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MATTER OF: Christopher P. Jolly - Real Estate 
Expenses - Loan Origination Fee 

010 EST: 
Transferred employee claimed 3-3/4 percent 
loan origination fee but agency limited 
reimbursement to 1 percent, based on HUD's 
advice that a 1 percent loan origination 
fee is customary in the locality of the 
employee's new residence. The informa- 
tion provided by HUD creates a rebuttable 
presumption as to the prevailing loan 
origination fee, and the employee has 
not submitted evidence to rebut this 
presumption. Accordingly, the employee 
may not be reimbursed for an additional 
2-3/4 percent fee. 

The Director of the Office of Administration, U.S .  
Department of Transportation, Federal Highway 
Administration, requests our decision on the claim of 
Mr. Christopher P. Jolly. Mr. Jolly requests reimbursement 
for a loan origination fee which exceeds the customary rate 
for the locality of his new residence, as established by the 
Department of Housing and Urban Development (HUD). 
Ye hol'd that Mr. Jolly may not be reimbursed for an amount 
greater than the customary charge quoted by HUD, absent 
evidence that the prevailing rate is higher. 

FACTS 

Effective January 26, 1984, Mr. Jolly was transferred 
from Pierre, South Dakota, to Albany, New York. He financed 
the purchase of a new residence in Albany by obtaining an 
adjustable rate mortgage, and incurred a 3-3/4 percent loan 
origination fee in the amount of $1,995.25. 

The agency allowed Mr. Jolly reimbursement for a 
1 percent loan origination fee, based on advice from the 
Albany, New York, office of HUD that lenders in the Albany 
area customarily charge a fee of 1 percent. In suspending 
reimbursement for the additional 2-3/4 percent, the agency 
cited our decision in Roger J. Salem, B-214018, June 27, 
1984, 63 Comp. Gen. 456. In that decision, discussed more 



f u l l y  b e l o w ,  w e  d e n i e d  a n  ? i n p l o y e e ' s  claim f o r  4 p e r c e n t  of 
a 5 p e r c e n t  f e e  c h a r a c t e r i z e d  by  t h e  l e n d i n g  i n s t i t u t i o n  a s  
a " l o a n  o r i g i n a t i o n  fee ,"  d e t e r m i n i n g  t h a t  t h e  b u l k  of t h e  
fee r e p r e s e n t e d  a n o n r e i m b u r s a b l e  m o r t g a g e  d i s c o u n t .  

M r .  J o l l y  reclaimed r e i m b u r s e m e n t  f o r  t h e  d i s a l l o w e d  
2-3/4 p e r c e n t  f e e ,  c o n t e n d i n g  t h a t  h i s  s i t u a t i o n  is 
d i s t i n g u i s h a b l e  f r o m  t h a t  i n v o l v e d  i n  Salem. S p e c i f i c a l l y ,  
Mr. J o l l y  asser t s  t h a t  t h e  3-3/4 p e r c e n t  f e e  h e  i n c u r r e d  
r e p r e s e n t s  a -- b o n a  f i d e  l o a n  o r i g i n a t i o n  f e e ,  a n d  n o t  a 
mortgage d i s c o u n t ,  b e c a u s e :  ( 1 )  h i s  l o a n  a g r e e m e n t  d i d  
n o t  p r o v i d e  t h a t  p a y m e n t  o f  t h e  3-3/4 p e r c e n t  f e e  wou ld  
r e d u c e  t h e  i n t e r e s t  r a t e  on h i s  mortgage; ( 2 )  t h e  s e t t l e -  
m e n t  s t a t e m e n t  i n d i c a t e s  t h a t  h e  was n o t  assessed a n y  fee  
for  a m o r t g a g e  d i s c o u n t ;  a n d  ( 3 )  t h e  l e n d i n g  i n s t i t u t i o n  
h a s  e x p l a i n e d  t h a t  t h e  3-3/4 p e r c e n t  f e e  was assessed to  
cover cos ts  o f  l o a n  o r i g i n a t i o n .  

A g a i n s t  t h i s  b a c k g r o u n d ,  t h e  a g e n c y  q u e s t i o n s  w h e t h e r  
i t  may a l low M r .  J o l l y ' s  claim f o r  t h e  a d d i t i o n a l  2-3/4 
p e r c e n t  f e e .  

