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MATTER OF: Mary C. Saucedo - Real Estate Expenses  - 
Loan O r i g i n a t i o n  Fee 

DIOEST: 
T r a n s f e r r e d  employee claimed 3 p e r c e n t  
l o a n  o r i g i n a t i o n  fee b u t  agency  l i m i t e d  
r e imbursemen t  t o  1 p e r c e n t ,  based 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  
fee was cus tomary  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  new r e s i d e n c e  a t  t h e  t i m e  o f  
t h e  p u r c h a s e .  The i n f o r m a t i o n  p r o v i d e d  
by H U D  creates  a r e b u t t a b l e  p r e s u m p t i o n  
as  t o  t h e  p r e v a i l i n g  fee i n  t h e  a r e a ,  and 
t h e  employee has n o t  s u b m i t t e d  e v i d e n c e  
s u f f i c i e n t  to  r e b u t  t h i s  p re sumpt ion .  
A c c o r d i n g l y ,  t h e  employee  may n o t  be reim- 
b u r s e d  f o r  t h e  a d d i t i o n a l  2 p e r c e n t  fee. 

M r .  Conrad R. Hoffman, Director of t h e  O f f i c e  o f  
Budget and F i n a n c e  ( C o n t r o l l e r ) ,  V e t e r a n s  A d m i n i s t r a t i o n  
( V A ) ,  requests o u r  d e c i s i o n  c o n c e r n i n g  M s .  Mary C. S a u c e d o ' s  
claim for  t h e  f u l l  amount of a 3 p e r c e n t  l o a n  o r i g i n a t i o n  
fee s h e  i n c u r r e d  when p u r c h a s i n g  a r e s i d e n c e  a t  h e r  new d u t y  
s t a t i o n .  F o r  t h e  r e a s o n s  se t  f o r t h  below, w e  ho ld  t h a t  t h e  
VA p r o p e r l y  r e i m b u r s e d  M s .  Saucedo for o n l y  1 p e r c e n t  of t h e  
3 p e r c e n t  fee. 

FACTS 

E f f e c t i v e  Sep tember  7 ,  1984,  M s .  Saucedo was t r a n s -  
ferred f rom Temple, T e x a s ,  to  Manches t e r ,  N e w  Hampshire. 
She  f i n a n c e d  t h e  p u r c h a s e  of a new r e s i d e n c e  i n  Manches te r  
by o b t a i n i n g  a c o n v e n t i o n a l  mor tgage ,  and i n c u r r e d  a 
3 p e r c e n t  l o a n  o r i g i n a t i o n  fee of $1 ,650 .  

The VA a l l o w e d  M s .  Saucedo r e imbursemen t  for  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 ,  s u s p e n d i n g  t h e  a d d i t i o n a l  
2 p e r c e n t  b a s e d  on  a d v i c e  from t h e  Manches t e r  o f f i c e  of t h e  
Depar tment  of Hous ing  and Urban Development ( H U D )  t h a t  local 
l e n d i n g  i n s t i t u t i o n s  c u s t o m a r i l y  c h a r g e  a 1 p e r c e n t  fee. 
W h i l e  t h e  Manches t e r  o f f i c e  of HUD acknowledged t h a t  s e v e r a l  
l oca l  l e n d e r s  were c h a r g i n g  " l o a n  o r i g i n a t i o n  fees" of 2 and 
3 p e r c e n t ,  i t  s ta ted  t h a t  i t  had c o n t a c t e d  these l e n d e r s  and 
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learned that the bulk of the higher fees represented prepaid 
interest rather than administrative expenses associated with 
loan origination. 

Ms. Saucedo reclaimed reimbursement for the disallowed 
2 percent fee, arguing that the 1 percent figure quoted by 
HUD does not represent the customary loan origination fee 
in Manchester. In this regard, she has submitted a letter 
from her lender, the Homeowners Mortgage Company, stating 
that, at the time it closed her loan, 3 percent was the 
"reasonable and customary" fee for originating conventional 
mortgages and that no part of the fee charged Ms. Saucedo 
represented a mortgage "buydown." 

Against this background, the VA questions whether it 
may allow Ms. Saucedo's claim for an additional 2 percent 
loan origination fee. 

