2016 AMCOM REAL ESTATE TRANSACTIONS GUIDE
Updated Mar 2016
The purpose of this guide is to assist an AMCOM civilian employee who makes a Permanent Change of Duty Station (PCS) move to the Madison County, Alabama, area with filing a claim or request for payment for the closing costs in a residential real estate transaction. (AMC and SMDC handle their own civilian employees’ claims.)
The POC for Real Estate Transactions is Timothy Chism, Claims Officer, AMCOM Legal Office, 256-842-2072 or timothy.k.chism.civ@mail.mil.
Enclosed you will find information on:

· The documents required to be included in the real estate transactions that are reviewed/approved by the AMCOM Legal Office;

· The procedures for filing your real estate claim; 

· A list of expenses that may be reimbursable to the seller/purchaser in the Madison County, Alabama, area;

· A comparison of settlement/closing statement terminology to the terminology used on the DD Form 1705;

· Detailed explanations for completing and reviewing the DD Form 1705;

· A brief accounting of some common errors; and,

· Helpful hints
GENERAL INFORMATION1. DO NOT incur real estate or other PCS related expenses (to include entering into a contract for services) prior to receipt of documented PCS orders. Other written or verbal notification of PCS move is not sufficient. Failure to wait until receipt of documented orders will result in nonpayment of your claim.



2.  If you have questions concerning the completion of the real estate packet, contact AMCOM Legal for a telephonic/in-person appointment.  Assistance is available for the preparation of your claim.
3.  Not all expenses incurred in the sale/purchase of a residence are reimbursable.  Additional information is provided within this guide.

4.  You cannot file a real estate reimbursement claim for the sale/purchase of a residence until after closing and you have actually incurred the expenses.  The Joint Travel Regulation (JTR) does not authorize an advance of payment on real estate expenses.
5.  It is not necessary to wait until you have accomplished both your sale and purchase in order to file a claim. Even though the DD Form 1705 provides both a column for sales expenses claimed at your old address and a column for purchase expenses claimed at the new duty station, best practice is to separate the expenses and submit two claims.  Separating the claims allows you to be paid on one claim while still awaiting administrative processing on the other.
6.  You must settle your sale/purchase within one year of the transfer date to your new duty station unless you request another year extension before the expiration of the one year period.  There are limited exceptions for extensions requested late.  In no case can the extension exceed two years from your report date.  See JTR §5908-C.
7.  PCS move travel claims other than the real estate claims for the sale or purchase of property are not routed through the AMCOM Legal Office.  Any unexpired lease expense claim or a HMIP claim is routed directly to DFAS for review and payment.
8.  If you are authorized to use the Defense National Relocation Program and choose to do so for the sale of your home, you may not file a real estate claim for any costs associated with the sale of your home.  However, you still may file a claim for the purchase of a home in the location of your new duty station.
9.  If you are authorized real estate expenses AND unexpired lease expenses, you may request reimbursement for an unexpired lease OR real estate expenses for the sale of your previous residence, but not both.  You still may file a claim for the purchase of a home in the location of your new duty station.
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SECTION A. PROCEDURES.
1.  Assembling and Completing Your Claim Documents.  The following documents are required when submitting your claim for reimbursement of real estate expenses:

· DD Form 1351-2: Travel Voucher or Sub-Voucher

· Make sure that you have the latest version of this form (OCT 2011), located at http://www.dtic.mil/whs/directives/infomgt/forms/eforms/dd 1351-2. pdf.

· The date in block 18a is your closing date. In block 18b, specify either “Real Estate Claim –Sale” or “Real Estate Claim – Purchase.” List the total amount claimed in block 18c. 

· You must sign in block 20a and date block 20b.

· Normally, your supervisor must complete block 20c through block 20f completely.  Only your immediate supervisor may sign your travel voucher.  Your supervisor is the Reviewing Official not the Approving Official.  Leave block 21a through block 28 completely blank.  

· NOTE: Your signature indicates that the information contained is both true and accurate. Submission of a false or fraudulent claim is a crime punishable under applicable Federal laws and may form the basis of administrative disciplinary action up to and including removal from Federal Service.

· DD Form 1705: Reimbursement for Real Estate Sale and/or Purchase Closing Cost Expenses

· Make sure that you have the latest version of this form (OCT 2002), located at http://www.dtic.mil/whs/directives/infomgt/forms/eforms/dd1705. pdf.

