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DIGEST 

A t r a n s f e r r e d  employee who p u r c h a s e d  a r e s i d e n c e  a t  h i s  new 
d u t y  s t a t i o n  may n o t  be r e i m b u r s e d  for t h e  t u 1 1  amount of a 
l o a n  o r i g i n a t i o n  fee of 2.5 p e r c e n t .  A l though  he has 
d e m o n s t r a t e d  by a Federal H o m e  Loan B a n k ' s  s u r v e y  t h a t  a fee 
of 2.5 p e r c e n t  was cus tomary  i n  t h e  l o c a l i t y  for  t h e  
c o n v e n t i o n a l  f i n a n c i n g  i n v o l v e d ,  t h e  "fees" reflected i n  t h e  
s u r v e y  i n c l u d e  n o t  o n l y  l o a n  o r i g i n a t i o n  fees b u t  also 
d i s c o u n t s  and p o i n t s  w h i c h  a re  n o t  r e i m b u r s a b l e  e x p e n s e s .  

DECISION 

T h i s  d e c i s i o n  i s  i n  r e s p o n s e  t o  a r e q u e s t  from J o h n  E. 
T o t t e n ,  C h i e f  of t h e  N a t i o n a l  O f f i c e  of t h e  F i n a n c i a l  
Branch ,  I n t e r n a l  Revenue S e r v i c e  ( I R S ) ,  Depar tment  of t h e  
T r e a s u r y ,  c o n c e r n i n g  t h e  claim of M r .  Michael J. Murphy, a n  
employee of t h e  IRS,  for  r e imbursemen t  of a l o a n  o r i g i n a t i o n  
fee. The  fee was i n c u r r e d  when M r .  Murphy t r a n s f e r r e d  trom 
P h i l a d e l p h i a ,  P e n n s y l v a n i a ,  t o  Washington ,  D.C.,  and 
p u r c h a s e d  a r e s i d e n c e  a t  h i s  new d u t y  s t a t i o n  wh ich  h e  
f i n a n c e d  by a c o n v e n t i o n a l  ad j u s t a b l e  r a t e  mor tgage .  H e  
paid a 2.5 p e r c e n t  l o a n  o r i g i n a t i o n  fee i n  t h e  amount of 
$ 5 , 0 0 0  a t  c l o s i n g  i n  J a n u a r y  1988. A l though  h e  claimed 
r e i m b u r s e m e n t  for t h e  f u l l  amount of t h e  l o a n  o r i g i n a t i o n  
tee ,  t h e  a g e n c y  re imbursed  h i m  o n l y  $ 2 , 0 0 0 ,  a n  amount equal 
to  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. 

M r .  Murphy r e l i e s  o n  o u r  h o l d i n g  i n  S t e v e n  C.  Krems, 
65 Comp. Gen. 447 (1986), t o  support  his claim for a 2.5 
p e r c e n t  l o a n  o r i g i n a t i o n  fee. I n  K r e m s ,  supra,  w e  h e l d  
t h a t  an  employee  was e n t i t l e d  t o  r e imbursemen t  for 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  b e c a u s e  h e  d e m o n s t r a t e d  by a 
Federal H o m e  Loan Bank ' s  s u r v e y  of l oca l  l e n d e r s  t h a t  a 
3 p e r c e n t  fee  was cus tomary  i n  t h e  l o c a l i t y  f o r  t h e  
p a r t i c u l a r  t y p e  of c o n v e n t i o n a l  f i n a n c i n g  i n v o l v e d .  



