee cash advance benefits:

b. Employee travel reimbursement benefits:

c. Other employee benefits:

lll. Overall savings estimate

We recognize that there are few if any detailed and quantified studies of the savings resulting from the usage of the
federal travel card. But considering the items above and other factors, we would appreciate your best estimate of
the savings. For purposes of this question we wish to you to estimate the savings from a typical domestic trip that
would involve a travel advance, airfare, lodging and car rental. Please consider the savings that are direct as well as
those which indirectly make travel easier for the traveler.

For such a typical trip, estimated savings are
_____ none

_ $1t0$39

__ %40 to $60

__ $60 to $80

___ over $80
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APPENDIX D: POTENTIAL INTEREST REVENUE

Appendix D: Potential Interest Revenue from Travel
Card Float

The initial survey respondents identified several advan-
tages to the travel card and the study team thought it
would be useful to send a follow-up questionnaire to solicit
additional information on the card benefits. The question-
naire was sent to the same group of potential respondents
as the first survey. Responses were received from four agen-
cies: Department of Energy, Federal Deposit Insurance Cor-
poration, Equal Employment Opportunity Commission and
Small Business Administration. The respondents had a diffi-
cult time responding to specific cost and benefit questions
because it is difficult to fully quantify the benefits and costs
associated with the travel card without detailed analyses,
and none of the respondents had conducted a cost-benefit
analysis of their travel card program. However, their
responses to the survey combined with feedback from the
advisory group motivated the calculation of the opportuni-
ty costs of the interest revenues obtainable through the use
of the travel card.

In fiscal year 2005, the total spending on travel by the
federal government was $15.4 billion, with $5.8 billion of
that total used for airfare, lodging and car rentals. During
fiscal year 2005, $6.5 billion was charged to federal travel
cards.” Thus, $8.9 billion in travel expenses was not charged
to travel cards. One advantage of the travel card is that cash
advances and current payments can be postponed until the
end of the card’s billing cycle and grace period. Employee
reimbursements are also delayed, but that is not the case for
cash advances or direct payments. The use of a travel card
would postpone the payment date, and the amount could
be invested by the Treasury Department for the time of the
deferral and earn interest. If one assumes that some portion
of the non-card expenditures were cash or check payments
that could have been charged to the travel card, then one
can calculate the federal government’s potential lost interest
revenues associated with cash advances.

Potential Interest Revenues From Travel Card Float

The analyses of the scenarios below show that the lost
interest revenue from prepaid and current payments that
could have been charged to the travel card range between
$3.9 million and $17.1 million.® Note that this float benefit
accrues to the U.S. Treasury and is beyond an agency’s or
department’s focus. Therefore, it may have little impact on
an agency’s travel card policies or their incentives to
encourage card use.

The percent column in the table shows two scenarios for
20 percent and 50 percent of the $8.9 billion in non-card
travel expenditures that were cash advances and current
payments that could be reasonably shifted to the travel
card. Specifically, it shows the potential interest if 20 percent
(or 50 percent) of the non-card payments could have been
shifted to the travel card to take advantage of the deferred
payment for 20, 25, 30 or 35 days. If 20 percent of the non-
card travel expenditures are for cash advances or direct
payments that could reasonably be shifted to the travel
card, then the investment revenue earned for a 20-day
deferral would be $3.9 million. If the deferral period is
longer, then the investment earnings would naturally
increase. Under the assumptions of a 4 percent annual
return, 20-day deferral and 20 percent potential shift to the
travel card, then the $3.9 million reported in the table is the
forfeited interest revenue that would have been generated if
the travel card had been used for those transactions. Fur-
thermore, if the federal government is running deficits, then
the interest amounts represent interest savings on funds
that did not have to be borrowed.

It is important to note that these illustrations of potential
financial benefits are not net benefit calculations but only
calculations of increased revenues and cost savings. Other
mitigating factors, such as ATM fees or interchange fees,
may partially or wholly offset these benefits. This discus-
sion also omits the financial benefits of card rebates.

Lost interest revenue** by deferral period in days

Potential
Percent® Investment 25 30
50% 4,445,648,371 9,743,887 12,179,859 14,615,830 17,051,802
20% 1,778,259,349 3,897,555 4,871,943 5,846,332 6,820,721

* Percent of non card travel expenditures in fiscal year 2005 ($8.9 billion) in cash advances or current payments that is assumed to be feasible to

have been charged to travel cards.
** Assumes an annual investment return of 4%.

26 AGA Corporate Partner Advisory Group Research



FROM TRAVEL CARD FLOAT

End Notes

1. Federal Travel Regulation Final Rule, Federal Register, September 13, 2002. GSA has the
responsibility to issue implementation guidelines under the TTRA and those guidelines
were amended in 2002.

2. Details about the SmartPay program can be found at www.gsa.gov/smart pay in
Program Statistics/GSA SmartPay Travel Card Statistics.

3. For example, the SSA has both a standard and restricted credit limit for travel cards. It
establishes a credit limit of $10,000. However, individual bureaus can set additional limits
based on monthly spending. Furthermore, accounts that are not used within a 12-month
period are deactivated or that inactive cards are reduced to a credit limit of $1.

4. Spending numbers reported in Government Executive.com, “Federal travel spending: Up,
up and away,” by Daniel Pulliam, September 1, 2006, and charge data reported in GSA
SmartPay Travel Card Statistics FY 2005.

5. If the federal government is running deficits then the interest amounts represent inter-
est savings on funds that did not have to be borrowed.

6. As noted, this estimate is based on one respondent’s information. The research team
via e-mail requested and received GSA estimates of the average airfare discount through the
City Pair Program. The GSA reports the average discount for domestic airfare to be 44 per-
cent off the lowest published full economy fares and 28 percent lower than average full
economy fares purchased by large corporations. Therefore, this agency’s estimate of a dis-
count of 30 percent falls within the range of average discount rates provided by GSA.

7. Spending numbers reported in Government Executive.com, “Federal Travel Spending:
Up, Up and Away” Daniel Pulliam, September 1, 2006, and charge data reported in GSA
SmartPay Travel Card Statistics FY 2005.

8. If the federal government is running deficits then the interest amounts represent
interest savings on funds that did not have to be borrowed.
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