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M ATTE R O F:

Robert R. Pugh - Relocation Expenses -
Initial Service Charge

DIGEST:
Transferred civilian employee of Army Corps
of Engine.ers seeking reirmbursement Of initial
service charge incurred incident to purchase
of new residence may not be reimbursed
since Federal Travel Regulations, FPMR 101-7,
(May 1973), para. 2-6.2d preclude reimburse-
ment of any item determined to be finance
charge under Federal Reserve Board Regulations,
Reliance on superseded regulation can form
no basis for reimbursement. Survey, photo-
graph, and legal (closing) fees Ray be
reimbursed because they are excludable from
finance charge.

This action is taken in response to an appeal by(Mr. Robert B. .Pu;h,-an employee of the Department of the Armzy,U.S. Corps of Engineers, of a settlement letter DWZ-2554130-KBt 2issued by our Claims Division on May 6, 1975, denying his claimfor reimbursement of an initial mortgage service charge of a490.

The record'discloses that, pursuant to Travel Order No. 456,issued August 20, 1973, Mr. Pugh was transferred from Pineville,West Virginia, to Paintsville, Kentucky, and that he incurredcertain expenses incident to the purchase of a new residence.The Loan Settlement Statement, dated August 23, 1973, included$630 as an "Initial Service Charge", which was 2 per cent of themortgage loan. No further itemization of the $630 was set outin the Settlement Statement. However, the record does containan unsigned and undated "Itergization of Closing Costs" on thestationery of the mortpgagee, the First Federal Savings and LoanAssociation, Paintsville, Kentucky, which breaks down the fee asfollows:
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"First Itemization

"Survey $ 35.03
"Legal fees (closing loan) 100.00
"Photo 5.00
"Various services,-such as

clerical help for taking
application - preparing
instrum-nts to put On
com~puter - putting on
computer. Also, prorated
cost of computer service
in Cincinnati, cost of
supplies, etc. 490.00

"Total $30.0 0"

The record also contains another, inconsistent breakdown of
the $630 fee dated February 8, 1974, under the signature of
George E. FPranham, Executive Vice President of the First Federal
Savin.3 and Loan Association. This letter, which is addressed
to Mr. Pugh3, contains the following itemization:

Second Itemization

Legal Fees 4 47,00
Loan Coirnittee Fees

(includes photo) 20.00
Survey 35.00
Processing of loan

(consisting of 14 charges
apparently representing
the prorata apportionment
bt the bank's overhead
costs) 528.00

Total $630.0

On October 12, 1973, Mr. Pugh's claim was partially allowed
in the amount of 4;140, for the survey, legal fees (closing), and
photo expenses, based on the first itemization, the only one
then available. The ArPMy found the $140 to be reasonable in
amount and customarily paid by a purchaser in the locality where
the property was purchased. Our Claims Division concurred in
the Arry'- determination. Since Mr. PuEh was given a travel
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advance in excess of allowed expenses, he was found to be liable
to the Government for $514.64, of which, only the disallowance
of the initial service charge of $490 is still being contested.

The present appeal is based on the contention that the
$490 of the initial service charge incurred by Mr. Pugh consti-
tutes a reimbursable fee under the Federal Travel Regulations,
FPMR 101-7 (May )i973) (FTR) and Regulation 2Z, 12 C.F.R.
~226.4 (19.76). Mr.- Pugh states that the expenses were incurred
in good faith reliance upon superseded regulations.

The controlling regulation is FTR para. 2-6.2d, which provides
in pertinent part, that:

no * 'Notwithstanding the above, no fee, cost.
- charge, or expense is reimbursable which is deter-

mined to be a part of the finance charge under the
Truth in Lending Act, Title I, Public Law 90-321,
and Regulation Z issued pursuant thereto by the
Board of Governors of the Federal Reserve
System. * ' "

C-Regulation Z, promulgated by the Board of Governors of the Federal
Reserve System pursuant to the Truth in Lending Act, is set forth
in section 226.4 of Title 12 Code of Federal Regulations (CFR):

"(a) General rule. Except as otherwise provided
in this section, the amiount of the finance charge
in connection with any transaction shall be deter-
mined as the sum of all charges, payable directly
or indirectly by the customer, and imposed directly
or indirectly by the creditor as an incident to or
as a condition of the extension of credit, whether
paid or payable by the customer, the seller, or
any other person on behalf of the customer to the
creditor or to a third party, including any of the
following type of charges.

