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Mr. Robert P, Craig
3%04 Davoupore
Eric, Yeunscylvania 16509

Vear Mr. Craip

Refarence 18 medo ta your lettexr of January 16, 1973, requesting
reconsidoration of the settlencat of Noveaber 15, 1972, by our Transpor—
tation and Clalwa Divicion, vhich affivivad tha daterninntion by tha
Vetorans Administration lioapital, in Erie, Fenncylvania, that you had
becn ovorpaid in the anount of §539 for real catate expenses, sud con=
sequently advising you that collecti{on action for this anount appesred

to bs proper.

The record shown that you wore initially reiubursed $568.75 for
roal oateto closfng coats incident to the purchuse of a residence in
connection with a chenye of ofvricinl duty ctation dn June 1970, Aa ¢
result of a subsequent intcrual audit, hovever, it wae deternincd taut
you had becn overprid in the anount of $539. The basio of this conclu-
vion wae a detarmination that tho geller paid §550 of the total tinount
of your cloaing coats ($579,25).

You contond that the torn “closing coots" includcs any avvunt ahove
the sclling price vwhich 48 required to concwmate a 1cal eatate truno~
action, You state in this rojard that your £stnl gazunt of expenses
above the selling price was §1,238.97 and therefore your actuul oxpoinsss
wore $658.97 (31,233.97 lass the $550 that th. esller potd).

Vie agree yriith your statnnent that the deoctioive fector in the present
cave ie tho naaning of the tarn "closing costs" for the purpuses of tho
sottlcmont agrecment. 7Tha gudit roport treateld your closing cooto es
fncluding the firsc 1C itons listod as chiarpes to the buyer and tha
gettleaent feo of §25. Accoruing to your intersretation, your cleaing
coste included tho following other Lteuy listad fn ctho uettlsment otate- |

mont ag "Charges to lBuyer's \

taxes (7 months) . $293,33 |
wator rent 4,00 A
fire insurance premium 39.00 \
datexest (26 days) 94,64 .
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Escrowo ,
taxes (5 months) 212,15
five fagurance (2 wontha) 6.5\
mortgage fnsurance preuiun (1 moath) ‘1,40

While rocognixing that thore is a techuical distinction batwsen
closing coatn (crodit report fee, recording deed foe, appraisal ice,
ate,) end propaid itens (escrov items, fire ingsurance preuium, interest
expane.o), the tern ‘cloasing costs”' as used in the present eettlemant
sgreonent nay ressonnbly he viewad as including tha abova prepald itcnas,
All of the items werec listed in the "Buyor's lettlement' schedule as
© conato poychla by the buyer. The §550 paid by tho sclier, and describand
as "Buycr'e Closing Coats pajd by Seller," was thercupon deducted frem
the totnl anount of thcee itens, 1In thio light we do not think a fine
tect'nical distiuvction shoculd be mads o as to apply vto the entirc arount
paid Ly the geiler 1n sucli a manner that would deprive the exployve of
othoxywing reimbuzsiable real uotate exponses., Soe B-10G3701, March 25,

1968; b-176200, July 28, 1972; u=174634) January 20, 1972,

Thus, we will consider the tots)l amount of ywur closing costs to
have bLeen $1,23C,97 of whieh §550 wes pald Ly tho seller and $6LS,97 by
you. Lovever. che propaid ftams ($659.22) and the wovtgagee's survice
charge ($)78.52), preoumnably a finance charge oince it appeavs to have
beon baced ou 1 percent of tho worcgege proceeds, fox o totad of §637.72,
are not zllowab.le expenses under asection 4,2d of Office of lanapowment and
Budget Circulor o, A=56. Uf tha total amount of cloning coste only
401,25 (51,238 97 1lcoe §837.72) represents roivbucseble iteow under tho
applicadblo regu.ations., Since you have been paid $508,75, you are
indebtod to tho Uovornuont in the amount of §167,50,

A copy of thin lattor is bLeiny sont to the Voterans Aduinistration
Hocpital {n ordor that appropriate action will ba takon to reduce your
indebtoduces from £539 to $167.50 and inntituce collection action for
that amount,

Bincerecly yours,

PAUL G. DEMELING

Conrptroller Ceneral
of tho United Gtates
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