· See Sections B and C for guidance on how to complete Part V of your DD Form 1705.

· After you complete Part I, II, III, and V of your DD Form 1705, sign and date block 16 or block 17, as appropriate, for the type of claim that you are filing.  Only your signature should appear on this form.  Your supervisor does not approve sale or purchase expenses (Blocks 18 & 19) and your supervisor does not approve payment of the claim (Block 20). Leave Part IV – Management Approval Information completely blank.  AMCOM Claims Chief has delegated authority to approve claimed expenses for AMCOM personnel.

· NOTE: Your signature indicates that the information contained is both true and accurate. Submission of a false or fraudulent claim is a crime punishable under applicable Federal laws and may form the basis of administrative disciplinary action up to and including removal from Federal Service.


· DD Form 1705 Worksheet (See Appendix A).

· [bookmark: _GoBack]Completion of the DD Form 1705 is an exercise in matching the reimbursable expenses listed on your Closing Disclosure into the proper categories appearing in the blocks on the second page of the 1705.  This worksheet will help.  Pay careful attention to whether the expenses were paid by the BORROWER, by the SELLER, or by the LENDER.  You may only claim reimbursement for expenses that were charged to your side of the transaction and paid by you.  See Appendix A for the worksheet.

· Note: Struggling through this process will expand your real estate vocabulary. You will learn things you probably never wanted to know.  This guide is intended walk you through this process line-by-line, block-by-block.  Although completion of the DD Form 1705 can be frustrating at times, the monetary rewards may be substantial and worth your time and effort.  DFAS provides an online site http:// www.dfas.mil/civilianemployees/civrelo/realestateandlease.html which discusses Real Estate and Unexpired Lease Allowances, including preparation of the DD Form 1705.

· DD Form 1614: Travel Orders

· Real estate expenses must be specifically authorized on your orders.  Include your initial set of orders as well as all amendments.  Label each amendment accordingly in the top right corner (i.e., Amendment 1, Amendment 2, etc.) on both the first and second page of your orders.

· DD Form 1618: Transportation Agreement

· This form is signed by G-1 as well as the employee.  If Block 21 of your orders is not marked or not filled out to give the date the Transportation Agreement was signed, you will need to furnish a copy of this document.  Make sure that you have the latest version of this form (NOV 1999), located at http://www.dtic.mil/whs/directives/infomgt/forms/ eforms /dd1618. pdf.

· Closing Disclosure From

· Your Closing Disclosure statement itemizes the expenses of the real estate transaction for which you are now claiming reimbursement.  In a sense, it is your “receipt” for your house and will support the majority of your claim.  See Appendix B for a line-by-line explanation of the Closing Disclosure.

· Effective October 3, 2015, the Closing Disclosure replaced the HUD-1 Settlement Statement.  If your home was sold/purchased prior to this date, you may have received the older HUD-1.  




· Truth-In-Lending Disclosure Statement

· This document identifies your annual percentage rate, finance charge, the amount you will finance and the true total payment amount you will have to pay back to your mortgage company.  It will also have columns indicating the number of payments, the monthly amount of these payments and the dates they are due.

· Sales Contract or Purchase Agreement

· This contract or agreement was completed early on in the sale or purchase process.  It is sometimes referred to as “The Offer” by your realtor.  It is not something that was likely given to you at closing, so you will need to go back through your documents.  Be sure that the contract or agreement is signed and dated by all parties and that it is clearly legible.

· Receipts or Paid Invoices

· Include any additional receipts or paid invoices for items paid outside of closing and not recorded on the HUD-1 Settlement Statement.

2. Filing Your Claim Documents.

    a. Required Review.  A legal review is required to determine whether the expenses being claimed are reasonable amounts and are customarily paid in the locality where the property was sold or purchased.  This is a JTR requirement before any real estate claim will be approved.  Claims should always be submitted for review where the real estate is located.  If the claim is for a sale of a home in another state, the claim should be submitted to the military/government facility nearest the home in question which is usually your last duty station.  Although the claim requires a legal review, some installations require the claim be submitted through CPAC channels.  So the individual that you submit your claim to may be found in either the local CPAC or the Administrative Law section of the local Legal or SJA Office.

b. Northern Alabama.  In the Huntsville area, reviews may consist of joint services, LOGPRO, some IMMC LARs and AMC Fellow real estate claims.  These claims are also reviewed on a case-by-case basis with different requirements and procedures than those stated above.  If you are in these positions, you will need to call to seek an appointment for the submission of your claim.  The AMC Legal Office reviews real estate claims for AMC personnel.

