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Decision re: Donald V. Espeland; by Robert P. Keller, Deputy
Comptrcller General.

Issue Area: Personnel Manageuent aud Compensaticn: Compensadlon
(305)'

Contact: Office of the General Counsel1 Civilian Personnel.
Budget flncticn: General Government, Central Personnel

Management (805) .
Organizaticon Concerned: CeFartuent of Labor.
Authority: Truth in lending Act: title ', sec. 106, 106(e) (P.L.

90-321). 5 U.S*C. 5724a. 8-106734 (1976). !-185U44 (1976).
B-18621 (1976) . B-176663 (1973). B-183972 (1976) . B-175374
(1972). B-176875 (1975). P.T.R. (PPIR 101-7), para. 2-6.2.
2-6.2d. P.7.R. (PINR 101-7)e para. 2-1.2. 12 C.P.R. 226.

The Departeent oi Laboz. guestioned the propriety of a
reclaim voucher for a loan origination fee paid by a transferred
employee. The prior disallcwance was sustained, as the charge is
a finance charge undej: the Truth in Lending Act and Regulation 2
(12 C.F.R. Part 226). (D31)
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DIGEST: Loa 0tl9intio Fe

Ioploye wre olaied $40,5 c9"istisg of a *harge he
paid for loam origination fee, and whose original
claim wae disallowed by the adinistrative agency
say not be reimbursed any part of that charge siace
It is a finance charge under the Truth ix Lending
Mct cd Regulation 2. See also para. 2-6.2d of
the Federal Tra ta teglations (FM 101.7) (May
1973).

This action is In response to a request from *auautborized
cortifyite, officer of the Ulted States Department of labor, dated
May 20, 1976, regtarding the propriety of certifying for payment a
reclaim voucher in the amount of $465 in favor of Mfrs Donald W.
Espeland representing real estate expenses in connection with the
purchase of a residence it October 1975, in Des Moiness Iova, The
purchase was pursuant to a permnmnt transfer of station fron
Denver, Colorado. Hr. Ispeland had originally submitted a claim
for a losn ofdgtuation fee of $540, aubsequestlr reduced to $463
after being granted an appraisal fee allowsace of $75. The 4465
balanceg which was ulsailoved, is the subject matter of the present
reclaim weucher, and represents the loam origination fte paid by
Mr. Espeland ln conneetion with the purchase of his residence.

Hr. Espeland contents there Is a contradiction between past
decisions of our Claims Division regarding loan origination fees
snd the definition of a loan origination fee stated by the United
States Department of Housing and Urbsa Danvlopuont (BUD), and
Publication 17 ok the lternal Revenue Service (IRS). Further,
Ir. Ispeland states that HUD employees arc reimbursed & loan
origination feel this OffIce allows Escrow Agents fee, which Is
inconsistentl and a provision of the Department of Labor's regula'
tions Isis eTror.

The authority to reimburse a Govenant employee for expenses
inowrred in counectlon with real *atat ctransaction: upon official
transfer of duty station is found in section 5724, of Title 5 of the
United State; Code (1970). The governing regulations Implementing
this statute are contained In chapter 2 pMr: 6 of thc Federal Travel
Regulaticas (FPMt 101-7), Not 1973.
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Federal tarel Regulations (FM 6101-7) para. 2-,.2W (Hey 1473)
prride. in pertinent part thata

"* * * no feef coat, charge, or expense to s Lmbursable
hebich i detenndied to be a part of the finance charge
uonder the Trnth b tiLnding Act, Title to Public Law
C1-321, and Retulation Z Issued pursuant thereto by
the foard of Oonvrors of the Federal Reserve Systa."

Section 106 of tbe Truth in landing Act Title 1, Pub. , 90-S31
provides the following guldelines for detemaining whother a particular
charge is an excludable qvnpuse or a part of the floance chargep

"(a) txcept as otherwise prowides in this cactios,
the amount of the finance charge in connection with any
consumer credit transaction shall be deterineld as the am
of all chargeq, payable directly or indirectly by the
person to whom Vha credit le rxtended, aMd imposed
directly or indirectly by the creditor so -n incident
to the extension of credit, includia ouyr of the
following types of charges itich aro applicable:

"(1) Interest, time price differntial, and any
amount payable under c-point, dtscount, or other
system of additional charges.

