e gy w7

T e e A
P S e

P -,

b T e e e, s st e il gl n i
VA -

e e

et ——————

4 \

LY

Duwns

C.P
)\ THE COMPTROLLER GENERAL
joF THE UNITED BTATES
VWABHMINGTORMN., n.c.,. 205q@d

DECIE TN

FILE: B-189396 DATE: March 23, 1978
MATTER QOF: piuglas E. Clowers - Rcal Estate Expenses -
Finance Charges

DIGEST: Disallowance of reimbursement for loau origination
fee incurred by Fed: ral employee¢ incidenc ‘o sale
of rcsidence upon transfer of official dut, statfon
is sustained. Loan origination fee is 'finance
charge” within meaninz of that tewm as defined by
Regulation Z issucd by Board of Governers of
F>deral Reserve System and, thlus, is not reimburs-
able inder Federal Travel Regulations, FPMR 101-7,
para 2-6.2d (May 1973). For came reason, even if
fee s classified as loan discount fee, it is not
reimbursable.

This action is a response to an appzal by Douglas Clowers cf
our Claims Division Settlement Caertificate No., 2-2(21419, dated
hugust 5, 1976, disaliowing lils claim for reimbursement of real
estate expenses Incurraed in connection with the s¢ ~ of his res-
ideuce in M{ddletown, Maryland, in September 1975, upon ¢nange of

his official duty station from Washingten, D.C., to Montgomery,
Alabama. -

The real estate expenses, which were disallowed, represent
the loan origination fee paid by Mr. Clowars in connection with
the sale of -~is residenc2. The fee of $2,195 (5 percent of the
sales price of $43,900) was paid to the lending company that
financed the purchase for the buyer. We note that on the sattle-
ment sheet which was prepared at the time the house was sold,
this ~harge is referred to as a loan discount fee. In a letter
dated November 13, 1975, from Mr, Jack E. Bloomquist, the attcvrney

who counducted the settlemeant, it is stated that this fee was actually

a loan originatior fee and was characterized as a loan disccunt
fee at the insistence of the mortgage lender.

Mr. Clowers points out that 28 days after arriving in Montgomery

he was notified by the Air Force that the project to which he was
assigned was being disbanded and, as an Army civilian, he would

have to find another position. Within 24 hours of this notification,

Mr. Clowers was transferred back to Washington for a permanent
change of station, Mr, Clowers moved back to hi¢ former school
district in the Middletown wrea in October 1975 thereby csustaining
two permaneut change of statio moves in less than 2 months.
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Because of veal estate mark-t conditions in the Middletown area

at that time, Mr. Clowers found it necessary to accept significantly
less favoraltle mortgage terms than he previously had for the
purchase of a comparable house at a higher jsale price.

Statutory authority for reimbursement of the expenses of
residence transactions of transferred employees is forad at
5 U.8.C. 5724a(a){4) (1970). The regulations prumulgated pursuant
to this statute are found in chapter 2 of the Faderal Travel
Regulations, FPMF 101-7 (May 1973).

. Paragraph 2-5,2d of the Federal Travel Regulations (FTR)
states in pertinent part that:

"= # % [nterest on loans, points, and mortgage
disconnvs are not reimlursable. Notwithstanding
the abo're, no fee, cost, charge, or expense is
reimbursable which is determined to be & part of
the firance charge under the Truth in Lending Act,
Title [, Public Law 90-321, and Regulation Z is-
sued pursuant thereto by the Board of Goveinors
of the Federal Reserve System., * % "

Pegulation Z, published as 12 C,F.*., § 226.4, zets the Ffollowing
standards for determining what constitutes an element of a2 finance.
charze and provides in part as follows:

"(a) General rule, Except as otherwise pro-
vided in this section, the amount of the finance
charge in connection with any transaction shall
be determined as the sum of all charges, payable
directly or indirectly by the customer, and
imposed directly or indirectly by tha creditor
as an incident to or as a condition af 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 tlie following
types of charges:

* x * 4 *

"(2) Service, transaction, activity, or carrring
charge.
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"(3) lLoan fee, pnints, finder's fee, or
similar charge., * * %"

We have hel® that a loan origination fee, which can be
described as a "loan fee,” is a finance charge within the meaning
of that term as deiined by Regulation Z. As such, there can be
ne reimbursement under FTR para. 2-6.2d. Matter of CGwen C,
Strickland, B-185680, Augusl 4, 1976; Matter of Albert M., Garcla,
B-183611, September 2, 1975. Accordingly, the $2,195 loan
origination fee claimed by Mr. Clowers may not be certified for
payment. Even i{f the charge is classified as a loan diszount
fee, it is rot reimbursable, since loan discounts are specifical-
ly stated *o be nonreimbursable in FTR para. 2-6,2d,

While it i{s unforturate Lhat ‘the condition of the real
estate market caused Mr, Clowers to suffer financially, warket

conditions do not provide a basis for am exception to the regulations.

In fact, paragraph 2-6.ie of the Federal Travel Regulatiens pro-
vides that:

"Losses due to prices or market conditions at
the old and new posts of duty. Losses due to
failyre to 8211 a residence at the old offict:!
station at the price asked, or at its current unpraisgsed
value, or at its original cost, or due to failure to
buy a dwelling at the new official station at a price
comparable to the selling price of the residence at
the old official sctaticn, and any similar losses, are
not reimbursable,"

This paragraph clearly establishes the policy that the Government
is pot responsible for real estate loscaes or other problems
associatad with market cenditions,

tcenrdingly, the settlerment of August 5, 1976, denying the
claim is sustained,

ﬂvf AL in.

Deputy Comptroller’ General
of tne United States