c. Upon completion of review, the Legal Office will generate a review cover letter and sign the appropriate blocks of your DD Form 1705.  You will normally receive an email indicating that the AMCOM Legal Office review is complete and that you will need to pick up your claim package.  Any legal review will include a cover letter from the Legal Office indicating the items approved and any items disapproved and why.  Any concerns regarding the review should be addressed in a timely fashion and you should address your concerns with the individual who performed the review. The approved claim must be forwarded to DFAS for payment through its Travel Voucher Direct online submission site; emailed to:  dfas.rome.jft.mbx.civrelo-vouchers@mail.mil; or faxed to 216-367-3422/ DSN 580-7833.

AUTHORITY:  The legal authority governing reimbursement of real estate expenses is found at 5 USC 5724, EO 9397.  Specific regulations pertaining to claims determination are found in the Joint Travel Regulation (JTR), Chapter 5, Part B, Section 14, Subsections 5908-5918; and Code of Federal Regulations (CFR), Title 41, Chapter 302, Subchapter E, Part 302-11.  These regulations are construed and interpreted by the Civilian Board of Contract Appeals, the General Services Administration Board of Contract Appeals, and by Comptroller General Decisions.  Command Counsel uses these regulations and board decisions in determining whether the expenses being claimed are reimbursable.

SECTION B. COMPLETING YOUR DD FORM 1705, PART V - SALE OF A RESIDENCE.

Block 21. Sales/Brokers Commission Fees.  Using your Closing Disclosure, page 2, section H, enter the amount paid to a broker or real estate agent for selling the former residence.  

Block 22. Advertising Fees.  These expenses are normally incurred when a broker is not used (“For Sale by Owner”) and will not appear on your Closing Disclosure.  If you are claiming these expenses, you must attach receipts or other evidence of payment.

Block 23. Appraisal Fee.  This expense is normally incurred when a broker is not used (“For Sale by Owner”) and may not appear on your Closing Disclosure.  If you are claiming these expenses, you must attach receipts or other evidence of payment if paid outside of closing.

Block 24. Legal and Related Fees. This block will sometimes include multiple costs.  On a separate bond sheet, itemize and list each associated cost with a final total amount.  Label this itemization as Block #24 of DD 1705 on the bond sheet.  Total the applicable amounts appearing in sections E or H of your Closing Disclosure which were paid by the SELLER.  Do not include title insurance as legal fees.  The amount paid for title insurance is entered in block 25f below.

Block 25a. Prepayment Charge.  If your mortgagor requires such a payment, you must attach documentation of the amount paid and basis of the requirement (e.g. security instrument).  This requirement may be found on the Truth-In-Lending Statement.

Block 25f. Mortgage Title Policy Fee.  Enter the amount paid by the seller for title insurance from section C or H of your Closing Disclosure.  Note:  Payment of this item provides NO benefit to a Seller.  See Appendix F. Helpful Hints.

Block 26. Other Incidental Expenses.  Incidental expenses must be itemized and explained on a separate sheet attached to the DD Form 1705.

Note:  Any Blocks on the 1705 that were omitted from the Seller’s entitlements above are not payable.  It is NOT customary for Sellers to pay Buyer’s costs in the Huntsville area.


SECTION C. COMPLETING YOUR DD FORM 1705, PART V - PURCHASE OF A RESIDENCE.

Block 24. Legal and Related Fees. This block will sometimes include multiple costs.  On a separate bond sheet, itemize and list each associated cost with a final total amount.  Label this itemization as Block #24 of DD 1705 on the bond sheet.  In section C or H of your Closing Disclosure, you will find an amount representing Title Services and Lender’s Title Insurance.  Where the Closing representative combined these two costs, you will need them separated.  ONLY the Title Services will be counted on Block #24 of the 1705.  (Lender’s Title Insurance is counted in Line 25f of your DD 1705).  Also include amounts from sections B, C, E or H: Deed and Mortgage Fee or “Government Recording Fees”, Transfer Taxes which is also known as the State/City/County Tax Stamps, Survey, and Express Fees to Closing Attorney.  Remember do not include title insurance as legal fees.  The amount paid for title insurance is entered in block 25f below.

