
W A S H I N Q T O N ,  D . C .  2 0 5 4 8  

w 

FILE: B-212326 DATE: November 2 9 ,  1983 

MATTER OF: James W. Thomas 

DIGEST: 

1. 

2. 

Lump-sum l o a n  f e e s ,  w i t h o u t  a l i s t i n g  
o f  t h e  s e r v i c e s  c o v e r e d  a n d  a n  a l l o c a t i o n  
of t h e  a m o u n t  f o r  each  s u c h  i t e m ,  a r e  c o n -  
s ide red  f i n a n c e  charges  t h a t  a r e  n o t  reim- 
b u r s a b l e  a s  r e a l  e s t a t e  e x p e n s e s  f o r  t h e  
p u r c h a s e  of a r e s i d e n c e  a t  t h e  e m p l o y e e ' s  
new d u t y  s t a t i o n .  U n l e s s  a m o u n t s  a r e  
s t a t e d  fo r  p a r t i c u l a r  i t ems ,  i t  c a n n o t  be 
d e t e r m i n e d  t h a t  t h e  c h a r g e s  a re  c u s t o m a r y  
in t h e  l o c a l  a rea .  

Where a n  e m p l o y e e  p u r c h a s e d  t w o  d w e l l i n g s  
o n  50 acres  o f  l a n d ,  a g e n c y  s h o u l d  have 
p ro ra t ed  t h e  r e a l  e s t a t e  p u r c h a s e  e x p e n s e s  
e v e n  t h o u g h  t h e  s e c o n d  d w e l l i n g  was n o t  
h a b i t a b l e .  T h e  p r o r a t i o n  r e q u i r e m e n t  of 
p a r a g r a p h  1 - 6 . l f  of t n e  Federal  T r a v e l  
R e g u l a t i o n s  a p p l i e s  e v e n  i n  t h e  case of a 
s i n g l e  d w e l l i n g  w h e r e  c h e  e m p l o y e e  
p u r c h a s e s  a p a r c e l  of l a n d  i n  e x c e s s  o f  
t h a t  r e a s o n a b l y  r e l a t e d  t o  t h e  r e s i d e n c e  
s i t e .  

T h e  i s sue  i n  t h i s  case is  w h e t h e r  Mr. James W .  
Thomas ,  a n  e m p l o y e e  of t h e  D e p a r t m e n t  o f  A g r i c u l t u r e ,  is 
e n t i t l e d  t o  r e i m b u r s e a e n t  of t w o  l o a n  fees i n c u r r e d  i n  
c o n n e c t i o n  w i t h  t h e  p u r c h a s e  of a r e s i d e n c e  o n  50 a c r e s  
of l a n d  a t  h i s  new r l a t y  s t a t i o n .  No p o r t i o n  of e i t h e r  
fee may be rclmbilrsed i n  t h e  EiSs?ace of a n  i t e m i z a t i o n  
by t h e  l e n d e r  of t h e  s e r v i c e s  p r o v i d e d  ar,3 a l i s t i n g  c;f 
t h e  a m o u n t  a l l a c a b l e  tc each s u c h  i tem ta a s s u r e  t h a t  20 

p o r t i o n  of e i t h e r  fee  was a f i n a n c e  c h a r g e  a n d  t h a t  t h e  
e x p e n s e s  were c u s t o m a r y  i n  t h e  loca l  a rea .  F c r t h e i - ,  
on1.y t h e  p r c r a t a  p o r t i o n  of otherwise r e i m o u r s a b l s  r e a l  
e s t a t e  e x p e n s e s  r e a s o n a b l y  r.sl.a?eC! t o  t h e  d w e l l i n g  a n d  
r e s i d e n c e  site may be p a i d .  