Mr, Murphy presented a S u r v e y  of Terms on C o n v e n t i o n a l  Home 
Mortgages  p r e p a r e d  by t h e  F e d e r a l  Home Loan Bank Board t o  
s u p p o r t  h i s  claim f o r  a 2.5 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 .  
The r e l e v a n t  p o r t i o n  o f  t h i s  s u r v e y ,  f o c u s i n g  on t h e  
Washington ,  D.C, - Maryland  - V i r g i n i a  m e t r o p o l i t a n  area, 
showed t h a t  f o r  a l l  l o a n s  c l o s e d  i n  t h e  s u r v e y  months of  
F e b r u a r y  and  December 1987,  and  J a n u a r y  and  F e b r u a r y  1988,  
a v e r a g e  " i n i t i a l  fees and  c h a r g e s "  be tween 2.44 a n d  2.82 
percent were c h a r g e d .  " F e e s  and  cha rges '  are d e f i n e d  i n  
t h i s  s u r v e y  a s  " i n c l u d [ i n g ]  a l l  f e e s ,  commiss ions ,  d i s -  
c o u n t s ,  a n d  ' p o i n t s '  p a i d  by t h e  borrower, o r  seller,  i n  
o r d e r  t o  o b t a i n  a l o a n ,  i n c l u d i n g  a n y  g e n e r a l  c h a r g e  f o r  
making t h e  l o a n  and s p e c i f i c  c h a r g e s  made t o  o f f s e t  specif ic  
l e n d i n g  e x p e n s e s  . . . . I '  

Our d e c i s i o n  i n  Krems, s u p r a ,  was o v e r r u l e d  i n  part  i n  
C o n s t a n t  B ,  C h e v a l i e r ,  66  Comp.  Gen. 627 ( 1 9 8 7 ) .  I n  
C h e v a l i e r ,  s u p r a ,  we h e l d  t h a t  " f e e s "  as r e f l e c t e d  i n  a 
F e d e r a l  H o m e  Loan Bank s u r v e y  of "fees" c h a r g e d  fo r  
f i n a n c i n g  i n  a p a r t i c u l a r  area c a n n o t  be r e l i ed  upon t o  
e s t a b l i s h  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  fee b e c a u s e  n o t  
o n l y  are  l o a n  o r i g i n a t i o n  f e e s  i n c l u d e d  i n  t h e  "fee" b u t  
d i s c o u n t s  and  p o i n t s ,  n o n - r e i m b u r s a b l e  expenses, are a l s o  
i n c l u d e d .  See F e d e r a l  T r a v e l  R e g u l a t i o n s ,  para. 2-6.2d(2)  
wh ich  spec i - a l ly  p r o v i d e s  t h a t  " [ i l n t e r e s t  on loans,  
p o i n t s ,  a n d  mor tgage  d i s c o u n t s  are n o t  r e i m b u r s a b l e . " l /  - 
Based on C h e v a l i e r ,  s u p r a ,  we h o l d  t h a t  Mr. Murphy is n o t  
e n t i t l e d  t o  a 2.5 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  b e c a u s e  t h e  
" i n i t i a l  f e e s  and  cha rges ' '  as r e f l e c t e d  i n  t h e  s u r v e y  h e  
submit ted i n c l u d e  n o t  o n l y  t h e  l o a n  o r i g i n a t i o n  f e e  b u t  
a l so  d i s c o u n t s  and  p o i n t s  which are n o t  r e i m b u r s a b l e .  
T h e r e f o r e ,  b e c a u s e  Mr. Murphy h a s  n o t  p r o v i d e d  e v i d e n c e  t o  
s u p p o r t  h i s  claim f o r  r e imbursemen t  o f  a n y  a d d i t i o n a l  
amount as a l o a n  o r i g i n a t i o n  f e e ,  we c o n c l u d e  t h a t  
Mr. Murphy may n o t  be r e i m b u r s e d  f o r  h i s  l o a n  o r i g i n a t i o n  
f e e  i n  excess of 1 p e r c e n t .  

ComptroMe r/ G e n e r a l  
o f  t h e  U n i t e d  S ta tes  

- 1/ Federal T r a v e l  R e g u l a t i o n s  (Supp.  4 ,  Aug. 23, 19821,  
i n c o r p .  b y  r e f , ,  41 C.F.R. S 101-7.003 ( 1 9 8 7 ) .  
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