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MATTER OF: D i k r a n  H a z i r j i a n  - Pro Rata Reimbursement 
of Real Estate Expenses) - Sale of 
Two-Family House 

DIOtST: 

1. 

2 .  

Where employee sells a two-fami ly  house  
i n c i d e n t  to  a t r a n s f e r  t o  a new d u t y  
s t a t i o n ,  otherwise allowable real  
e s t a t e  e x p e n s e s  w h i c h  are based o n  a 
f l a t  f e e ,  w i t h o u t  regard t o  p u r c h a s e  
price, s h o u l d ,  i f  r e a s o n a b l e ,  be reim- 
bursed i n  f u l l .  

Where employee se l ls  a two-family house  
i n c i d e n t  t o  a t r a n s f e r  to  a new d u t y  
s t a t i o n ,  and b o t h  s e c t i o n s  are i d e n t i -  
ca l  i n  area b u t  o n l y  t h e  employee had 
use o f  t h e  l a n d ,  otherwise allowable 
r ea l  e s t a t e  e x p e n s e s  w h i c h  a r e  based 
u p o n  t h e  sa le  price of t h e  house  may be 
reimbursed t o  t h e  employee o n  a p r o  
r a t a  b a s i s  c a l c u l a t e d  i n  a c c o r d a n c e  
w i t h  a f o r m u l a  based o n  a l l o c a t i o n  of 
t h e  t o t a l  l and  v a l u e  to  t h e  e m p l o y e e ' s  
r e s i d e n c e  area.  

T h i s  d e c i s i o n  is  i n  res,mnse to  a request from a n  
a u t h o r i z e d  c e r t i f y i n g  o f f i c e r  o f  t h e  Depar tment  of T r e a s u r y .  
I t  c o n c e r n s  t h e  a l l o w a n c e  oE c e r t a i n  rea l  e s t a t e  e x p e n s e s  
w h i c h  were i n c u r r e d  by Mr. Dikran  H a z i r j i a n ,  a n  employee o f  
t h e  I n t e r n a l  Revenue S e r v i c e ,  i n  c o n n e c t i o n  w i t h  t h e  s a l e  o f  
a two-family home i n  Dulnont, ?Jew J e r s e y ,  due  to  h i s  t r a n s f e r  
to  Richmond, V i r g i n i a .  M r .  H a z i r j i a n ' s  e x p e n s e s  may be paid 
as  d i s c u s s e d  below. 

M r .  H a z i r j i a n  claims $ 5 , 5 6 5 . 4 9 ,  w h i c h  r e p r e s e n t s  58 .11  
p e r c e n t  o f  t h e  $ 8 , 1 7 1 . 5 0  i n  e x p e n s e s  i n c i d e n t  to  t h e  sa le  o f  
h i s  two-family home. He a r r i v e d  a t  t h e  6 8 . 1 1  p e r c e n t  f i g u r e  
by s u b t r a c t i n g  Erom 190 p e r c e n t ,  31.89  p e r c e n t ,  which  is  
one -ha l f  of t h e  p e r c e n t a g e  f i g u r e  of t h e  improvements  v a l u e  
of $43,500, d i v i d e d  by t h e  assessed p r o p e r t y  v a l u e  o f  
$ 6 8 , 2 0 0 .  The  68 .11  p e r c e n t  f i g u r e  r e p r e s e n t s  t h e  assessed 
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value of a l l  t h e  land associated w i t h  t h e  house p lus  
one-half of t h e  improvements value. W r  . i fazirj  ian inc luded  
t h e  ent i re  value of t h e  land when ca l cu la t ing  t h e  58.11 
percent f igu re ,  because, a s  t h e  record shows, "* * * 
the only use t h a t  t h e  t enants  had of the land was f o r  access 
t o  t h e  property." The $5,565.49 f i g u r e  represents  68.11 
percent of t h e  following expenses incurred: 

Brokerage f ees  
Legal fees 
Recordinq f ees  

$7 590 e 0 0  
4 2 5 . 0 0  
30.00 

S t a t e  reGenue stamps 126.50 
Total $8,171.50 

T i t l e  5 of t h e  U n i t e d  S t a t e s  Code, s ec t ion  5 7 2 4 a ( 4 ) ,  
allows reimbursement t o  t r ans fe r r ed  employees of c e r t a i n  
r e a l  e s t a t e  expenses i n c i d e n t  t o  t h e  s a l e  of d residence a t  
t h e  old d u t y  s t a t i o n .  The Federal Travel Regulation, 
FPMR 101-7 (Septeinber 1981), paragraph 2-6.lf, provides i n  
re levant  pa r t :  

"Paxment of expenses I - 4  & - employee - pro r a t a  
eiit i Clement. 