M r .  Thomas  t r a n s f e r r e d  from B e l  A i r ,  M a r y l a n d ,  to 
Las A n i m a s ,  C o l o r a d o ,  (311 or  a b o u t  Septeniber 2 1 ,  : ?80 ,  
w h e r e  h e  p u r c h a s e d  a r e s i d e n c e  on August 2 7 ,  1982.  A t  
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c l o s i n g  t h e  l e n d e r ,  a member o f  t h e  F e d e r a l  Land Bank 
A s s o c i a t i o n ,  c h a r g e d  h im a "closed l o a n  f e e "  of $150 a n d  
a " loan f e e "  o f  $ 9 0 0 .  T h e  e m p l o y i n g  a g e n c y  d e n i e d  h i s  
claim for  r e i m b u r s e m e n t  o f  t h e s e  r e a l  e s t a t e  costs based 
o n  i t s  d e t e r m i n a t i o n  t h a t  t h e y  were f i n a n c e  charges  
u n d e r  t h e  T r u t h  i n  L e n d i n g  A c t  a n d  R e g u l a t i o n  2, 
12 C.F.R. 226 .4 .  The  a g e n c y  i n f o r m e d  h i m ,  h o w e v e r ,  
t h a t  i f  h e  o b t a i n e d  a b reakdown of t h e  charges  i n c l u d e d  
i n  t h e  f e e s  a n d  a m o n e t a r y  amount  f o r  e a c h  item i t  would  
r e c o n s i d e r  h i s  c la im t o  d e t e r m i n e  i f  a n y  p a r t  of e i t h e r  
f e e  was re imbursable .  

M r .  Thomas s u b m i t t e d  a l e t t e r  f r o m  t h e  l e n d e r  
l i s t i n g  t h e  items i n c l u d e d  i n  t h e  t w o  f e e s .  However ,  
t h e  l e n d e r  would  n o t  p r o v i d e  a b reakdown of t h e  cost  f o r  
each item. The  l i s t  o f  items f o l l o w s :  

1.  T i t l e  e x a m i n a t i o n  t o  assure  t h a t  t h e  n 

[ l e n d e r ]  h a s  a f i r s t  mortgage o n  t h i s  
s e c u r i t y  . 
"2. The cost  of mak ing  t h e  a p p r a i s a l  o n  
t h e  s e c u r i t y .  

" 3 .  O t h e r  e x p e n s e s  i n  c o n n e c t i o n  w i t h  
v e r i f y i n g  t h e  r e p a y m e n t  a b i l i t y ,  c r e d i t  
r a t i n g s ,  c r e d i t  r e f e r e n c e s  a n d  g e n e r a l  

. a d m i n i s t r a t i o n  costs." 

M r .  Thomas a l s o  p r o v i d e d  i t e m i z e d  s t a t e m e n t s  f r o m  t w o  
s a v i n g s  and  l o a n  c o m p a n i e s  i n  t h e  Las Animas  area show- 
i n g  t h e  l o a n  f e e s  t h e y  would  h a v e  c h a r g e d  f o r  each item 
h a d  t h e  l o a n  b e e n  o b t a i n e d  f rom them.  A l t h o u g h  s e r v i c e s  
s i m i l a r  t o  those shown b y  M r .  Thomas '  l e n d e r  a r e  l i s t e d  
by e a c h  o f  t h e  s a v i n g s  a n d  l o a n s ,  t h e  a m o u n t s  a l l o c a b l e  
t o  these p a r t i c u l a r  items t o t a l  l e s s  t h a n  $ 2 0 0  a n d  e a c h  
s t a t e m e n t  i n c l u d e s  a n  a d d i t i o n a l  item c a l l e a  " l o a n  
o r i g i n a t i o n  fee." U n l i k e  M r .  Thomas'  l e n d e r ,  n e i t h e r  
s a v i n g s  a n d  l o a n  company h a s  i n d i c a t e d  t h a t  a n y  p o r t i o n  
o f  i t s  o v e r a l l  c h a r g e  i s  a l locab le  t o  " g e n e r a l  
a d m i n i s t r a t i o n  costs ."  