DISCUSSION 

Under  5 U.S.C.  § 5 7 2 4 a ( a ) ( 4 )  ( 1 9 8 2 ) ,  a n  e m p l o y e e  
may be r e i m b u r s e d  f o r  t h e  e x p e n s e s  h e  i n c u r s  i n  s e l l i n g  
a n d / o r  p u r c h a s i n g  a r e s i d e n c e  p u r s u a n t  t o  a p e r m a n e n t  
c h a n g e  of s t a t i o n .  E f f e c t i v e  October 1 ,  1 9 8 2 ,  t h e  imple- 
m e n t i n g  r e g u l a t i o n s  i n  para .  2 - 6 . 2 d ( l )  of t h e  F e d e r a l  
T r a v e l  R e g u l a t i o n s ,  FPHR 101-7 ( S u p p .  4 ,  A u g u s t  2 3 ,  1 9 8 2 )  
(FTR)  , were amended t o  pe rmi t  r e i m b u r s e m e n t  f o r  l o a n  o r i g i -  
n a t i o n  f e e s  a n d  s imilar  charges w h i c h  a r e  n o t  s p e c i f i c a l l y  
d i sa l lowed  b y  FTR para. 2 - 6 . 2 d ( 2 ) .  See R o b e r t  E. Kiger l ,  
6 2  Comp. Gen. 5 3 4  ( 1 9 8 3 ) .  T h e  term " l o a n  o r i g i n a t i o n  f e e , "  
as  u s e d  i n  FTR para. 2 - 6 . 2 d ( l ) ,  r e f e r s  t o  a l e n d e r ' s  f e e  
f o r  a d m i n i s t r a t i v e  e x p e n s e s ,  i n c l u d i n g  costs  o f  o r i g i n a t i n g  
t h e  l o a n ,  p r o c e s s i n g  d o c u m e n t s ,  a n d  re la ted  work .  S e e  
6 2  Comp. Gen..  4 5 6 ;  a n d  K i g e r l ,  c i t e d  above. 
for  a l o a n  O r i g i n a t i o n  f e e  1s l i m i t e d  to  t h e  a m o h n t  

R e i m b u r s e m e n t  

c u s t o m a r i l y  charged i n  t h e  l o c a l i t y  o f  t h e  e m p l o y e e ' s  
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new r e s i d e n c e .  See 5 U.S.C. 5 5 7 2 4 a ( a ) ( 4 ) ,  a s  implemen ted  
by FTR pa ra .  2 - 6 . 2 d ( 1 ) .  See a l so  P a t r i c i a  A .  G r a b l i n ,  
B-211310, October 4 ,  1983.  

I n  Roger J. Salem, c i t e d  by t h e  a g e n c y ,  a n  e m p l o y e e  
i n c u r r e d  a 5 p e r c e n t  l o a n  fee  w h i c h  was c h a r a c t e r i z e d  on 
t h e  s e t t l e m e n t  s t a t e m e n t  a s  a " l o a n  o r i g i n a t i o n  f e e . "  Tne 
a g e n c y  a l l o w e d  t h e  e m p l o y e e  r e i m b u r s e m e n t  f o r  1 p e r c e n t  of 
t h e  l o a n  amoun t ,  b a s e d  o n  H U D ' s  a d v i c e  t h a t  a 1 p e r c e n t  
l o a n  o r i g i n a t i o n  f e e  was c u s t o m a r y  i n  t h e  l o c a l i t y .  We 
d e n i e d  t h e  e m p l o y e e ' s  claim f o r  t h e  a d d i t i o n a l  4 p e r c e n t ,  
d e t e r m i n i n g  t h a t  t h e  b u l k  of t h e  l e n d e r ' s  5 p e r c e n t  c h a r g e  
r e p r e s e n t e d  a mortgage d i s c o u n t  or " p o i n t s , "  r e i m b u r s e -  
men t  f o r  w h i c h  is s p e c i f i c a l l y  p r o h i b i t e d  by  FTR 
para .  2 - 6 . 2 d ( 2 ) ( b ) .  I n  r e a c h i n g  t h i s  d e t e r m i n a t i o n ,  we 
n o t e d  t h a t  t h e  e m p l o y e e ' s  l o a n  a g r e e m e n t  showed t h a t  pay-  
ment  o f  t h e  5 p e r c e n t  f e e  r e d u c e d  t h e  i n t e r e s t  r a t e  o n  h i s  
m o r t g a g e ,  a n d  t h a t  i t  was i n c o n c e i v a b l e  t h a t  t h e  l e n d e r ' s  
a d m i n i s t r a t i v e  e x p e n s e s  c o u l d  h a v e  amoun ted  to  5 p e r c e n t  
o f  t h e  l o a n  amoun t .  