Block 25b. Lender’s Appraisal Fee.  This is a requirement from most lenders to the BORROWER.  Include the amount from section B or C of the Closing Disclosure.  Sometimes found as POCB typed next to line item which indicates payment was received prior to closing.

Block 25c. FHA or VA Application Fee.  When paid, this amount will be specifically itemized on your Closing Disclosure, usually in one of the additional lines in section A.  Include only FHA or VA application fees; do not list other application fees associated with obtaining credit, such as commitment fees, underwriting fees, or real estate fees.  Note: VA Funding Fees are not Application Fees and are not reimbursable.

Block 25d. Certification Fees.  These fees are Flood Certification fees and Radon testing fees.  The Flood Certification fee can be found listed in sections B or C.  A Radon test is sometimes included in home inspections obtained by the BORROWER.  Although a home inspection is not payable, a Radon test is payable when required by federal, state, or local law.  A separate receipt and/or proof of payment for specific Radon testing will be required before any payment is made.  On the aforementioned bond sheet, itemize and label both the Radon test and Flood Inspection, and total the amounts.

Block 25e. Credit Report Fee.  Enter the amount from section B of your Closing Disclosure.

Block 25f. Mortgage Title Policy Fee.  Normally Owner’s title insurance is optional coverage and is not reimbursable.  However, in Alabama, if the contract states that an owner’s title policy will be issued as part of the contract, it is reimbursable.  Add both the Owner’s Title Insurance (section H) and the Lender’s Title Insurance (section C).  This amount will be your Mortgage Title Insurance.  Then look in the Seller-Paid column to see if the Seller paid any money towards the Mortgage Title Insurance.  In many cases in Alabama, your contract will state that the Seller must pay ½ of the Title Insurance.  If so, this is should be reflected on your Closing Disclosure.  Enter the ½ amount as being the amount you can claim on Block 25f on your 1705.  


NOTE:  Look at your Closing Disclosure.  It there are items listed as the Seller paid a portion or full amount of a line item, then you will need to reduce or not claim this line item on your 1705 if you are the Borrower.

Block 25h. City/County/State Tax Stamps.  Total the amounts you paid from section E of your Closing Disclosure.

Block 25i. Sales or Transfer Taxes; Mortgage Tax.  Where applicable, these taxes will be itemized in sections A or E of your Closing Disclosure.  Note that Tax Service Fees and Underwriting Fees are not reimbursable.  The Board has consistently recognized that underwriting and tax service fees are charges paid incident to and as a prerequisite to the extension of credit, and thus are not reimbursable.  Fowler, GSBCA 15384-RELO (Jan. 22, 2001);

Block 26. Other Incidental Expenses.  This is the block to record payment of your Loan Origination Fee and any incidental expenses not included in the above 1705 blocks.  This Block may contain multiple listings.  If so, each item must be itemized and explained on the separate itemization bond sheet and attached to the DD Form 1705.


SECTION D. DOUBLE-CHECK YOUR CLAIM (SALE OR PURCHASE).

**Remember:  It is NOT customary for Sellers to pay Buyer’s costs and for Buyer’s to pay Seller’s Costs in the Huntsville area.

Using your Closing Disclosure, scan down the Borrower-Paid and Seller-Paid columns to ensure all of the reimbursable items have been included in the correct block on your DD Form 1705.  Be sure to only claim those amounts that you paid (whether buyer or seller).

If your line items are not listed as stated below, there is no reason for concern.  Some line items are labeled differently by different closing attorneys.  The line items can also be listed by similar terminology.

· Costs originating from the Sale of the property:

Total Sales/Broker’s Commission based on price may be claimed by SELLERS in Block 21 of DD Form 1705.  This amount may not exceed 6% of the contract price.  No “Bonus” or additional payment to a Realtor is payable.  BUYERS are not reimbursed.

· Costs originating from the Mortgage of the property:

Loan Origination Fee.  BUYERS will normally be reimbursed for up to 1% of the loan amount when itemized as an incidental expense in Block 26.

Loan Discount.  This is not a reimbursable expense.

Appraisal Fee.  BUYER will be reimbursed in Block 23.

Credit Report. BUYER will be reimbursable in Block 25e.

Lender Inspection Fee.  Required by Lender and reimbursable in Block 25b to the BUYER.

Mortgage Insurance Application Fee.  Amount paid to guarantee repayment of the loan, typically life or owner’s insurance is not reimbursable. Mortgage Title Insurance is reimbursable and normally itemized on line 1108.