Because t h e  l e n d e r  d i d  n o t  s p e c i f y  a d o l l a r  amoun t  
a l l ocab le  t o  e a c h  i t e m  c o v e r e d  by t h e  l o a n  fees ,  t h e  
c e r t i f y i n g  o f f i c e r  forwarded M r .  Thomas '  claiin t o  
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t h e  Comptroller G e n e r a l  f o r  a n  
asks w h e t h e r  paymen t  may be a1 

a d v a n c e  dec is ion .  H e  
owed o n  t h e  b a s i s  t h a  - 

t h e  items l isted i n  t h e - l e n d e r ' s  l e t t e r  a re  r e i m b u r s -  
ab le  a n d  t h a t  t h e  t o t a l  amount  o f  t h e  f e e s  i s  r e a s o n a b l e  
a n d  f a l l s  w i t h i n  t h e  l i m i t a t i o n s  imposed b y  p a r a g r a p h  
2-6.29 of t h e  Federa l  T r a v e l  R e g u l a t i o n s  (FPMR, 
September 1 9 8 1 )  (FTR). 

W h e t h e r  a p a r t i c u l a r  e x p e n s e  i n c u r r e d  by  a t r a n s -  
f e r r e d  F e d e r a l  e m p l o y e e  is  r e i m b u r s a b l e  i s  g o v e r n e d  by 
5 U.S .C .  SS 5724  a n d  5724a  ( 1 9 7 6 )  a n d  t h e  Federal  T r a v e l  
R e g u l a t i o n s ,  FPMR 101-7 ( S e p t e m b e r  1 9 8 1 )  ( F T R )  i s s u e d  
t h e r e u n d e r .  

P a r a g r a p h  2-6.2d o f  t h e  FTR (September 1 9 8 1 )  
d e f i n e s  t h e  m i s c e l l a n e o u s  e x p e n s e s  t h a t  a r e  r e i m b u r s a b l e  
i n  c o n n e c t i o n  w i t h  t h e  s a l e  a n d  pu rchase  of r e s i d e n c e s  
a t  t h e  e m p l o y e e ' s  o l d  and  new d u t y  s t a t i c n s  i n c i d e n t  t o  
a t r a n s f e r  of o f f i c i a l  s t a t i o n .  A s  i n  e f f e c t  a t  t h e  
d a t e  o f  Mr. Thomas '  t r a n s f e r ,  paragraph 2-6.2d p r o v i d e d  
t h a t  " n o  f e e ,  cos t ,  c h a r g e ,  or  e x p e n s e  is  r e i m b u r s a b l e  
i f  i t  is d e t e r m i n e d  t o  be a p a r t  o f  t h e  f i n a n c e  c h a r g e  
u n d e r  t h e  T r u t h  i n  L e n d i n g  A c t ,  T i t l e  I ,  P u b l i c  L a w  
90-321, a n d  R e g u l a t i o n  Z i s s u e d  p u r s u a n t  t h e r e t o  by  t h e  
Board of G o v e r n o r s  o f  t h e  Federa l  R e s e r v e  S y s t e m . "  The 
p e r t i n e n t  p a r t  of R e g u l a t i o n  Z ,  12 C . F . R .  S 2 2 6 . 4 ( a ) ,  
s t a t e s  t h a t  t h e  amoun t  of t h e  f i n a n c e  c h a r g e  is 
d e t e r m i n e d  a s  t h e  sum of a l l  c h a r g e s  p a y a b l e  d i r e c t l y  o r  
i n d i r e c t l y  to t h e  c red i tor  by t h e  c u s t o m e r  a s  a n  
i n c i d e n t  t o  or a s  a c o n d i t i o n  o f  t h e  e x t e n s i o n  o f  
c r e d i t .  I n c l u d e d  a r e  s e r v i c e ,  t r a n s a c t i o n ,  a c t i v i t y ,  
a n d  c a r r y i n g  cha rges ,  a n d  l o a n  f e e s ,  p o i n t s ,  f i n d e r ' s  
fees,  a n d  s imilar  c h a r g e s .  

