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Your latter of May k» 1936, raquaata further oonsideration of 
•'yie deciaion of thla affioa April 10, 1>'35, relative to certain a»-
ployaea of the Hocie Owners* Loan Corporation act o; txuo as faa 
attorneys for hone owners to exaiiiine and report upon titles snd close 

A staieaerit submitted with your letter is headed "Claims of 
B, L* Kaaain^er arid i', Carlisle J^nor" and is in part as followsi 

"In tha lendinc operations of HOBM Owners* Loan Corpoi-ation i t 
la naoasaary that the borrower from tho Corporation incur consider­
able lagal expense in -oving to the Corporation that he holds good 
ti t l e to his propert; , the security for the proposed loan, for 
this purpoaa ha aaiat maploy an attorney to oheok the title to his 
property. uch an attorney, however, laust be one upon whom tha 
Corporation can rely. For that reason the Corporation desip^aated 
throughout tha United States attorneys whom i t would recognise for 
suoh purpose. These are oallad faa attomays. 

*Wt0 B. L* Kasainger and Mr. M. Carlisle Minor were acting aa 
aa|h fee ettomej^s apprevad by the Corporation during October, 19JU. 
At tne sâ Lie time the^ were acting as salaried attomejs for Home 
Owners' Loan Corporation, Mr* lassinger being asiployed at a .Lonthly 
aalary of *125 and iSr. ; inor at a monthly salary of ^175. In the 
ai^ploynent of these 2ian tha Corporation knew tiiat tney ware employed 
on a feo basis ty tha borrowers and took tr.is fact into considara* 
tion in the fixiag of tiioir salaries. They performed the Bervices 
for which thay wore e.aplo;.ed on a coii»in salary basis and spent 
tha usual hours required by tha Corporation in its employment to 

tlieir salaries. 

"Tha duties of a fee attomej'^ approved by the Corporation, and 
aooardinsly the dutiaa of Kessinger and Minor as such, were to draw 
up abstracts of t i t l e on properties of- borraaara of the Corporation, 



A-OOii67 - 2 • 

tha aama and oartify aa to t.ia title held by the borroaara* 
It aaa likawiaa their duty whan oallad upon to close the loan and 
aasura tha Oari^ratian that i t obtained a first lien. Although 
thla work la parfonsad far the borrower and paid for by the borrower, 
i t ia aavarthalaaa naaaaaary ^ t tha issrk ba parfarmad by a person 
whose legal axparlaaaa ia aaah that tha Garporation oan rely on his 
wmek. Inasmuch as tha C«rp«ratia« v i l l aaffbr in the evert of axiy 
errors in Jud^ent, the fee attomay is not working contrary to tha 
interests of tha Carporation but miat be engaged in protecting tha 
Oarporation*B intara^jba* 

"la tfaair wox% aa aalariad m ^ r m ^ ; Kaasinger aai Uaor ware 
uaAar tha auparviaion of the Diatrlat Counsel, i t is the function 
af tha District Counsel to review and supervise the work of the fee 
attom^s in examination of title and closing of loaaa* Mr. Kessinger 
axtd Hr* Minor, aa Aealttant Diatrlot Counuel, assisted in this work. 
The Distriot Counsel, i awever, reviewed ali abstracts of KesKinger 
and ltta«r mada >]r tham as fee attorneys and wrote an opinion with 
referenea to tha asBsa for subinission to tne state ofxice. In other 
words they reviewed abstracts of other fee attornejs and the Distriot 
Counaal reviewed tlieirs. Tha Diatrlot Cotuisel likawiaa diatributad 
a l l eases for tne examination of title and closing* There was, 
^barefore, no oo fliat batwaan duties of tnese man as salaried 
attorneys and fee attorieya.* 

In the decision of April 10, 1955, A-60I467, i t was said -

''iVhila thia office oannot agree with your Oeneral Counsel that 
the authority grantal the Corporation by the fiama Owners* Loan Aot 
ef 1953»to •determine Its necessary expeiiditures* resolvaa ish* doubt 
in tha matter, apparently t © approving of suoh attonaey-aBployees 
aa fee attorneys was in error as ̂  our General Counsel states such 
fractice is oontrarj' to tiie Corporation's policy - i t would clearly 
ba contrary to sound public policy - and if t lere is no more in-
TOlvad than auoh error In the Corporation's action in approving 
auoh attomey-«aployeea aa few attorneys i t is not believed the error 
on tha part of t:.o Corporation in merely approving need bring lata 
quaaticai the status of the mployeea or their right \,o oompteiaation 
aa auah* Uoavror, i f such attomoy-employees actually practiced as 
attoxnaya for applicants for loans t ere apjjaars involved not only 
their sa^lagpant atatus and rig.ht to compensation from public i\inda 
but a l l aotions taken by thwa on behalf of tne Corporation respect-
lag or having any relation to applications for loans by their oliants." 
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In tne atataaanfc aubadtted with your let er i t is argued tziat 
i t ia aaaaMMl eomeroial practice, pati^lcularly with mortgaga and 
insuranaa oaaqpaniaa, for ti e mortgagee's attorney to aot for, and 
to be paid by, tha mortgagor in oonneotion with tha exaainatl.n of 
tit l e and the negotiation of loans, and ttAt the Home Owners' Loan 
Corporation, although a Govemment agency, is authorised, by virtue 
of its corporate fom, to follow ooramerclal practices not available 
to other Govemniental a enoies, 

Oranting that a Govemment corporation may have more latitude 
in the oonduct of its affairs than other Governmental agencies, such 
ll titude in any case is at least bounded b the dictates of sound 
public policy, and, irrespective of form, being a public agency, 
public policy would aeam to require standards of oonduct rot only 
above reproach but above t^e suspicion of reproach in tlie public 
mind. For salaried attorneys of the Home Owners* Lean "orporation 
to be permitted to oliarge and oolleot fees for personal services 
to applicants in connection with the aeouring of loans from t}ie 
Corporation suggaats serving two saisters and raises too many 
ixitpiioations of possible conflict of interests to be without objection 
by thia office* 

yy 

Yaaar aubadssion i s accordingly, 

iospeotfully. 

Comptrollor General 
of t le United States. 