Loan Assumption and or Transfer Fee.  BUYERs may be reimbursed if itemized in Block 26.

Fees paid as a condition for obtaining credit are not reimbursable. Sometimes described as “Loan Application Fee”, “Commitment Fee”, “Underwriting Fee”, “Tax Service Fee”, or Real Estate Fee” are not reimbursable expenses.

· Costs originating from the “Prepays” on the Sale of the property:

Items Required by Lender to be Paid in Advance.  These expenses are not reimbursable.
· Costs originating from the Closing Attorney:

Settlement or Closing Fee. Reimbursable to either Seller or Buyer in Block 24.

Title Charges.  Reimbursable to Buyer in Block 24.

Document Preparation:  Reimbursable to either Seller or Buyer in Block 24.

Notary Fees.  Reimbursable to either Seller or Buyer in Block 24.

Attorney Fees:  Reimbursable to either Seller or Buyer in Block 24.

Title Insurance. Reimbursable to either Seller or Buyer in Block 25f.

· Costs originating from Recording at the Courthouse for the Sale of the property:

Recording Fees.  Deed and Mortgage Reimbursable to Borrower if itemized in Block 24.  Release Reimbursable to Seller if itemized in Block 24.

City/County tax/stamps.  Reimbursable to Buyer in Block 25h.

State tax/stamps. Reimbursable to Buyer in Block 25h.

· Any Additional Costs Not Covered above:

Survey. Reimbursable to Buyer in Block 24.

Pest Inspection. Reimbursable to Seller in Block 25d. 

Express/Wire Fees.  Reimbursable if charged by Closing Attorney.  Not payable if charged by Mortgage Company.

Additional Settlement Charges.  Often reimbursable in block 26. But see part D, Common Errors, below. 

Receipts:  Radon testing or other environmental testing is reimbursable to Buyer in block 25d when required by federal, state, or local law.
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Appendix A – DD Form 1705 Worksheet
CLAIMANT:  ______________________________PURCHASE _______	SALE_________
TOTAL AMOUNT CLAIMED:  ____________________________
	1705
Block
	AMOUNT
CLAIMED
	Closing Disclosure
 Line # and Amount
$ Amount
	Explanation

	Example
	$300.00
	C-05 $75.00
C-06 $125.00
Receipt $100.00
	Settlement or Closing Fee; 
Abstract or Title Search; 
Survey 

	21
	
	
	

	22
	
	
	

	23
	
	
	

	24
	
	
	

	25a
	
	
	

	25b
	
	
	

	25c
	
	
	

	25d
	
	
	

	25e
	
	
	

	25f
	
	
	

	25g
	
	
	

	25h
	
	
	

	25i
	
	
	

	26
	
	
	



NOTES:
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Appendix B – Understanding the Closing Disclosure
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Appendix C – Customary Real Estate Expenses in the Huntsville, AL Area

A. PURCHASE EXPENSES.

NOTE: Purchaser paying Seller’s closing fees IS NOT customary is the Huntsville area. Therefore, any closing costs paid by the Purchaser for the Seller will NOT be reimbursed.

The following expenses are customarily paid by a purchaser in the Huntsville area and are reimbursable under JTR Vol. 2, Ch. 5, Para C-5912, Allowable Expenses for Residence Sale or Purchase Closing Costs, if the costs are reasonable in amount:

Loan Origination Fee (1%)	Lender’s Appraisal Fee
Title Examination	                                                     Credit Report
Lender’s Title Insurance	Title Search
Survey 	City, County or State Tax Stamps
Title Insurance Binder	Flood Certification
Deed and Mortgage Recording Fee	Courier Fee
Attorney’s Fees	Express Mail

B. SALE EXPENSES.

NOTE: Seller paying Purchaser’s closing fees IS NOT customary is the Huntsville area. Therefore, any closing cost paid by the Seller for the Purchaser will NOT be reimbursed.

The following expenses are customarily paid by a seller in the Huntsville area and are reimbursable under JTR Vol. 2, Ch. 5, Para C-5912, if the costs are reasonable in amount:

Broker’s Commission	Pest Inspection
Deed Preparation	Release Recording Fee	
Courier/Express or Wire Fee 
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Appendix D – Non-Reimbursable Expenses and Sample Explanations
A. NON-REIMBURSABLE ITEMS.