I n  i n t e r p r e t i n g  R e g u l a t i o n  2, t h i s  O f f i c e  h a s  
s t a t e d  t h a t  a f i n a n c e  cha rge  is d e f i n e d  so as  t o  d i s -  
t i n g u i s h  b e t w e e n  c h a r g e s  imposed  a s  p a r t  o f  t h e  cost  o f  
o b t a i n i n g  c r e d i t  a n d  c h a r g e s  imposed  f o r  s e r v i c e s  r e n d -  
ered i n  c o n n e c t i o n  w i t h  a purchase o r  s a l e ,  r e g a r d l e s s  
o f  w h e t h e r  c r e d i t  is s o u g h t  or o b t a i n e d .  O n l y  t h e  l a t -  
ter  may be r e i m b u r s e d  u n d e r  t h e  g o v e r n i n g  law,  5 U.S.C. 
S 5 7 2 4 a ( a ) ( 4 ) ,  a n d  t h e  a f o r e m e n t i o n e d  i m p l e m e n t i n g  
r e g u l a t i o n ,  FTR p a r a g r a p h  2-6.2d.  A c c o r d i n g l y ,  we h a v e  
h e l d  t h a t  t h e r e  may b e  n o  r e i m b u r s e m e n t  of a l u m p - s u m  
l o a n  f e e .  However ,  if t h e  lump-sum f e e  i n c l u d e s  
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s p e c i f i c  charges  w h i c h  would  otherwise b e  re imbursable ,  
t h e r e  m u s t  be a spec i f i c  l i s t  of t h e  s e r v i c e s  a n d  a n  
a l l o c a t i o n  of t h e  c h a r g e s , t h a t  comprise t h e  lump-sum 
a m o u n t ,  and o n l y  t hose  items t h a t  a re  s p e c i f i c a l l y  
e x c l u d e d  from t h e  d e f i n i t i o n  of a f i n a n c e  c h a r g e  by  
1 2  C.F.R. S 2 2 6 . 4 ( e )  ( 1 9 8 1 ) ,  may be r e i m b u r s e d .  Matter 
o f  T a y l o r ,  60 Comp. Gen. 531 ( 1 9 8 1 ) ;  Matter o f  V r a n a ,  
B-189639,  March 2 4 ,  1978 .  

W e  a r e  u n p e r s u a d e d  by  t h e  c e r t i f y i n g  o f f i c e r ' s  
a r g u m e n t  t h a t  t h e  r e a l  e s t a t e  e x p e n s e s  claimed by 
M r .  Thomas a r e  w i t h i n  t h e  t o t a l  amoun t  p e r m i t t e d  u n d e r  
p a r a g r a p h  2 - 6 . 2 9 ( 2 )  o f  t h e  FTR (September 1 9 8 1 ) .  T h i s  
subparagraph m e r e l y  p r e s c r i b e s - a  l i m i t a t i o n  o n  t h e  
amount  t h a t  may be r e i m b u r s e d  i n  c o n n e c t i o n  w i t h  t h e  
p u r c h a s e  of a r e s i d e n c e .  W i t h i n  t h a t  maximum, r e a l  
e s t a t e  purchase e x p e n s e s  may b e  r e i m b u r s e d  o n l y  i n s o f a r  
a s  t h e y  meet t h e  r e q u i r e m e n t s  o f  t h e  otherwise a p p l i -  
cab le  FTR p r o v i s i o n s .  I n  t h i s  case t w o  of t h o s e  
r e q u i r e m e n t s  a r e  t h a t  t h e  e x p e n s e  n o t  be a p a r t  o f  t h e  
f i n a n c e  c h a r g e  a n d  t h a t  i t  n o t  e x c e e d  a m o u n t s  custom- 
a r i l y  pa id  i n  t h e  l o c a l i t y  o f  t h e  r e s i d e n c e .  FTR 
paragraph 2-6.2d.  

