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{Peal Estate Expenses: Loan Origination Pee). E-186%583. April
11, 1977. u pp.

Decision re: Donald W. Espeland; by Robert P. Keller, Deputy
Comptrcller Gengral.

Issue Area: Fersonnel Managesent and Compensaticn: Compensaion
(3085,

Contact: Office of the General Counsgel: Civilian Personnel.

Budget Fupcticn: General Goverunment: Central Personnel
Managesent (805).

Organizaticn Concerned: Cagartment of Labor.

Authority: Truth in lending Act, title *, sec. 106, 106(e) (P.L.
90-321), 5 0.5.C. 5726a. B-186734 (1976) . E-185544 (1376).
B-185621 (1976) . B-176663 (1973). B-183972 (1978). B=-175374
(1972) . B-17687¢ (1975). F.T.R. (PPMR 101-7), pera. 2-6.2,
2-6.2d4d. F.T.R. (FFPAR 101".,,' para. 2=1.2. 12 C.FP.R. 226.

The Departszent oi Labor guestioned tbe propriety of a
reclainm voucher for a loan originution fee paid by a transferred
employee. The prior disallcwance vas sustaired, as the charge is
a finance charge unde) the Truth ir Lending Act and Requlation 2
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Donald ¥, Espeland « Real Estate Sxpenses -
DIGEST: Loen Orizination Pee . .
Pmployee wvho teclaised $465, consisting of a charge he
paid for loan origination fee, and whose original
clain was disaliowed Ly the aduinigtrative agency

say sot ba reimbursed any part of that charge since

it is a finsnce charge undor the Truth iu Lending

Act ond Regulation Z. See also para., 2-6,2d of
:1;;3;’0«:.1 Travel Ragulations (F2R 101<7) (May

This action §s in respouse to a request frem an.authorized
certifying officer of the United States Departmcent of labor, dated
May 20, 1976, xegardicg the propriety of certifying for paynent a
reclaim voucher in ¢the amount of $465 4n favor of Mr. Donald V.,
Espeland Tepresenting resl estute uxpenses in conmecticn with the
purchase of & residencs in October 1975, in Des Moines, lowa, The
purchase was pursuant o s permsnent transfer of station from
Denver, Coloxado. Ni. Espeland had originally submitted a clain
for a loan origination fee of $340, subsequently reduced to $465
sfter being granted an appraisal fee allowance of $75, The §465
balance, which was Aisailowed, is the subject matter of the prezent
recleim voucher, and vepresents the loan origination £+e¢ paid by
Mr, Espeland in comnaction with ths purchase of his rasidence.

Mr. Espeland contends thera is a contradiction batwsen past
decisions of our Claims-Division regavding loan origination fees
and the Jefinition of a loau origination fee stated by the United
Statey Departwent of Houazing and Urban Development (liUD), and
Publication 17 of the Internal Ravenue Service {IRS). Furthnr,
¥r. Espaland states that HUD employees arc reimbuxsed a loan
origination fee; this Off'!ce allows Escrow Agents fes, which is
inconsistent; and a provision of the Department of Ladbor's regula~
tions is in error, .

The suthority to reimburse a Goverment employse for expenses
incyrved in comnestion with resl estata cransactionz upom official
tcansfer of duty station is found in section 3724a of Title 5 of the
United Statey Cods (1970). The governing regulations implementing
this statute are contained in chapter 2, par:t 6 of thc Federal Travel
Regulaticns (FPMR 101=7), May 1973,
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Poderal Travel Regulations (FPMR 301-7) pave. 26,24 (Mey ms)
provides in partinent patt thats

“e % % ao fes, cost, charge, or axpense {3 reimbursabtle
which is deternined to da 8 part of the finance charge
undor the Truth ia Lending Act, Title I, Public Law
=321, and Regulation Z fsswed pursuant therato by
tM poard of Governors of the Federal Reserve System.”

Sectfon 106 of the Truth fn lLending Act Title 1, Pub. L, 90321
provides the following guidelines for determining vhether a particulaz
charge {s an excludable mxpense or a part of the fiosnce charge.

