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- - j  R e l o c a t i o n  E x p e n s e s  //cc”;oan M A ~ ~ R  OF: E. L o u i s  Fry 
O r i g i n a t i o n  Fee and  VA F u n d i n g  Fee-/ 

OiOtST: 

Employee who was t r a n s f e r r e d  e f f e c t i v e  
December 2 0 ,  1981,  i n c u r r e d  l o a n  o r i g i n a -  
t i o n  a n d  VA f u n d i n g  fees i n c i d e n t  t o  p u r -  
chase o f  home a t  new d u t y  s t a t i o n .  His 
l o a n  o r i g i n a t i o n  and  VA f u n d i n g  f e e s  are  
f i n a n c e  charges u n d e r  15 U.S.C. S 1 6 0 5 ( a )  
and  u n d e r  R e g u l a t i o n  2 ( 1 2  C.F.R. 226 .4 )  
and  are n o t  r e i m b u r s a b l e  u n d e r  para. 2-6.2d 
o f  t h e  Federal  T r a v e l  R e g u l a t i o n s ,  FPMR 
101-7 (September 1981)  (FTR)  i n  e f f e c t  a t  
t h e  t i m e  of t h e  t r a n s f e r .  The 1982 amend- 
ment  t o  FTR p a r a g r a p h  2-6.2d a l l o w i n g  reim- 
b u r s e m e n t  of a l o a n  o r i g i n a t i o n  fee is 
app l i cab le  o n l y  f o r  employees whose effec- 
t i v e  d a t e  of t r a n s f e r  i s  o n  o r  a f t e r  
October 1 ,  1982.  S i n c e  t h e  e m p l o y e e ’ s  
t r a n s f e r  took place p r i o r  t o  t h a t  da t e ,  t h e  
amendment is n o t  appl icable  t o  him.  

# T h i s  d e c i s i o n  is i n  r e s p o n s e  t o  a r e q u e s t  f o r  a n  
a d v a n c e  d e c i s i o n  s u b m i t t e d  by  M r .  Richard P. G r i f f i t h ,  
C h i e f ,  D i v i s i o n  of F i n a n c i a l  Management,  O f f i c e  o f  S u r f a c e  
M i n i n g ,  D e p a r t m e n t  of the I n t e r i o r ,  D e n v e r ,  Colorado, con- 
c e r n i n g  t h e  p r o p r i e t y  of r e i m b u r s i n g  Mr. E. L o u i s  Fry f o r  
a l o a n  o r i g i n a t i o n  f e e  a n d  a V e t e r a n s  A d m i n i s t r a t i o n  ( V A )  
f u n d i n g  fee i n  c o n n e c t i o n  w i t h  h i s  p e r m a n e n t  c h a n g e  o f  
s t a t i o n .  For t h e  r e a s o n s  se t  f o r t h  below, Mr. Fry may n o t  
be r e i m b u r s e d  f o r  e i t he r  t h e  l o a n  o r i g i n a t i o n  f e e  o r  t h e  
VA f u n d i n g  fee. 

The  l o a n  o r i g i n a t i o n  fee a n d  VA f u n d i n g  f e e  i n  
M r .  F r y ’ s  r e i m b u r s e m e n t  v o u c h e r  were d e n i e d  by t h e  O f f i c e  
of S u r f a c e  M i n i n g  o n  t h e  bas i s  t h a t  t h e y  u e r e  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 ,  T i t l e  I ,  Pub. L. 
90-321, May 29,  1968,  8 2  S t a t .  146 ,  15 U.S.C. SS 1 6 0 5 ( a ) ,  
a n d  R e g u l a t i o n  2 i s s u e d  by t h e  Board o f  G o v e r n o r s  o f  t h e  
Federal R e s e r v e  S y s t e m ,  12  C.F.R. P a r t  226 ( 1 9 8 2 1 ,  and  
t h u s  n o t  re imbursable  u n d e r  t h e  Federal  T r a v e l  Regu la -  
t i o n s ,  FPMR 101-7, para. 2-6.2d ( S e p t e m b e r  1981)  (FTR). 
M r .  F r y  was t r a n s f e r r e d  e f f e c t i v e  December 20 ,  1981. The  
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settlement on his purchase of a home at his new permanent 
duty station took place on January 27, 1983.  

LOAN ORIGINATION FEE 

Reimbursement of relocation expenses is governed by 
the Federal Travel Regulations, FPMR 101-7 (September 
1 9 8 1 )  ( F T R ) .  Paragraph 2-6.2d of the FTR, in effect at 
the time of Mr. Fry's transfer, prohibits reimbursement of 
any item which is found to be a finance charge under Regu- 
lation Z, 12 C.F.R. S 226.4(a) ( 1 9 8 1 ) -  T h e  items compris- 
ing a finance charge are listed in subsection 226.4(a) and 
the items that may be excluded from finance charges in 
real estate transactions are listed in subsection 
226.4(e). The pertinent part of Regulation Z provides: 

"226.4 Determination of finance charge. 