The following are samples of expenses that are finance charges and are NOT reimbursable to either the purchaser or seller.  This list is not all inclusive as there may be varying circumstances with each individual sale or purchase transaction.

Lender’s Document Preparation (if in addition to Loan Origination Fee) 
Lender’s Processing Fee (if in addition to Loan Origination Fee)
Loan Discount Points	Tax Service Fee
Underwriter’s Fee	Warehousing Fee
VA Funding Fee	Interest on Loans
Mortgage Discounts	Property Taxes
Property Insurance	Hazard Insurance
Home Maintenance or Warranty Policy	Mortgage Insurance
Loss on Sale	Optional Title Insurance (Owner’s Coverage)
Duplicate Charges	Buyer’s Broker Fee	
Deposit/Earnest Money	Operating or Maintenance Costs
Transaction Fee	Home Inspections

B. SAMPLE EXPLANATIONS.

Bonus Commission Paid by Seller

Bonus commission to listing agent and selling agent not reimbursable.  The applicable commission rate is the rate generally charged by all of the real estate brokers in the area, not the rate charged in the form of an incentive bonus or bonus commission, by the particular broker used by the claimant to sell his or her residence. (See Matter of: Gerald J. Reihsen –Sale of Residence –Incentive Bonus, B205849, June 2, 1982.)

Broker’s Commission Paid by Seller

IAW FTR §302-11.200(a) and JTR §C-5912-A1, a broker’s fee or real estate commission for services in selling the residence is reimbursable, but not in excess of rates generally charged for such services in the locality of the old duty station (generally 6%). (See In the Matter of: William K. Raiford, 2007-2 B.C.A. (CCH) P33,692, October 1, 2007.)

Broker Fee (Instead of a Loan Origination Fee) Paid in Connection With Purchase

IAW JTR § C-5912-A1, a broker’s fee for services in connection with the sale of a residence at an old duty station is reimbursable, however, no such fee is reimbursable in connection with the purchase of a residence at the new duty station.  A loan origination fee is a fee paid by a borrower to compensate a lender for administrative-type expenses incurred in originating and processing a loan.  Where the circumstances show that a bank pays a mortgage company a broker fee for bringing claimant’s loan business to the lender there is no basis to determine that the broker fee represents costs associated with a loan origination fee and is therefore not payable. (See In the Matter of Larry J. Wakefield, GSBCA No. 15823- RELO, September 23, 2002.)

Broker Fee - Excess Paid by Seller

Administrative fee in excess of the Sales/Broker’s Commission already paid to the Realtor and the Settlement or Closing Fee already paid to the title company are not reimbursable unless the costs were incurred for services procured by the claimant or someone working with the claimant (rather than the title company or Realtor, as to avoid characterization of these costs as being fees incurred in the normal course of business); and the services must have been necessary for the sale of the residence rather than having been secured merely for the personal convenience of the claimant. (See In the Matter of Rodney D. Hartleib, 2005-1 B.C.A. (CCH) P32, 812, November 4, 2004.)

Courier Fee

A reasonable courier fee to transport documents to the title company is payable.  However, other courier fees and/or wire fees are generally not reimbursable.  These services are considered to be a convenience for the buyer and not a necessary expense of the purchase. (See Matter of: Anders E. Flodin, B-217666.2, April 7, 1992.)

Home Inspection/Repair Inspection

Unless the claimant provides documentation that a home inspection or repair inspection was required by the lender and a precondition to the purchase of the home, these fees are not reimbursable. (See In the Matter of Susan J. Jackson, GSBCA No. 16546-RELO, March 1, 2005.)

Processing Fee and/or Document Review Fee Paid In Excess of a Loan Origination Fee

The Processing Fee and the Document Review Fee are not generally reimbursable.  These types of charges are considered to be similar to that covered by the Loan Origination Fee and are not reimbursable in addition to the Loan Origination Fee.  (See In the Matter of Edward D. Ellis, GSBCA No. 16763-RELO, May 16, 2006.) *If there is no direct charge for the loan origination fee in connection with the purchase of a home, these fees may be reimbursed up to 1% of the loan.”

Tax Set Up/Tax Service Fee/Underwriting Fee/Processing Fee/Interest

These fees are considered to be finance charges.  Finance charges are not reimbursable IAW FTR §302-11.202 (g) (See Also Matter of: George C. Sounders, Relocation Expense, B-248457, September 29, 1992.)