* * * I f  t h e  res idence is a d u p l e x  o r  
another type of n u l t i p l e  occupancy 
d w e l l i n g  which is occupied only p a r t i a l l y  
by the employee, o r  whenever  the employee 
shares  r e s p o n s i b i l i t y  f o r  a leased 
property ( s u c h  a s  a shared apartnent  
arrangement),  expenses s h a l l  be reimbursed 
on a pro r a t a  bas i s .  * * * "  

While the r egu la t ion  :.1oc3~ mt ; p c i f y  ',io4 tx prora te  the 
r e a l  e s t a t e  expenses u n d e r  circumstances as those 2resented 
here, w e  have analyzed t h i s  m t t e r  i n  p r i o r  decis ions.  
F i r s t ,  a s  t o  those necessary expenses t h a t  r e f l e c t  t!i.+t 2 
f l a t  fee was charged without regard to  t h e  purchase _orice, 
t h e  otherwise allowable real e s t a t e  c o s t s  should n o t  be 
prorated,  b u t  s h o u l d  be paid i n  f u l l ,  assuming the f ee  is 
reasonable i n  amount and i n  l i n e  w i t h  o the r  charges for 
s i m i l a r  s e rv i ces  i n  t h e  l o c a l i t y .  5 5  Comp. Gen. 747 
(1976); 54 Comp. Gen. 597 (1975). O n  tne  o the r  hand, fees ,  
s u c h  a s  brokerage f e e s ,  w h i c h  a r e  based upon t h e  s a l e  p r i ce ,  
should be prorated i n  accordance w i t h  a r a t i o  formula of 
a:nployse residence a rea  s i t e  value t o  s a l e  p r i ce  of t h e  
2roperty.  For example, i f  an employee and family occupies 
one-half of a duplex owned by t h e  employee, and both halves 
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of the duplex are  o f  e q u a l  v a l u e ,  t h e n  t h e  employee s h o u l d  
be r e i m b u r s e d  for one -ha l f  o f  t h e  p r o  ra ta  e x p e n s e s  which  
are o t h e r w i s e  allowable d u e  t o  t h e  sa le  o f  t h e  d u p l e x ,  
i n c i d e n t  t o  a t r a n s f e r .  5 5  Comp. Gen. 747,  p r e v i o u s l y  
ci ted; a-166402, May 7 ,  1969. A s  no ted  b e f o r e ,  allowable 
f l a t  fee e x p e n s e s  may be pa id  i n  f u l l .  

A s t a t e m e n t  i n  t h e  record from M r .  H a z i r j i a n  i n d i c a t e s  
t h a t  t h e  s e c t i o n  o f  h i s  house  which was used a s  a r e n t a l  
u n i t  is v i r t u a l l y  i d e n t i c a l  i n  area (and  p resumab ly  v a l u e )  
to  t h e  r e s i d e n c e  space of Mr. H a z i r j i a n .  However, since t h e  
record shows t h a t  o n l y  t h e  employee had use o f  t h e  l a n d ,  
i t  is r e a s o n a b l e  to assume t h a t  t h e  l a n d  v a l u e  s h o u l d  be 
associated w i t h  t h e  e m p l o y e e ' s  r e s i d e n c e  v a l u e  i n  c a l c u -  
l a t i n g  t h e  pro r a t a  f i g u r e .  A s  p r e v i o u s l y  s t a t e d ,  t h e  31.89 
p e r c e n t  r e p r e s e n t s  t h e  v a l u e  o f  t h e  p r o p e r t y  n o t  occupied by 
Mr. H a z i r j i a n  and h i s  f a m i l y ,  and t h e  68 .11  p e r c e n t  f i g u r e  
r e p r e s e n t s  t h e  v a l u e  o f  a l l  t h e  l a n d  combined w i t h  t h e  v a l u e  
of N r .  H a z i r j i a n ' s  r e s i d e n c e  area.  Thus,  M r .  H a z i r j i a n  
s h o u l d  be r e i m b u r s e d  f o r  68.11  p e r c e n t  of t h e  pro ra ta  
allowable e x p e n s e s  i n c i d e n t  to  t h e  sale o f  t h e  house ,  
f o r  example ,  t h e  brokerage f e e s .  Mr. H a z i r j i a n  s h o u l d  also 
be r e i m b u r s e d  f o r  t h e  f u l l  e x p e n s e  o f  c h a r g e s  which were 
made o n  a f l a t  fee basis.  

T h e r e  is no i n d i c a t i o n  i n  t h e  record w h e t h e r  t h e  
a t t o r n e y ' s  f ee . s ,  r e c o r d i n g  f e e s  and cost o f  s t a t e  revenue  
stamps a re  l i n k e d  t o  t h e  s a l e  price o f  t h e  h o u s e  o r  whether  
t h e y  a re  charged o n  a f l a t  f e e  basis .  Thus,  t h e  T r e a s u r y  
Department  s h o u l d  make s u c h  a d e t e r m i n a t i o n  and make payment 
on a pro r a t a  bas i s  or  i n  f u l l  i n  a c c o r d a n c e  w i t h  t h e  gu ide-  
l i n e s  o u t l i n e d  above .  N e  n o t e  t h a t  p a r t s  o f  t h e  a t t o r n e y ' s  
fees may be based on a p e r c e n t a g e  of t h e  s a l e  p r i c e ,  w h i l e  
o the r  p a r t s  ,nay be on a f l a t  fee bas i s .  See 54 Comp. Gen. 
597, 599, p r e v i o u s l y  cite.?. 

The vwicher is r e t u r n e d  f o r  p r o c e s s i n g  c o n s i s t e n t  llrith 
t h i s  d e c i s i o n .  

y of t h e  U n i t e d  S ta tes  
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