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Real Estate Expeises: Mortgage Executed after Settlemant,
B-188716, Jujy &, 1977. 5 pp.

Decision re: Jawes T, Kideoutte; by Robert P, Keller, Dzputy

Coaptroller General,

Issue Area: Personnel Maragement and Cumpznsation: Compensation

(305) .
Contact: Offirc of the General Ccunsel: Transportation Law,
Budget Function: General Governnelt: Central Personnel

Management (805).

Organizaticn Concerned: Internal Revenue Service,
Authority: F.T.R. (FPPMR 101-7), para., 2~6.1, 2-6,2, 55 Coap.

Ger. 679, B-184703 (1976). B-18657Y (1676).

Florence M. Oakley, Authorized certifying Officer of
the #id-atlantic Region of thke Internal Revenue 3ervice (IRS),
requested an advance Qecision with regard to tke claim of an IRS
enployee for expenses incurred in the purchase of a residence
inzident to a transfer of official duty station, The employee,
vbo obtained a personal :oan iln order to purchase a nevw
rasidence pending recaipt of proceeds fror the sale of his
former residence and who executed a first mortgage against the
nev residence following receipt of the money frou the sale,
couli be reimbursed expenses in connection with the nortgage

transaction. (Author/sQ)
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THECOMPTROLLER GENSRAAL
OF THE UNITED BTATES

WASBHINGTON, D.C. 2083 a8

pate: JUL 6 w17

FILE: -

.. B18871. ' .
\ R OF:
MATTE F Jamrs T. Kidsoutte ~ Real estnie expenses -
Horigage exescuted after settlo:ent
DIGEST: - .
. Zmployes who tbtained a personal iuterim 4

finsmcing loan ia order to purchase a uew
residenca peudiag rec:ipt of the proceeds "
fzom the sala of hie ‘crmer residence and

vho, three nonths larcy after receiving

those proceeds, provii.:! for persaneat

financing by exacutin o first worczage

againet the nevly purci:csed residence, may

be rveimburssd expenses in comnection with that
mortgeze traussetion as {f the rortgape had

beea exezutad ginvlitsnsously with the earlier
transfear of titls in ths rszidenca to tha

ePloyae.

Where sattlerent for purchase of property and
executicn of mcrtgege on that property three
wmths laterr are to de trestad as having

occurred sicwultanecusly for purposes of real
satate erponsa reivbursesent, employes may be
reinbursed saparntely incurtad expenses for.
mortgage and owner's title insuorance to the extent
the total uagun: doas not aexcead the all-inclusive
fes for both purchased at the saw time, in viev
of the requiremant of Peannaylvania law that one
vho obtains morezage title insurance obtafn ownar's

coveragc as wall.

Thie action is in rcsponsa to a raqiest for an advance
decisfion dated August 27, 1075, from Florence M. Oskley, an
anthnrized ecertifying of:icey, Department of the Treasury, Iatir-
val Revenue Service, lMid-/tlantic Pepfion, and concerns the claim
of -JTanes T. Rideoutte, =i employee of the latornal Ravunue Service,
for expensas iacurred in the purcihsse of hiy residence upon trans-
fer of offictal duty station {ron Des Moiues, lowsa, to Fhiladel-

phia, Pennsylvania.
On Joouary 19, 1075, Mr. Ridecutte eaterel fnto a comtract

to sall his Dem Moines residence with a atipulatincn that elosing
oceur o9 or dbifore Yabruary 13, 1975, The followin: ('av he
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ox4guted a coutract to purchase a mew home, vith setiilgnent te

b s or hefore February 26, 1975, Ssttlez:zat om the ssle

transactiom was in fact held Friday, February 4, 1973, and )
settlevent on Che purchsse traasecticn wie beld on "wesday, D
Tebruary 19, 3573, The purchase astilinent was a cash trsns-

action, Mr. Eideoutte has exploinad that becausa of the shoxt

. pexriod of zime batwoen the datsa sat by tha respective contracts
. fox settlenant of rhe sale sud purchaage transactions, he obtainad

a short teru loau to facilitate his purchase of the uevw residence
pending his receipt of the proceeds from the szls Tsasaction,

Va upderstand thac this was a personal loan and that it wvas neot
sscurad by his assigoment of any interwst fa the residence
purchaced, .

