COMPTROLLER GENERAL OF THE UNITED §TATES

"#  WASHINGTON,D.C. 120548 3 l 033

B~L77947 June 7, 1973

Hr, Ronald R, Chvonister . s
Authoriced Certifying Officer ‘ | v
Departmealt of tousing and Urben Development \

Arcade Plaza Bullding, 1321 Sccond Avenue ..
Beottle, Washington 68101

Dear i, Chronistery ’

T™his i8 iu »aply to your letter dated February 1, 1973, rafcrencae LO4P,
requasting a doacinion as tn Cthe certification of a reclaim voucher submitted
by Uy, Floyd By Amme, en enployee of thie Dapartmout of llousing end Urben
Daveloprent, for/raivburoeusut for real cstate expensds]incurred by hin in
comestion with the sale of his vesideico at his old oflicial statiom Incie
dent to his tronsfer, .

it tho tino Jir, Avrmo rocaived his authorfzation to tremnfor fyom
Washingten, D, G,y to Portland, Oregon, he owned end hield a mznborship in &
cooporative houwn’ng project in Wachington., Hin meubarship entitled him to
occupy oz of tha unite in the project for residential purposce, lir, Anas
vesidied in Lhds vedt and dncideut to his transfer lia sold lie tiembership in
the conporative, In comection with the sele of his Interest in tho coopy
erative, liv, Awur dncurred the following oxpenses for which he clailms

yelmburgcmeats
Beohuraga §550
Ingpaztion {ca $ 50
Sctitlasant feo $100
Redecoration fee §275
Coarryinyg chusics §631

Although you allowed xeimbursement fov -tha brokerage fea incurred hy
HMr, Anns in oolling hig dntorest in the cooperative, you adninistratively
dieallowsd relubursoment for the othier cipenses on the basis thut they werxe
wot supported by spacific services rendered or that they were nut the type
of expenses for vhich reimbursenent is authorized under section &4 of O0ffice
of Hancgement and Budget (0I1D) Circulax o, A-56, Ur. Armg states that ha
was lepolly requived to pay thesa fees and that such foes ars customarily
paid by a person sclling an interest in a cooperativa, but that Circular
No. A~i6 falls to spuecifically provida for such axpenses which arae
roquired ia comnection with the sala of an interast in a coapevative an
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distinguished from the cost of aelling a single family residence, Howe
aver, he does statc thot the cypenses asasociated with the sale of on
interost in a cooperative involve certain pinilaritics with the ewpenges
for which roimbursenent ie authovized undexr soction 4 of Civculey Ho, A=56,
In thio regard hie states that the $100 sattlement fee pald to the coop-
erative {s for tho cooperctiva's cost of praparing tha documeuts required
to aoll mud trausfer a meubavship and thot the $50 Inspection fee is for
the cooperativets cnvange in incpacting the unit to insure that £t was in
an accoptable condftion for tvanslor aud for supervinivg ony repairs
necepnery o the unit, Mre Amue balieves that the dpspection fee is
rllowsble ns an dnnidental chavye for services jn gelling & resfdence
wndex seotion A42f of Gixculex Ko, A«506 apd Lhat the settlement feo i
allouiable as a cost of prepaviug convayancca and other fnstruments wndor
paction 4,2¢ of Clroular Wo, A-li6, Hoxecover lia sppeavently feels that tha
redecoretion fec conld Lo vegavded as an incidental charca under seation
he 20 o8 Civeular Ho, /=56 owd thiat the corrying chorges are sbailar to the
erxpenses nliowed for the pettlonent of au wmoexpirved lexse under section 4,20,

Relnburremont for tho expensca incurred by a trencferred aiployae in
conncetion with the sale of his zesidenco at hie old officinl etotion under
5 Us&ieCy 57240(a)(4) is povernod by tha provisions of section 4 of (w3 Ciye
cular Ho, A~i00, vevinad Gepteinber L, 1971, Subsection A.,le of Clvculex
Ros A=36 uvpacifically refora to an interest in.a cocporatively owned duelle
ing as being a Loy of ownership of & renidence for which the exvonses
incurred in sclliug the interest way be resmbursed, iHowevey the exvenses
for vhich reimbursenont ig authorized ave liwited to those set forth in
ecction 4,2 of Cirvcular th, A-50, In thic rezerd acction 4,2 dessribes
roiubursable espances in peacrsl) tevma oppliceble to ail raal calats
transsctions vepavdless of the form of ownerchip held by the esployuee,