"(a) General rule. Except as other- 
wise provided in this section, the amount 
of the finance charge in connection with 
any transaction shall be determined as the 
sum of all charges payable directly or 
indirectly by the customer and imposed 
directly or indirectly 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 
other person on behalf of the customer to 
the creditor or to a third party including 
any of the following types of charges: 

"1 .  * * * any amount payable under a 
discount or other system of additional 
charges. 

" 2 .  Service, transaction, activity, or 
carrying charge. 

" 3 .  Loan fee, points, finder's fee, OK 
similar charge 

Thus, the relevant part of Regulation 2 ,  quoted 
above, expressly categorizes service charges and loan fees 
as part of the finance charge when they are imposed inci- 
dent to or as a condition of the extension of credit. 
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S i n c e  a l o a n  o r i g i n a t i o n  f e e  g e n e r a l l y  is  a s s e s s e d  o n  a 
p e r c e n t a g e  rate bas i s  f o r  t h e  p u r p o s e  o f  d e f r a y i n g  a l e n d -  
e r ' s  a d m i n i s t r a t i v e  costs, w e  h a v e  s ta ted  t h a t  t h e  f e e  is 
imposed, " i n c i d e n t  to  * * * t h e  e x t e n s i o n  o f  credit ,"  a n d  
t h e r e f o r e  c o n s t i t u t e s  a f i n a n c e  c h a r g e  u n d e r  R e g u l a t i o n  Z, 
See S t a n l e y  Keer, B-203630, March 9 ,  1982.  Thus ,  u n d e r  
t h e  p r o v i s i o n s  of FTR para. 2-6.2d, i n  e f f e c t  a t  t h e  t i m e  
of M r .  F r y ' s  t r a n s f e r ,  r e i m b u r s e m e n t  may n o t  be made f o r  a 
l o a n  o r i g i n a t i o n  fee ,  u n l e s s  t h e  f e e  is b r o k e n  down i n t o  
specific c h a r g e s  w h i c h  are  e x c l u d a b l e  f r o m  t h e  d e f i n i t i o n  
o f  a f i n a n c e  c h a r g e  b y  1 2  C.F.R. S 2 2 6 . 4 ( e ) .  See Keer, 
a b o v e .  

M r .  F r y  n o t e s  t h a t  t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a -  
t i o n  h a s  i s sued  a c h a n g e  t o  FTH p a r a .  2-6.2d to  allow 
r e i m b u r s e m e n t  o f  t h e  l o a n  o r i g i n a t i o n  f e e  i n c u r r e d  when 
b u y i n g  a r e s i d e n c e  a t  t h e  new o f f i c i a l  s t a t i o n .  GSA 
B u l l e t i n  FPMR A-40 ,  S u p p l e m e n t  4 ,  A u g u s t  2 3 ,  1982. 
However,  t h e  r e v i s i o n  is e f f e c t i v e  o n l y  f o r  e m p l o y e e s  
whose e f f e c t i v e  date o f  t r a n s f e r  ( da t e  t h e  e m p l o y e e  
reports f o r  d u t y  a t  t h e  new o f f i c i a l  s t a t i o n )  is o n  or 
a f t e r  October 1 ,  1982.  U n f o r t u n a t e l y , " a s  noted a b o v e ,  
Mr. F r y ' s  e f f e c t i v e  da te  of t r a n s f e r  was December 20, 
1981.  T h e r e f o r e ,  t h e  r e v i s i o n  t o  t h e  FTRs allowing t h e  
r e i m b u r s e m e n t  of l o a n  o r i g i n a t i o n  f e e s  is  n o t  appl icable  
t o  M r ,  F r y .  

VA FUNDING FEE 

S e c t i o n  1829 o f  T i t l e  3 8 ,  U n i t e d  S t a t e s  Code, added  
by t h e  Omnibus B u d g e t  R e c o n c i l i a t i o n  A c t  o f  1982 ,  P u b l i c  
Law 97-253, 96  S t a t .  805  ( 1 9 8 2 ) ,  p r o v i d e s  t h a t  a " l o a n  
f e e "  i n  t h e  amount  o f  o n e - h a l f  o f  1 p e r c e n t  o f  a h o u s i n g  
l o a n  made, g u a r a n t e e d ,  o r  i n s u r e d  by t h e  VA m u s t  be col- 
lected from t h e  v e t e r a n  p u r c h a s e r  a n d  remitted to  t h e  
Adminis t ra tor  o f  t h e  VA a s  a c o n d i t i o n  p r e c e d e n t  to t h e  VA 
mak ing ,  g u a r a n t e e i n g ,  o r  i n s u r i n g  a l o a n .  The  f e e  is a 
u s e r  c h a r g e  w h i c h  is d e p o s i t e d  i n t o  t h e  U.S.  T r e a s u r y  as 
m i s c e l l a n e o u s  receipts. 