Ou May 11, 1975, ¥Vr, Rideoutte obtained percsngat financing
for the purchise of his new remidence by exscutiug 4 worcgage
against that property for $15,000. Prasumably, the proceeds from
that mortzsge snd from the sale of his Des Foioaw residence wars
used to satiufy hie colignation with reaspect to the personsl loan
ba had errlier obtaiaed,

Tha csrtifyine 27figer hae raised £ quostion aonecruing
paymant of expenses associated with the settlienent of the nortrage
transaction inasauch o8 ths wmortzage ves Aot executed sinuitan~-
ounly with tha ‘ransfer of titla to tha empluyes’s new rsoicenca.
Noting that wifh tha exceprion of tha $94 fee for titls fasurance,
the mortiage traasaction expenses incurred oo May 13 de not
gppaar to duplicare those ifncurved iu comacction wizh tha
Tebruary 13 gottlcument, the cartifying offf{car asks whether those
expenses axy he raiabursed,

The racord iandicatex that !Mx. Rideoutta has beaen reircbursed
tha folloving rerl estetas trensaczion expensas incurxted ia
connaction with the Fobruary 18, 1975, settlementt

Title Ceaprny charzes L ST 1)
Praparation of conveyance 20
instrurent

Recording feas 11
Notary fees . S
Ps. transfer tax _ 520

Toral 81,101
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- Twe ;pocifte expenses incurred tncidemt to nr. Ricdeoutea's
) Cl.cutton of a lortgaso va that proptrly on Yay 13 are 38 follown)

Title luaurau:c . 894,00

Appradssi fos and credit 93.00 7y
v.pore ' .
Yee for endorsemsmt of 6.75

existing bownmdarias (in
lieu of survey)

Yea for recurding wortgage $.00

Notary fee 10.00
Total i $212.73

In 35 Coxp. Gen. 672 (1976), wva considered the case of sn
evployes vho obtained interim financfog by meaur of vhat was
understood to be 8 personal loan to purchase & no «_ ‘deiive

pending recaipt of thua proceeds from the asla ¢ '~ . Tmer
vasidence, ZThe eaployss claica! expenses, inclu 'n; ! iterest,
associatred vith that short term loin., DBecouse L. ' 3 was Dot

secured by the property being purchased, dy xeans - ither a
rortgage or deed of trust, wve hald that undar. npplicabl- regule-
tlors the oxponses claoized could not be reicbursed. Coupare
B-184703, April 30, 1976, whe-e inrerim finsnciuz w.3 decured by
ssalgnreat of the exployes'’s intersst iu the property being
purchased sad vas, io effect, s second nortgage against thsat

9!’070!‘:)‘.

Mr. Rideoutts does ot in fart claim expenser associzted
with the personal losn he obtainad im order to finance the purchase
of his rcadlance, Tha expuuses he clairs 2re those associzted
vith the placing of a first mortesge againat ths property
purchasad. In thia regard, parajrephs 2-6.1 znd 2~0.2 of tha
Fedgral Travel Regulations, (¥PHR 101-7, May 1973} are controllinz.
Speoifically, subperasrsph 2-6.2b provides for rveimburne=ant of
tha coat ¢f an appraisal; subparasrach 2- 6.2¢ provides for
reinbursenont of fhe coat of preparing crodit reports; and
subpatapgraph 2~6.7qd provides for reoizbursenent of tha cost of a
mortiege title finsurcnce policy. MNotaxy and recording feace and
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" faee in 1iau of survey would be reimburssbiv to the sxteat they

do not excesd the anmmt cnatomarily paid in the localiry, if
sustowarily pald by the purchacer of a r.-tdonco in sctcordancs
with FTR, subnaragraph I-6.2d.

