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Kr. J. . Perry
Authorized Certifying Officer
tonneville Power AdministPatlon
United Status Department of the Zutsrinr
1. 0, 3ox 3621
Portland, Oregon 97208

Dear Kr. Parry#

We refer to your latter of April 12, 1973, requesting the opinio
of this Office at to the propriety of reimbursing Mr. &mmd K. Savoie
4115 paid by his and characterized aso a "lon service fEn" inictdent to
the purchas of residence in Decanber of 1972 at his no duty statiou,
Fortlar, Oregon,

The loan in connection with which the service fee was charged was
made to Hr. Savoie ' thet Department of Veterans Affairs of the State
of Oregot. The Disclosure Statemet prepared by the Department char-
acteriss the $OM5 service fee as a "prepaid finance charge." You
quott fro, a publication issued by that Department untitled "Oregou
Veterans Farm uA Home Loans" which explaius that the servite fee
covers the mot of appraisal and other costs of closing the loan and is
besed *a the type and location of the proprty and the aucnt of the
loan,

You request to be advised whether the loan srvlce fee La A role.
burseble exaense or wether It is a finance charge for which reimburse-
at is expressly precluded by subsection 4.2d of Office of tAnagant

an Budget Circular Ho. A"56, wiich, as in effect at the date of the
traaaction bere involved nd presently piovidosa

* * * Notwithstanding the above, no fee, cost,
charge1 or expoese Is reimbursble which Is deter-
mined to be a part of the finance charge under the
Truth u Jading Actp Title I, Public Law 90*321,
sd Regulatiou £ Issued pursant thereto by the
Board of Governors of the Fedral Reserve Sysats.
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As authority for his contention that the service fee is a rein
burnable xpene, Mr. $riiie relies on our holding in 47 Comp. Gat 727
(1968) that the Veteran, Administration "funding fI.," required by
38 U.SC. 1818(d) as a condition precedent to the guarantee of loan,
was reimbursable under section 4.2d of Bureau of tiw Budget Circular
No. A-56, revisod October 12, 1966, as then In efftct. Your doubt a to
the propriuty of reimbursement stems froi our more recent holding in
49 Cowp. 0 ens 483 <1970) wherein we concluded that the Veterang Mdin-
iatration "funding fee" in a finance charge incident to the extension of
credit an contemplated by the Truth in Lending Act and as such is not
reimbursble under aection 4.2d of Office of Management and Budget Cir-
cular No, A-56, revised June 26, 1969. The pertinent language of saco
tion 4,2d, as In effect at the date of the tranusacticas involved in the
latter decision, is identical to the languace of section 4.2d, quoted
above, In effect at the time of Hr. Savoie's real estate transaction.
As noted in your letter the language of section 4.2d considered In
47 Cowp. Ccn. 727 was wuperaeded. Such holding is therefore no longer
controlling.

Regulation 2 (12 CFR, Part 226.4), referenced in section 4.24 aboya,
provides the following guidance for determining whether a particular
charge is a finance charge within the definition thereof contained in
section 106 of the Truth in Lending acts

3226.4 Determination of finance chinic,

(a) 0eneral rule. Except as otherwise provided
In tte section, the aunt of the finance charge in
cocvto-tian with any transaction shall be detenoinad
as the sum of a*l charges, payable directly or
Indirectly by the customer, and imposed directly or
l*directLy by the creditor as an incident to or as a
condition of the extension of credit, whether paid
or payable by the customer, the seller, or any othr
pzron on behalf of the customer to the creditor or
to a 'hird party, including any of the following
types of charges:

(1) Interest, tLme pric, differential, and
any amount payable unier a discount or other system
of additional charge.
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d3 9) L fe, p*Lutu, fle's f", or
ALmilar charge.

(4) Fee for a n ppra ,al. inCtigatlo,
or credit sreport,

-~~* . ; *, 9

(a) ftecludable ch=ga. -eal Property
transactions, The -rollowing chargec ln cau
anction wiih any real property transctlon,
provided they are bona fide$ rzasmible In
amount, und not for the purpose of aftcuma
vention or evasLan of this parts shall not be
Included in the finance chn wlth respect
to that trffiJ"¢tions

(1) YF% or premums f or titl<
'xa(eteon, abstract of titl, titl y

nsurances or foelar purpose, fnd for
required relsted property sur..c'

(2) Fees for panparatial of diesg
sttlea *t Stattso or Other docun",

o 3) ei ounts required to b plced or
petd into an ecrew or truoter troast for
future paymate of t Lis, resuaronae a"
vatmr, searn tnd lao d r outsi.

t4) Fea for nthriszprt dseda tb
ielur docuinthe

(5) tthrtaisa ftoin

(6) Credit reporty survy

(2) e o

nttls~, sttns XOhrdcaus
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Under the above guIdeliInes we have held that a service chrge or
fap not Identified as being in payment of an otherwise allowable
vqaae, is to be considered a finance charge, Bo176481, August 11,
1972, Where an itemization of amonunt included in the service charge
or fee 1. furnished, excludable chargs as dafine4 In subsection 226,4(e),
above, may be reImbunted to the extent that they are bona fide, reasable
In amount and uot for the purpose of circumventing or evading Regulation Z
(12 CFR, Part 226)I

Although the record Indicateu that appraisal coats, an allowable
Ltem, was included ln the fac, no portion of the $115 service fee paid
by Hr. Savole may be reimbursed in the absence of ci Itemization.
Accordingly, the voucher end attachments, returned herewith, may cot be
cer£tied for payment on the basis of the present recoro.

sincerely yours1

Paul G. Demblina

PO&'thoComptroller General
of the UniteG States
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