Transaction Fee

A transaction fee paid to a real estate broker or agent in connection with real estate expenses for the purchase of a home is not reimbursable.  (See In the Matter of Christopher P. Murname, GSBCA No. 16422-RELO, September 22, 2004.)
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Appendix E – Common Errors

· Failure to read the materials and complete the forms.  While some claimants may legitimately neglect and leave off reimbursable items, others will make a poor attempt to fill out the claim.  The DD 1705 may be confusing to fill out so please seek assistance prior to filing a claim.

· Failure to provide all required documentation.  In particular, the majority of claims received failed to include the sales contract/purchase agreement, the orders, and/or the service agreement.

· Failure or delay in responding to a request for additional information.  While we have tried to identify the common required forms, there may be instances where we will need additional forms in order to determine if reimbursement is appropriate.

For example:  There are certain expenses that are not customary and ordinary in the area but that may have been required by the lender in order for the employee to obtain the loan.  The employee may be required to provide proof of such a requirement by the lender in order to be reimbursed.

· Failure to understand that each claim is processed on a case-by-case basis.  Under the facts surrounding each claim, one employee may be reimbursed for an expense while another employee may not be entitled to reimbursement.

For example:  In order to provide the loan, one lender may require the employee obtain a radon inspection and therefore this employee may be reimbursed upon providing proof of such requirement from the lender.  Even though the lender of another employee did not require a radon inspection, the employee chose to obtain one prior to the purchase.  This employee may not be reimbursed.

· Failure by claimant to sign and date forms.

· Failure of supervisor to perform review before signing forms/failure to sign and date.

· Entering into a contract for purchase/sale/new construction prior to receipt of orders.

· Refusal to provide requested proof from lender that expense was required in order for the employee to receive the loan. In order to smoothly process claims for authorized expenses associated with PCS move, you must submit all necessary documentation and information at the time you submit your claim. Failure to do so will extend the process and delay reimbursement.
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Appendix F – Helpful Hints

· When buying a home, be sure to ask your bank to itemize or explain what is included in your points” charges.  Sometimes the charge for points includes an appraisal fee, legal fees for document preparation, and survey cost, each of which may be reimbursable expenses (if listed as such).  However, points relating only to mortgage interest are not reimbursable.

· If you submit a closing statement that lists points without any explanation or itemization, the reviewer and payment office will have no alternative but to determine it not reimbursable.  As a result, you may lose a reimbursement you could have received if the word “points” had been properly explained and supported by the bank or mortgage company!

· When purchasing a home, you may find the hiring of a Home Inspection Service to be worthwhile.  Although this is NOT a reimbursable expense, it can save you a lot of money.  There are two types of services.  One type provides a report only of the structural areas of your house that are damaged, worn and need repair.  The other type actually provides a one-year guarantee on various household appliances, such as the furnace, electrical system, or plumbing.  As a seller, a Home Warranty is a valuable bargaining tool, but not reimbursable.

· Title Insurance listed in Closing Disclosure consists of two policies.  One policy coverage protects the Lender while the other policy protects the Owner.  In the Huntsville area, many contracts, also referred to as “Offers” by the realtors, contain a paragraph stipulating that the Title Insurance will be divided equally between the Seller and Purchaser.  While this cost benefits both the Lender and the Owner, the charge to the Seller will not provide any benefit at all.  A Seller would wise to negotiate this cost.

· Be aware that purchase of Owner’s Title Insurance is usually a discretionary cost.  Although it is an optional coverage, this title policy is recommended and will protect you should any title issues arise.  However, in Madison County, Alabama, Owner’s title insurance may be reimbursable if the generic language in the contract for purchase requires Owner’s title insurance as a condition of the sale (In the Matter of Patrick M. Haas, GSBCA 16910-RELO).  

· Some lenders charge additional fees apart from interest upon the loan.  These fees go by many names:  “Loan Application Fee”, “Commitment Fee”, “Underwriting Fee”, “Tax Service Fee”, or “Real Estate Fee”.  In most cases, these are finance charges under the Truth in Lending Act and Regulation Z and are not reimbursable.

· If, during negotiations and before signing a contract, a seller decides to pay a certain amount towards closing costs, make sure you, the purchaser, choose which closing costs they will pay.  You will want the seller to pay the specific line items that you will not get reimbursed for, such as, Underwriting Fee, Tax Service Fee, etc.  Specify on the “Offer” or contract which line items you want the Seller to pay.  
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Closing Cost Details
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