Ve f£ind notking 4n tha npplienhln ragulations to prnciudo
peymenit of the expenses clatnld by Mr. Rtdecutts, sven thouzh

‘they wers {ncurre!l I3 connccrion with a cortgage that was not

sxecuted contesporaneousiy with the tranafer of title ia the
proparty to the ssployse. Paragrapb 1-6.1 of the JTR would
appear to rsquire only that the nortgase trsmsscetion expenses ba
requivad go be paid by the atployss ia conuection with his
purciase of ons Jwelling st nls nevw off{cial station and chat
those expennes ba facurred withisn the time period established by
subparazrazh 2-6.la, Yo sxplsnation has desn provided as to vhy
Me. Ridacurte did not nejotiace the personal loan for 415,000
less and place & mortzage on: the proparty at the Februsry 18
sattlcrent dste. lowevar, where he placed a f{irat uvottgaga oa
the projerty thirae nouaths later, within legs than one yeor of

kis tronnfar date, thors is no question that the vortiags
trsnsactica was fa connesicfon with the pursghase of that residencs.
Therefors, the ec=ployss =y be rveinhorsed sxpersus associated
with that nmertpaze tranaaction 2o tha sans excent thnse expsunss
wvould be reinbursable 1f the mortsase ha! been zonsucmated
sfrultanecualy vith the tranzfer of titlsa to tha property om
Yebruary 13, Whila the zejzulations ave written cat the assuaption
that any nortgage placed against the new rasidence vill be
exacutad sizultatecusly with 128 purchass, vs find nothing te
orecaude reizbursement of expeuses associated with a firvet
vortaaze exacutad tuevan{ter vhere it is clear that the mortrspe
is exwcuted iz ecnnection with the purchase of that sawa property
and not for socs unzelated punrposs.

In raviewing the zecoxd 1n this case, we note that

" Mr, Pideoutte hes been veinbursed §445 fa "Title Company charges®

in coucection with the Fetrusry 18 settlercmt, Since thure wes
6 tortgases involved fn chat settlencnt transaction, tliose
charges varse cleariy not for a mortaace titla volicy, dut vare
prasu=ably for an oeer's titls poliey vhich is not generally a
reinhursabla iteca of exponss in view of the folloving language
of FIR, paragraph 2-6,24:

T

—



-

138716 s

“d. Miscellcneouw expetses. @ & * The
-. ,ecst of a mortgaze titla policy daidd for by

tha saployes on a resideuca purchased iy kim
is reisbursalile dut coeis of othar t oo of ;
insurance patd for by nim, such sa &3 owner's
title policy, a "record citle' policy, 3
movtpage inaursnce, an:! insurance against “
dazage vr loes ol pro; 1:ty, ara not reimbures-
bls L{tesw of axpenne.’ .

Bowever, uadur Psonaylvanis lav, one whe ottains a worigsie
tirle policy vpou purchasing a h:-c¢ in that state must obtain
owoer's coveraga as well. Thus, (n B-126579, October 28, 1976,
we held thet the purchaser of a Pennsylvania rasidcnce could ba
teimbursed an all-inclusive title insurasnca fee for a’'vollcy
providing both mortgaze and ownsr's title fasurance. In accord-
snce vith our abovs holding that Mr. Rideoutte rsy be retmbursed
axpencses sssociated with the liay 13 zort;isze transaction as 1f
it had occvited sirultancously with the February 158 purchase
sattlenent, he asy te reinbursed expeuses for titls Insuraace
that Jo noi exceed those which he would have been required to pay
to chtain & mortgage title policy had he not {irst purchasad an
owaer's titla policy, Ve assune that this gmount would b
sonathing less than the 3539 (5443 + $94) axount ha paid to
purchase tha tvo policies scparately. .

RF¥.KELLER
PYoputy Comperollar Cenaral
Foevs of the Unicad 3tetes





