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B-178750 July 2, 1973

My. David M. Kramer

Authorized Certifying Officer

Yederal Highwvay Admint{stration

Ragion One

United dtates Dspartment of Transportation

Lear Mr, Kramar)

We xefer to your latter of Msy 25, 1973, refersnce 01-00,1,
Tecjuenting our decision whether Mr, Gerald Kennedy, sn employee of the
Yederal Highway Administration, is entitled to reimbuvsement in the
amount of $130 for a portion of the cost of an owner's title policy
which he obtainsd on a residence he purchased in Warwick, Rhode Island,
incident to his change of official duty station from Albany, New York,
to Providence, khode 1sland, .

The record shows that Mr, Keanedy clyaimed a totsl) of $199 as
reimbursable real estato expenses resulting from the purchase nf a
hoae st his new duty station, Mr. Kemnedy's bank, the Industrial
National Bank of Rhode Island, listed the relevant buyer's expenses
in the following manner:

Y

.
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$ 30 proceseing fee
¢ 19 zxecording fes
$275 owner's title policy chaxge

Mr, Kennedy claimed the first two items and $130 of the $275 iten.
You allowed the first two items as reimbursable expenses, dut disallowed
the $120 of the ovmer's title policy charge clainmed. In disallowing
this item you pointed out the specific language of sectien A.2d of Office
of Mansgemout and Budget Circular No., A-56 which states iu pertinent parts

® & % The cost of a mortgage title policy paid for by the
euployse on a residence purchased by him is veimburasable
dut ' costs of other types of insurance paid for by hinm,
such as an owner's title policy, a "record title" policy,
mortgage iunsurance, snd insurance sgeinst damage or lcss
of property, are not reimbursable itens of axpanse. % & &
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Mr. Kennaedy contends in his rveclaim voucher that the $130 clain
gepresents that portion of the cost of the owner's title policy which
ie attributable to the coat of the title work done by the baunk's attormey,
While he concedes that the §145 addivional charge levied by the bauk at
the cloging when he alected sn ower'a title policy in lieu of a moxtgages's
title policy is a nonreimbursable personal expense, Mr. Kennedy baliaves
that the balance of $130 is tantsmount to the coat ¢f a mortgages's titlas
policy which the bank requires in any case a9 a ninimum prerequisite for
financing. 1In support of his contention Mr, Kennedy submitted a latter
from the bank's mortgaye officar stating that the coat of a certificate
of title to the bauk, required in lieu of an ownor's citle policy, is
$180. This charge would be termed a “processing fee" om the closing
atatement but would include a charge of $130 for the baank uttorncy'n ticle
work in additien to the {30 processing fee previocusly allowed,

The difficult~ in this axrea stems from the fnct that title insarance,
unlike other types oi mortgagu insurance, is more than a contvact of
indemnity, The essence of the title insurance transasction often involves
obtaining a profeseional title search, opinion, and guarantes. The costs
of seaxrching title, if custimarily paid by the purchaser, ars reimbursable
under saction 4.2¢ of the .ircular. Consequently, though our decisions
¢onsistsutly have held that the cost of an owner's title policy obtained
for the protection of the puvchaser is not reimbursable under section 4.2d
of the Circular, the cost ot a title policy obtained for the protection
of the lender is veimbursable whan incurred as a prerequisite to the
trausfer of property or to obtaining financing if such cost is customarily
paid by the purchaser in that area, B-176663, February 20, 1973; B-~164847,
Septenber 4, 19¢] (copies enclcsed)., Ses also B-171041, Necember 24, 1970,
Accordingly, if you find that the aforementioned coste are cuetonarily
paid by the purchaser of a residence in Providence, the voucher, with
enclosures, vhich is returned herewith, may be certificd for payment if
otherwise ceorrect.,

Sincerely yours, '
’ .
, ‘ Paul G. Deambling ‘e

"Wcting’ Comptroller Ceneral . :
of the United Statas T -





