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IX.

Nrqanization Concerne”. nDepartaent of the Air Pcrce: Cannon lr!.'
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Authority: =12 C.P.R. 226. F.T.R. (PP AR 101-7). B-189639 (1978).

An advance decizion was reguested conco:ning a
transferred employee’s entitlement to reialurseaent Zor a ioan
originatioa fee which he paid in contection with purchase of a
hone at bis new duty station. Reimbursesent was prohitited siace
a portion of the fee described by the bank as administiztine
expenses and the balance which it describsd as a cossitaert foe
were finance charges nnder the applicable regulation and wers,
therefo:=, not reimbursable. (HTEN)




'l

THE COMPTRDLLER OENERAL
‘ A ~

DECISION OF THE UNITED BTATES
WABHINGTON, D.C, 203 a8
143’&’
FILE: B-191040 DATE: November 29, 1978

MATTER OF: Richard W. Jones - Commitment Fee

DIGEST: A tranaferred employee paid a lump-sum loan
origination fee of §525 that was described
by the bank as $350 to cover administrative
expenses and $175 as a comr.itment fee tu
reserve the funds for the I'3an. Both portions
of the fee are finance charges under Regula-
tioa £ and are not reimbureable. There can
be reimbursement only when the charges are
itemized and excludible from the definition
of finance charge. The commiiment fee is
clearly required as an incident to the exten-
sion. of credit, and, as such, 1s part c¢f the
Tinarnce charge.

Thie action is in response to a requast for an advance decision
submnitted by the Accounting and Finauce Officer, Healquarters 27th
Tactical Fighter Wing (TAC), Cannon'Air Force Base, New Mexico, con-
cerning the authority for reimburaing Mr. Richard W. Jones for a
loan origination fee incurred incident to his purchase of a reside .ce
at his new ducy station.

Mr. Yones reported to his naw duty station at Cannon Air Force
Bage on July 23, 1973, and settled on his new resideace on .ugust 23,
1973. At that time he paid a loan origination fee of $525. The
nature of this fee was explained in a letter daired May 29, 1974,
from Mr. Larry J. Fechter, Agsistant Vice President of the Citizens
Bank of Clovis. The letter stated that:

"0f the Five Hundred Twerty Five Dollars
collected, One Hundred Seventy Five Dollars of
that was used for a commitment fee to set aside
the funds for your loan at'the agreed interest
rate. .- The other Three Hundred Fifty Dollars is
used to cover our time and effort axpended in
gathering the necessary documentation to qualify
the loan to meet normal Banking stanlards. This
could be congidered administrative expense,"
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The entire $525 was reiwmbursed, &nd "the quastion now i8 whether
or not Mr. Jones should be required tc repay all or any part of
that amount.

Reimbursement of relocation expenses is governed by the
Federal Travel Regulations, FPMR 101-7 (May 1973) (FTR)., Para-
graph 2~6.2d of those reguletions prohibits reimbursement of any
item which is found to be a finance charge under Regulation Z,

In determining whether or not an item is part of a finance charga,
the reviewing officials must erxamine it in light of Regulation Z
(12 C.F.R. § 226.4 (1978)) and our decisiona. The items comprising
a finance charge are listed in subsection 226,4(a) and the items
that may be excluded in real estate transactions are listed in
subsection 226.4(e).

We have hald that there may be no réimbursement of a lump-gum

loan originaticn fee. However, if the lump-sum Zee 4ncludes
specific charges which would otherwise be for allowance there must
be a specific 1ist of the @ervices or charges that comprise the
lump-sum amount, and only those items that are specifically
excluded from the definition of a finance charge by 12 C.F.R. _
§ 226,4(e) (1978), may be reimbursed. Matter of Anthony J. Vrana,
B-189639, March 24, 1978. In the instant case, the bank's state-
ment regarding $350 of the total charge, descrites it as covering
administvative expenses. Such a nonspecific statement is insuffi-
cient to justify payment and there may be no reimbursement of that
amount. '

Regarding the balance of $175, we have not discovered a case
dealing with a charge called a commitment fee, and that term is
not usei in Regulation Z. However, the general definition in
12 C.F.R. § 226.4(a) states that a finance charge includes:

"k % % the sum of all charges, pajable 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 * ® &1

The bank states that the commitment fee was the cost of setting
aside the funds for Mr. Jones' loan at the agreed intervest rate,
In the circumstances it 18 clear that the commitment fee was a

.'T\‘
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charge that was incident to the exteasion of credt and must bhe
considered to be part of the finrnce nharge.

Accordingly, the entire $525 should be collected from
Mx., Jones,

/\77 17t

Deputy Comptroller General
of the United States