The  " l o a n  f e e "  or " f u n d i n g  f e e "  is n o t  t h e  same a s  
t h e  VA f e e  f o r  l o a n  a p p l i c a t i o n .  I t  is imposed  i n  a d d i -  
t i on  t o  a l o a n  o r i g i n a t i o n  f e e ,  wh ich  i s  a f e e  p a y a b l e  by 
t h e  borrower t o  t h e  l e n d i n g  i n s t i t u t i o n  a n d  is l i m i t e d  by 
t h e  VA t o  a n  amount n o t  t o  e x c e e d  1 p e r c e n t  o f  t h e  amount  
of t h e  l o a n .  38 C.F.R. 5 3 6 . 4 3 1 2 ( d ) ( 2 )  ( 1 9 8 2 ) .  The l o a n  
o r i g i n a t i o n  f e e  c o m p e n s a t e s  t h e  l e n d e r  f o r  e x p e n s e s  
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i n c u r r e d  i n  o r i g i n a t i n g  t h e  l o a n ,  p r e p a r i n g  d o c u m e n t s ,  a n d  
r e l a t e d  work. 

W e  h e l d  t h a t  a p r io r  VA f u n d i n g  f e e  imposed by  t h e  
V e t e r a n s '  R e a d j u s t m e n t  B e n e f i t s  A c t  o f  1966 ,  38 U.S.C. 
s 1 8 1 8 ( d )  (repealed i n  19701 ,  was n o t  r e i m b u r s a b l e  u n d e r  
s e c t i o n  4.2d o f  O f f i c e  o f  Management a n d  B u d g e t  C i r c u l a r  
A-56 ( J u n e  1 9 6 9 ) ,  a predecessor to  FTR para. 2-6.2d. 
49 Comp. Gen. 483 ( 1 9 7 0 ) .  S p e c i f i c a l l y ,  we d e t e r m i n e d  
t h a t  t h e  p r io r  f u n d i n g  fee  c o n s t i t u t e d  a f i n a n c e  c h a r g e  
s i n c e ,  l i k e  t h e  c u r r e n t  f u n d i n g  f e e ,  i t  is paid by t h e  
v e t e r a n  p u r c h a s e r  i n c i d e n t  to  a n d  as a c o n d i t i o n  p r e c e d e n t  
t o  h i s  o b t a i n i n g  from t h e  creditor a l o a n  t h a t  is g u a r a n -  
t e e d  b y  t h e  VA. F u r t h e r ,  t h e  fee was n o t  s p e c i f i c a l l y  
e x c l u d e d  f r o m  t h e  d e f i n i t i o n  o f  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 ) .  

The  c u r r e n t  VA f u n d i n g  f e e  imposed  b y  t h e  Omnibus 
B u d g e t  R e c o n c i l i a t i o n  A c t  o f  1982 is s u b s t a n t i a l l y  s imilar  
to t h e  p r i o r  f u n d i n g  f e e  d i s c u s s e d  i n  49 Comp. Gen. 483 ,  
aDove. I n  V e t e r a n s  A d m i n i s t r a t i o n ,  B-209945, J u n e  9 ,  
1983 ,  6 2  Comp. Gen. 4 5 6 ,  w e  f o u n d  t h a t  t h e  c u r r e n t  f e e  is 
a l so  n o t  e x c l u d e d  f r o m  t h e  d e f i n i t i o n  o f  a f i n a n c e  c h a r g e  
by  t h e  c u r r e n t  p r o v i s i o n s  o f  12  C.F.R. S 2 2 6 . 4 f e ) .  Based 
o n  t h e  r a t i o n a l e  s t a t ed  i n  our ea r l i e r  d e c i s i o n ,  w e  con-  
c l u d e d  t h a t  t h e  VA f u n d i n g  fee  c o n s t i t u t e s  a f i n a n c e  
charge w i t h i n  t h e  mean ing  o f  R e g u l a t i o n  Z ,  s i n c e  i t  would  
o n l y  be imposed  i n  c o n n e c t i o n  w i t h  t h e  e x t e n s i o n  of 
c r ed i t ,  as  opposed to a charge  imposed f o r  s e r v i c e s  
r e n d e r e d  w i t h o u t  regard t o  w h e t h e r  c red i t  is s o u g h t  or 
o b t a i n e d .  S e e  D o n a l d  W. E s p e l a n d ,  8 -186583 ,  March 30,  
1978 .  T h e r e f o r e ,  r e i m b u r s e m e n t  o f  t h e  c u r r e n t  VA f u n d i n g  
f e e  is p r o h i b i t e d  by  FTR para.  2-6.2d, r e g a r d l e s s  of 
w h e t h e r  t h e  f e e  may b e  c o n s i d e r e d  s i m i l a r  to  a l o a n  o r i g i -  
n a t i o n  f e e  o r  a n y  o f  t h e  o t h e r  e x p e n s e s  a u t h o r i z e d  b y  FTR 
para. 2 - 6 . 2 d ( l ) .  

A c c o r d i n g l y ,  w e  h o l d  t h a t  b o t h  t h e  l o a n  o r i g i n a t i o n  
fee a n d  t h e  VA f u n d i n g  f e e  p a i d  by M r .  F r y  c o n s t i t u t e  
n o n r e i m b u r s a b l e  items of r ea l  e s t a t e  e x p e n s e s .  

Comptroller e n  r a l  1 o f  t h e  U n i t e d  S t a t e s  
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