"{a) Except as otherwiee provided in this section,
the anount of the finance charge in comnectiocn with any
consuoer credit transaction shall be determinad as the sa
of all charges, payable directly or indirxectly hy the

" person to whom tha credit is extended, and tmposed
directly or indirectly by the creditor oo smn incident
to.the extension of credit, including cuy of the
following types of charges vhich are epplicabdles

"(1) Interest, time price differsntial, and amny
amount paysble under o.point, discoumt, or other
systen of additional charges.

"(2) Sexvice or carrying charge,
7{3) Loan fee, fiuder's fee, or eimilar ¢charye.
"(4) Fee for an:invessigstion-or credi® veport,

"{5) Premiva or other charge for any guarantet or
fnsucance protesting the creditor against the obligor's
default or othar credit loss.™
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*{e) Ths following itemo;, when charged in connecticn
vith sny extension of credit securcd by an intarest in
roal property, shall not be included in tha computation
of the finince charge with respect to that transactions

“*(1) Pees o7 pveniuns for title oxsalnation, title
jnsursnce, or similar purprses.
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*(2) Fecs for preparation of -a deed, sattlesment
statament, ot other docusents.

*(3) Escrows for future puyment of taxes snd
iasurance,

"(4) Peas for notarising deeds and other
documenty,

*(5) . ppreisal fees.
“{6) Credit reporte.”

Regulation Z (1) C.P.R. Part 226), was proamlgated by the Board of

Governors of the Federal Reserve Systen pursuant to the Truth in

}'.adiu Act, and scte forth the foregoing £{n substentially the same-
(.3 - 8

The adalnistrative cost computed at 1% percent of the loam, claized
by Mz. Espaland is also imowm as & loan originaticn feo, and ity
purpose is to cover the varfous costs of procesning snd handling
the loan. In fact the Lank sdvised Mr. Espeland by letter, Decomber 17,
1975, that & loan origination fee is the same as its service fees or
adninistration cost.. And Mz, Espeland ¢learly states on his vaucher
that the clasimed amrunt is a loan originatiou fee.

We have held that this fee is &8 "loan fia" within the meaning
of section 106(n)(3) of:the Truth in Lending Act. Sas 5-186734,
Septeaber 23, 1976; B=185621, spril 27, 197&; B~183972, Aprll-16, 1976,
As such, there is no exception contsined ia soction 1C6(e) of the Act
for.this foe-which-must. t.':n be considered a “finance charge" in
gecotdance vith sectiou 106{a), and since the Federal Travel
Regulations preclude Teisbursement forx such "finance charges,' reim-
bursement {2 not allowed for the loan origination fae paid by
Mr. Espeland.

Nr. Espeland’s-entitlement is statutory in nature and is provided
for by the cited regulationd. Therefore, it ia not relevant that
the fee 1s not deductidle for interest charpos as stated in IRS
Publication 17, nor 1is it ralevant a3 to its cefinition in a HUD
pamphlet, Specific regulations preclude its reimduriement, See
B-176879, April 2, 1975, copy enclosed. And HUD employees, like mest
other Government employees are subject to these same regulsticas.
Sae FTX, pars., 2-1.2 {May 1973},
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Ve sls0 fall te discerm any incuvasistescy fu sllovence of an
Agent’s Rsc.oow fes bacause it 18 reimbdursable umder FIR, pacs.
26,2 (May 1973). Where thare is nothing in the record to indicate
that the escrow fee wae incldent %o the extension of credit, it is
allowable, B-183344, September 23, 1976; B-176563, Februacy 10, 1973}
B-173374, April 12, 1972,

We uote tnat the apparent discrepancy in the Drpsrtment of Labor's
tegulation cited by Mr. Espeland, {s an exampie of ¢ payment voucher
dated 1969, Va thersfore point out thet previowsly the loan erigina-
tion fes imo 8 reinbursable sxpense wnder Burezu of the Budget
Circular No, A=56 until June 26, 1969, when that vegulation wes
revised. Thie vevision, which excluded the loan origination fee
from allovable axpenses, was carried over into the succeeding
regulation, the FIR pava, 2-3.2d which wae tho applicadle regulation’
whet Mz, Esveland's transfer wvas effected.  This fact could accoumt
for the discrepancy,

Accordingly, the voucher may wet be certified to't payment,

gvs

.~ Comptroller Genersl
fBorvry’ ¢ the United States
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