In the preesent cass, the Lrokerase fca of $550 paid by Ur, Ams was
coxputed on tha basie of 10 percont of his equity velue iu tho property.
Subsuction 4,2a of Circular No, A~56 puthorizes reinbursemont for &
broker's fee paid by the employce to the extent that the fee dons wot
excecd the rates generally charged for such snrvices in the locelity of
tha old officfel station, By a letter dated April 16, 1973, the Divector
of the Veohington Avea Office, Dopartment of lousing and Urban Development
(HUD), advisnd our Office that the charges and costs of selling coopnrative
units vary considarably, but that the $550 brokerape fee in this case &a in
line with charges on comparably priced cooperstive units 4u the Hashington
area. Accordingly, wa conclude that reimburceuent for ths broker's fea
paid by lr, Armms in comnection with the salec of his memborsghip in the --
cooperative may be allowed,
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We have toen dnfoxwelly advised by the cooperative that the $50
inspection fos is Yor tho cooperativa's cost of inspectiung tho unit to
fncure that it wes in good condition and to cupervise repair work on the
unit and that the $100 gettlement fee covors tha coupevative's cost of
praparing docunonts valaled to tho weleand trensfer of lir, Avms' intor-
cst. plus 6 wigpecifiod emount of profit, As to tha inspection fee, the
only provisien undar valch velmburgewont could be alloved 45 subseotion
Go 22 of CGivcular Ko, A-506 vihich provides for rafmbursenent for incidental
chavpos fon rexvicen in relling & yusidence 4f such cherpos arc cusiiqu
erily pald Ly a callew of a verldeonee at the old ofificinl atation, Vow-
evor ve huve bhoen wdvisud by GUD that ai dnspection fea iy not a custonaxy
cherge in connection vith the sale of ca intevost in a coopervtive in the
Wachington arca end thus it vould poti be allowable under tha reguleticns,
Havoover, the roecovd indicatus thet this fee dneluded the cont of the
coaperativst o personuel in supereheing eny nacersery ropeiv viork vhiieh
vould Le considered o ceet of valntonance rathar than en cxpenss fncddont
to the enls of A vesidence end therefose not yeivburgable upder the yepue
letfons, GV, D~163301, May I, L9646, Uinca the wvecovd Indicates thet the
sottlesents fea paid by lir, Ame to the cooperchive wen fov ite coot of
prepaxing the docungnts end vuports required Low Lha transfey of ovmovship,
it s the type of exvunta for vhich releburpeuent 46 authoriszed undey guhe
cections 4e2c end 4 of Clysulayr Koo A«l6y  Howaver subscetions 4,2c end
Mottt roimburarment to exaenses custostavily patd Ly o saller in the eroa
ond to en (ol not to uxcced anowiats customarily charped in the locality,
In this vepard HUD hos advised ouy OfLfice that such facs are customarily
chaxged to tho purchocar end the seller rrd thut §50 would be the muxlium
asouat thet could be connidored a veeconable chnrge to the ssller for ouch
goyvicen du the lachilincton crea,  Accordingly v conclude that My, Avmo nuay

ey

be proparly veivs ursed for only §50 of the {100 ncttlament feo puid by him,

- The recozd indicates that the vedecoration fec of §275 was foy the
cmenge incavead by the cooperative in reconditfoning the unit occupiad by
ur.thrmn. It eppears that the reconditioniug consistad of cleaning,
puinting, &nd repsiving the unit £¢: the purpose of assuring the overall
nsintensance of the property., The oxpense of clesuing, painting, and
vepalxing o rus!-lence ave:the costs of wointaltiing a xesidonce in geod
condition, Althoupll thLe standakds of malntenunce roquivad of a coopeyas
tive memhor nay ba highor or wore specific thion for other forms of owmer=
ahip such oxpennas arc obligatione vhich the enployee would have incurred
rogardless of any change of wtation incicent to hig Governucnt scrvice,
This 4is eupported by kv, Arns' stetement that ho perconally perforciod this
type of reconditicning twice durinp his eccuprucy in the coupurative and
thiat thape warr. not relatad to a oale, ldarely because guch maintenance
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is often perfoimad. prior to offetiug A rosidence for sale, reywired to bo
perforied by tha sules contract, ow, us In this cepe requivad Ly the rarue
lationg of a cooperative doco uot waan that suwch costs are a vasult of tha
sale, csccardinaly, ve do not regerd gueh oxpenceo an tho type for vhich
rolrbavrswaant {¢ nuthorized under the 1caulatlons; Sot B«17607%, Hovodr
ber 16, 1972, and 5=163001, sunra,

The rvecord indicutes that the cutuying charfos required to be puid
to tha coopavstive hy ilve Awiis wexe hic rhuve of the cooperntive's
CINCUAND fcr tha pealud eftar ha was Geeaslienred ortll the cotblewunt
dote fov (ho gales  ‘itin erponcey of the cooperativa {neluded §n the
crrxy!nn chistges ruc Llems such os dnternst ond prindiple ptyiamts on the
Cepvtpe ey dnsuransa, utilities, cost of tw1n~0:enh, and nRinteacnco.

Qutiu!wﬂh of tba Lony of a.moy ahin Anld du o runlideece, ouenecs of thie
type eannot bo covridered n cust incicent Lo tha rate of o vasidenc for
viiieh rehaburoesat s auiboviced under seetion 4 of Glyeulne Ra, A=06,
'the povtlon of tha cewrydny chavies vepvesenting the pr!u"imlu payuiato
on the rarinsge verult In en fueveane in o cospuvative ywmber!s equity
end vould net bo e eaenangs, ruathﬂrmuvu, vainurperant of Lha vortlon
repressabting fntovest payawats Lo gpiiiifeally pmvc1u.,d by pratien 4,24
uf Llxcples Lo. oy Bra hw bapn. Coy 677 (0947),  Yhe xerainive bypes
of e¢ooners covered by the '1nn chinrneo £xe theso dncureasd Ly tha
ouneY  Gf n Terldangs ranrd:uuu e tha ¥evr, of quavrehip for (L) cost of
opcreting, tuinvainivg, end protesting hig peeperyy duwing thr pariod of
hin virasvehipe Giace sush quponeos ave i incid:nt of the ovacrehip of a
residenca rather than a wesult of the =ale or the zaridenee, rvelmbureccneat
of theae espenscs 46 not nllowadle undan the repuletious,

The vouchay s rveturmed herewlth aud may w cextiiied for payment in
accorasznce vwith the Iorc~o.uw.

Sincevely youvs,

PAVL G. DEMULING

For: the Comptroller General
of tha Unitod States

Baclosure

cc: Terry C. Chisholm. Arca Director .
Department of Housing and ol '
Urban Development
1875 Connecticut Avenue, N,W.
Washington, D, C., 20009