W e  agree w i t h  M r .  J o l l y  t h a t  t h e  f a c t s  o f  h i s  case are  
d i s t i n g u i s h a b l e  f rom t h o s e  i n v o l v e d  i n  Sa lem.  S p e c i f i c a l l y ,  
w e  f i n d  n o t h i n g  i n  t h e  l o a n  d o c u m e n t s  t o  show t h a t  t h e  
i n t e r e s t  r a t e  o n  h i s  mortgage was a d j u s t e d  downward a f t e r  h e  
p a i d  t h e  3-3/4 p e r c e n t  f e e .  However ,  t h e  lack of e v i d e n c e  
t h a t  t h e  3-3/4 p e r c e n t  f e e  i n c l u d e d  a m o r t g a g e  d i s c o u n t  d o e s  
n o t  mean t h a t  t h e  e n t i r e  f e e  is r e i m b u r s a b l e  a s  a l o a n  
o r i g i n a t i o n  fee u n d e r  FTR para .  2 - 6 . 2 d ( l ) .  

As w e  s t a t e d  p r e v i o u s l y ,  FTR para .  2 - 6 . 2 d ( 1 )  l i m i t s  
r e i m b u r s e m e n t  f o r  a l o a n  o r i g i n a t i o n  f e e  t o  t h e  amount  
c u s t o m a r i l y  p a i d  i n  t h e  l o c a l i t y  of t h e  e m p l o y e e ' s  new 
r e s i d e n c e .  I n  Gary A. C l a r k ,  8 -213740,  F e b r u a r y  1 5 ,  1984 ,  
w e  h e l d  t h a t  a n  a g e n c y  may r e l y  on  t e c h n i c a l  a s s i s t a n c e  
p r o v i d e d  by  t h e  local  o f f i c e  o f  HUD i n  d e t e r m i n i n g  t h e  
c u s t o m a r y  l o a n  o r i g i n a t i o n  f e e  f o r  a g i v e n  l o c a l i t y .  We 
r e c o g n i z e d  i n  C l a r k  t h a t  t h e  i n f o r m a t i o n  s u p p l i e d  by  HUD 
does n o t  es tab l i sh  i n f l e x i b l e  r a t e s  o r  l i m i t  t h e  c h a r g e s  
w h i c h  may be imposed  by  l e n d e r s .  However ,  w e  h e l d  t h a t  
t h i s  i n f o r m a t i o n  creates a r e b u t t a b l e  p r e s u m p t i o n  a s  t o  
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the preva i l ing  loan o r i g i n a t i o n  fee charged i n  the a rea ,  
and is con t ro l l i ng  i n  the absence of evidence overcoming 
t h a t  presumption. 

I n  t h i s  case ,  HUD's advice t h a t  a 1 percent loan 
o r i g i n a t i o n  f ee  is  customary i n  Albany c rea t e s  a rebut- 
t ab l e  presumption a s  t o  t h e  p reva i l i ng  r a t e  i n  t h a t  a rea .  
Although Mr. J o l l y  incurred a loan o r i g i n a t i o n  fee  i n  excess 
of 1 percent ,  he has not submitted any evidence showing t h a t  
lenders  i n  the  Albany area t y p i c a l l y  charge a higher r a t e .  
Under these circumstances, Mr. J o l l y  has not rebut ted the 
presumption t h a t  a 1 percent loan o r i g i n a t i o n  f ee  is custom- 
ary i n  the Albany a rea ,  and h e  may not be reimbursed fo r  a 
higher amount. 

Accordingly, based o n  t h e  present  record, Mr. J o l l y  
may not be reimbursed f o r  an add i t iona l  2-3/4 percent loan 
o r i g i n a t i o n  fee .  

4 

v i  Comptroller General 
of t h e  United S t a t e s  
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