DISCUSSION 

Under 5 U.S.C. S 5724a(a)(4) (1982), an employee may 
be reimbursed for the expenses he or she incurs in selling 
and purchasing a residence pursuant to a permanent change 
of station. Effective October 1 ,  1982, the implementing 
regulations in paragraph 2-6.2d(1) of the Federal Travel 
Regulations, FPMR 101-7 (Supp. 4, August 23, 1982) (FTR), 
incorp. by ref., 41 C.F.R. S 101-7.003 (1983), were amended 
to permit reimbursement for loan origination fees and simi- 
lar charges which are not specifically disallowed by FTR 
para. 2-6.2d(2). See Robert E. Kigerl, 62 Comp. Gen. 534 
(1983). The term "loan origination fee," as used in FTR 
para. 2-6.2d(l), refers to a lender's fee for administra- 
tive expenses, including costs of originating the loan, 
processing documents, and related work. See Veterans 
Administration, 62 Comp. Gen. 456 (1983). Reimbursement 
for a loan origination fee is limited to the amount custom- 
arily charged in the locality of the employee's new resi- 
dence. See 5 U.S.C. 5 5724a(a)(4), as implemented by FTR 
para. 2-6.2d(l). See generally Patricia A. Grablin,- 
B-211310, October 4, 1983. 

In Gary A. Clark, B-213740, February 15, 1984, we held 
that an agency may rely on technical assistance provided by 
the local office of HUD in determining the customary loan 
origination fee for a given locality. We stated that the 
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i n f o r m a t i o n  s u p p l i e d  by HUD creates a r e b u t t a b l e  presump- 
t i o n  as t o  t h e  p r e v a i l i n g  l o a n  o r i g i n a t i o n  f e e  c h a r g e d  i n  
t h e  area,  and  is c o n t r o l l i n g  i n  t h e  a b s e n c e  o f  e v i d e n c e  
overcoming t h a t  p re sumpt ion .  Apply ing  e v i d e n t i a r y  s t a n d a r d s  
deve loped  i n  t h e  c o n t e x t  of real  es ta te  b r o k e r s '  commis- 
s i o n s ,  w e  s u g g e s t e d  t h a t  a n  employee may be a b l e  to  demon- 
s t r a t e  t h r o u g h  a s u r v e y  of local l e n d i n g  i n s t i t u t i o n s  t h a t  
t h e  p r e v a i l i n g  l o a n  o r i g i n a t i o n  fee is  h i g h e r  t h a n  t h a t  
q u o t e d  by HUD. However, a d d r e s s i n g  t h e  f a c t s  i n  C l a r k ,  w e  
found t h a t  i t  is  n o t  s u f f i c i e n t  f o r  a n  employee t o  s u b m i t  
t h e  conce rned  l e n d i n g  i n s t i t u t i o n ' s  s t a t e m e n t  t h a t  i t s  l o a n  
o r i g i n a t i o n  f e e  r e p r e s e n t s  t h e  p r e v a i l i n g  ra te .  

I n  t h i s  case, HUD'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  is  cus tomary  i n  Manches te r  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  t h e  p r e v a i l i n g  r a t e  i n  t h a t  
area.  Al though M s .  Saucedo h a s  s u b m i t t e d  a l e t t e r  from 
t h e  Homeowners Mortgage Company s t a t i n g  t h a t  i ts l o a n  o r i g i -  
n a t i o n  f e e  o f  3 p e r c e n t  r e p r e s e n t e d  t h e  " r e a s o n a b l e  and 
cus tomary"  f e e  i n  Manches t e r ,  t h i s  e v i d e n c e  is n o t  s u f f i -  
c i e n t  t o  d e m o n s t r a t e  t h a t  l e n d e r s  i n  Manches te r  t y p i c a l l y  
c h a r g e d  a 3 p e r c e n t  f e e .  S e e  C l a r k ,  above ,  and R icha rd  P. 
J o h n s o n ,  B-218754, September  17, 1985. Under t h e s e  c i r c u m -  
s t a n c e s ,  M s .  Saucedo h a s  n o t  r e b u t t e d  t h e  p re sumpt ion  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 cus tomary  i n  t h e  
Manches te r  area,  and  s h e  may n o t  b e  r e i m b u r s e d  f o r  a h i g h e r  
amount. 

A c c o r d i n g l y ,  f o r  t h e  r e a s o n s  s t a t e d  above ,  
M s .  S a u c e d o ' s  claim f o r  a n  a d d i t i o n a l  2 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  may n o t  be  a l l o w e d .  

A c t i n g  Comp t r o  1 yer' Gene r a1 
o f  t h e  Un i t ed  S t a t e s  
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