W e  a lso a re  u n a b l e  t o  agree w i t h  t h e  c e r t i f y i n g  
o f f i c e r ' s  s t a t e m e n t  t h a t  a l l  o f  t h e  items l i s t e d  b y  
M r .  Thomas '  l e n d e r  a re  r e i m b u r s a b l e  o r  w i t h  t h e  s u g g e s -  
t i o n  t h a t  t h e  s t a t e m e n t s  from t h e  t w o  s a v i n g s  a n d  l o a n  
c o m p a n i e s  e s t a b l i s h  t h a t  f e e s  c h a r g e d  by  M r .  Thomas '  
l e n d e r  were r e a s o n a b l e ,  c u s t o m a r y ,  a n d  otherwise pay-  
a b l e .  W h i l e  a p p r a i s a l ,  c r e d i t  report  a n d  t i t l e  e x a m i n a -  
t i o n  f e e s  a re  e x c l u d e d  f r o m  t h e  f i n a n c e  c h a r g e  b y  
12 C.F.R. 5 2 2 6 . 4 ( e ) ( l ) ,  ( 5 )  a n d  ( 6 ) ,  o v e r h e a d  a n d  
g e n e r a l  a d m i n i s t r a t i v e  cos t s  a re  n o t  e x c l u d e d  a n d ,  
t h e r e f o r e ,  c a n n o t  be r e i m b u r s e d  u n d e r  FTR, p a r a g r a p h  
2-6.2d. Matter of T a y l o r ,  supra.  M o r e o v e r ,  t h e  
s t a t e m e n t s  f rom t h e  t w o  s a v i n g s  a n d  l o a n  c o m p a n i e s  wou ld  
s u g g e s t  t h a t  n o n r e i m b u r s a b l e  " g e n e r a l  a d m i n i s t r 3 t i o n  
costs" a c c o u n t  f o r  a major p o r t i o n  o f  t h e  $ 1 , 0 5 0  charged  
by M r .  Thomas' l e n d e r .  As n o t e d  a b o v e ,  t h e  two 
c o m p a n i e s  i n d i c a t e d  t h a t  a p p r a i s a l ,  c r e d i t  r epor t  a n d  
t i t l e  e x a m i n a t i o n  cos t s  c o n s t i t u t e  l e s s  t h a n  20 p e r c e n t  
of t h e i r  o v e r a l l  fees. I n  t h e  a b s e n c e  of a b r e a k d o w n  of 
the a m o u n t s  M r .  T h o m a s '  l e n d e r  c h a r g e d  f o r  each item 
e x c l u d e d  f r o m  t h e  f i n a n c e  c h a r g e ,  t h e r e  is n o  bas i s  t o  
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determine whether the expense of any particular item was 
customary and allowable. Matter of Pierson, !3-209691, 
May 9 ,  1983. 

Mr. Thomas states that loan origination fees and 
similar charges are now allowed by paragraph 2-6.2d(1) 
of the FTR unless specifically prohibited under para- 
graph 2-6.2d(2). However, this revision to the FTR 
applies to transfers effective on or after October 1 ,  
1982. See GSA Bulletin FPMR A - 4 0 ,  Supplement 4 ,  
August 23, 1982. Mr. Thomas transferred in Septem- 
ber 1980. At that tine, reimbursement of a loan 
origination fee was nor; allowed. 

We note that the house Mr. Thomas purchased at his 
new duty station was situated on 50 acres and that the 
purchase included a second dwelling, described by the 
employee as a "small guest house." The last sentence of 
paragraph 2-6.lf of the FTR provides for proration of 
real estate expenses so as to limit reimbursement to the 
portion of land reasonably related to the residence 
site. The employing agency determified there was no need! 
to apportion real estate expenses since the second 
dwelling could not be restored to a liveable condition 
and had no appraised value. This determination reflects 
a misinterpretation of paragraph 2-6.lf which requires 
proration even in the case of a single dwelling if an 
employee purchases land in excess of that which reason- 
ably relates to the residence site. The purchase of a 
50-acre parcel generally requires proration of real 
estate expenses. See our guidelines €or prorating in 
Matter of Courtney, 5 4  Comp. Gen. 597 (1975). 

Accordingly, we find no basis to reimburse 
Mr. Thomas for any portion of either of the loan fees 
claimed, and real estate purchase expenses he has other- 
wise been reimbursed should be reexamined by the certi- 
fying officer for compliance with the proration 
requirements of FTR paragraph 1-6.lf. 

5cp/ 
0 of the United States 
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