(2) Service or corming charge.

"(3) Loan fee, frider's fee, os similar chare.

"(4) ree ror a-im..alsniot credit report.

"(5) Prenium or other charge for any guarantee or
inasurance protecting the creditor against the obligor's
default or other credit loss."

* * * *, *

"(a) Tha followitg ItiMn when charged ID connection
with any extension of credit seeurcd by an &nterest is
real property, shall not be included in the computation
of the finance charge with respect to that transactians

"(I) Feesor t1zveiun. for title exncxiatiu, title
Insurance, or similar purposes.
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"(2) Fees for preparatien of .4 deed, settlemet
stataestet r otbet doecsts.

"(3) tsWrnn for future payment of taxes sad
Isasrance.

"(4) Iens for uotarlslvg deeds end other
j *~~~oce_ ts.

9(5) . ppralsal tees.

'(6) Credit reports."

Regulation 2 (1? CU.R. Part 226) was provlgated by the board of
Governors of the Federal Resroe Syste pursuant to the Truth in
Leoadig Act. ani ects forth the foregoing io substanttally the *ame
torn.

The adainlstratiwe cost computed at 1 percent of the ion, claimed
by Mr. Espelaud is also bmouw *a a locn orLSInaticn fto, and itv
purpose is to cover the various costs of procesaing and handling
the losn. In fact the anok advised Hr. Espeland by letter, Dectber 17,
1975, that a loan origination fee Is the same as its service fee or
addinistration cost.. tnd Kr. Espeland clearly states on his voucier
that th elsimu a*ount is a lon origination £ee.

We have held that. this fee Is a "loan fat' within the moaning
of section 106(a)(3) oldthe Truth In Lending Act. See 3-18.6734,
September 23, 19761 3-185621, AprIl 27, 19761 3-183972, April 16 1976.
As sucbh thera I no exception contained Is section 106(o) of the Act
for thl foe.-Whicbust. t;:m be considered a "finance charge" in
nocotdance with sectiou 306(a), and since the Federal Travel
Regulations preclude :oimburaement for such "finance charges," VeLi-
buraoment is not allowed for the loan origluation fee paid by
Mr. Uspeland.

ir. Kspelandi'aentitlosment is statutory in nature and is provided
for by the cited regulatloqi. thereforo, it ia not relevant that
the fee is not deductible for Interest charges as stated In IRS
lublicatioa 17, nor Is it relevant as to Ito definition in a HUD
pamphlet. Specific regulations preclude its raimburierent. See
b-176879, April 2, 1975, copy enclosed. And HUlED aemloyeeso, like ost
other Covernmeat amployee% are subject to these ame regulations.
See FM., par. 2-1.1 (Kay 1973).

I ~ ~ ~ ~ ~ ~ ~ 3



a also foil to diSmy4a i daastmy IS allamme of ae
Mat'. Rcsinr fe becamue It Is reiabursble oduor FMt pcra*
2.6.2 (may 1973). Whore there lo nothing in the record te tadlest
that the eacrov fee was incidot to the extension of credits t t
allonble. 3-15344, September 23, 1976; 3-17603, tebruary 20. 1973;
J-1?5374, April 12 1972.

e note thcat the apparent discropacy in tbe P'1ertmoet of Labor's
regulation cited by Kr. topeland, lo an osspie of e payment voucher
dated 1969. Ue theroforo polat out that previously the lon eorgina-
tion fee mu a rolnbursable axpenee under eureau of the Budget
Circular Ho. A-56 until Jun 26e 1469, mubn that regulation was
revised. Thi. revision, which excluded the loan orfginatian fe
froa allowable expncnc was carrf dmer Into the succeeding
regulation, the FTR para. 3-5.24 which was the applicable regulation'
wht Mrs. £Cpeland'e trnmsfez was *ffected. Thia fact could accoust
for the discrnpeacy.

Accordingly, the voucher may met be ¢crtified for Paymnt.

Comptroller Genral
fjnut? tof the Utated States