* a * * *

"(2) Service, transaction, activity, or carrying
charge.
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w(3) Loan fee, points, tinder's fee, or
8i-ailar char-,3 .

* a a a a

"(e) Excludable charv, real property
transactions. The follinC.:gt charges in cornaction
with any real property transaction, provided they
are bona fide, reasonable in amount, and not for
the purpotne of circu~vention or ev sion of this
part, shall not be included in the finance charge
with respect to that transactiorn:

"(1) Fees or premiums for title examination,
abstract of title, title insurance, or sinilai,
purposes and for required related property

"(2) Feen for preparation of deeds, settle_
raent statensenlts, or otter docuoents.

"1(3) knounts required to be placed or paid
into an escrow or trustee account for,
future paymaits.9 of taxes, insurance, and
water, sewer, and land rerts.

"(4) Fees for notarizin, deeds and other
documnts.

M(5) Appraisal tees.

W(6) Credit reports.0 (Unphasis added.)

We have consistently held that pursuant to the above, which
was applicable to 1'r. Pugh's transfer, loan origination fees
or initial aervice charges incurred incident to or as a condi-
tion of the extension of credit to finance the purchase of a new
residence are not reiralbursable because they constitute finance
charges. B184077, February 3, 1976; 49 Coaap. Gen. 4S3, 146
(1970); B-159367t April 17, 1970; B-1710556, November 27, 1070.

In applying the above regulation to ftr. Pughls expenses,
it is clear that the "processing of loan" char3e3, as designated
in both itemizations represent co0ts includable in the finance
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charre witbin the r-eanirg of. 12 C.F.R. 22S.4(a). Since It
conhtitutea a fle charge uqer FaIation Z, the Federal
Travel Begulations preclude reimbursemenlt. D-17L2135* MaY 7*
1973.

Te next queation raised is the reirburseient of survey#
iegsi rees (clon4 and photo expenses ircurred by ?Yr. Pu_;h
-incident to the e ension -of credit. Tlhe record, however, is
inconsistont. The amount of thc survey Is not in disputes since
*-35 ia inricated on both itea±zati4nstfZp the mort.o'ee. Also,
$5 of photo expense is listed on tho first itemization and is
incorporated into "loan coimittee foes" In te second
itemization. Rowevert the expense incurrea for leral fees
(closinz) to in cor.flict. The first itemization, dbllch' i$ the
fitP.4nt previously allc*ed, imlicates M1O0, whila the second
Indicates ~47. It is our view that, since '47 in lI,-1 feea
Ccloiin.}) was irzdicated in a sirned, later, and more comro-
henrnlve itertization of the initial servic charge, that amount
tmust be the aimout used in deter:Uning tihe total raoi,*bursextent

It is clear that the three ctmrges in thpe secowd Iterdzation
for survey, photo, and le.Al fee3 (closing) aro reitaburable to
the emiployoe since they are specifically e-cluded fro.m the deter-
mination of the fi-nance charge, as dcfine- in subsaction 5 C.-F.R.
§ 22.4(e) (1976), provided troy are bond fide, reasonable in
art.ount and 'not incurred for the purpone of circulnven' imn; or
evading hetgulation Z. Bl-796509, October 10, 173. rince such a
det-errriiation was mado by the Departaant of the Aray, reimburse-
wet ls authorized,

The final question raised by the record involves the tact
that the eamployee relied upon section 4.2d of superseded Office
of' Hnagement and Bud<mt (M.1) Circul:r to. A-c6 (Reviaed
October 12, 1965), twhich ,apecifically provided for reviburse-_nt
for lender's loan originatiorn fees. !iowever, when CQ13 Circular
No. A-56 was avain revised ef.ec~tive Juno 26, lV9', authority to
reimburse eziployees for loan or7,imnation fees vas rertoved.
49 Comp. Gon. 4a3 (1970). This revised resulation was incorP;
rated into, and superseded by the FTR which was in effect. at the
tine of . Pugh's transfer.

Accordinply$ the ClstIs Division determination of' the
Government's clai. agaiztst Yr. Pugh in modified to reflect the
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reimbursement of the t47 instead of tlOO for legal fees
(closing). Therefore Mr. Pu3h's liability is determined to be
IM67.64.

R.F*. KELLER

Deputy7Cocptroller General
of the United States
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