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White Paper# 6: A Guide to Home Purchase Programs within the Relocation 

Industry 

Introduction 
You have gone out, found the perfect candidate, and offered them the position. The candidate 
comes back to you and informs you that they need assistance with the sale of their old residence. 
Suddenly you are confronted with a whole set of options and the question becomes what is your 
best course of action. 

The focus of this DBAI White Paper will be to discuss these various options. Our review will 
include a look at the roles each party to the process and what the consequences are both 
financially and morale wise to the corporation. 

Program Responsibility 

One of the first issues to consider when looking at the area of program responsibility is whether 
you want to offer the program at all. This decision is directly attributable to the corporate culture 
and transfer volume of your corporation. 

In-House Program 
What is your corporate culture? Does your corporate philosophy treat your employees as 
members of the family? It you answered affirmatively to the above questions, the policy 
may call for you to handle all the moves internally. It is also plausible that if you are 
dealing with less than 50 moves annually that it would make more sense for you to 
handle the moves internally. In most in house purchase programs, the HR function sets 
up an in-house real estate agency to administer the program. The processes for 
purchasing the home are in agreement with the industry standards as outlined below. 
Third Party Program 
Look at your corporate culture once again. If you still want to be of assistance to your 
employees but you are short on internal resources, then outsourcing the program to an 
external expert may be your direction. There are today approximately 30 individual 
business entities,which are in the business to purchase employee’s homes. Each of them 
uses a standard process for determining the value of the home, which we will discuss 
later in this paper.  
Financial Responsibilities of the Parties 
One final aspect of the question of program responsibility is the question of the 
responsibilities financially of the program. There are three distinct segments to this 
process with each having its own specific duties. 
The first segment is the transferees themselves. They are responsible for all obligations 
of homeownership until they vacate the property and have accepted the corporate offer 
on the property whichever occurs later. Unless the corporation has chosen to go in a new 
direction, the title to the property remains in the name of the employee until the close of 
the sale to the ultimate buyer. 
The second segment is the relocation management company who is responsible for all 
the costs of the property from the time the transferee vacates the property until the 
ultimate buyer closes on the property. This means that the relocation management 
company will make all the payments for the mortgage, taxes, insurance and maintenance 
to the property. As part of their process they will have a deed prepared. This deed will be 
either a deed in blank in which the transferee signs as the seller and leaves the buyers 
name open until one is identified or as the Employee Relocation Council has suggested 
the deed is prepared with the buyer indicated as the corporation or the relocation 
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management firm. Typically, if they use the two deed process, the costs of administering 
the program rise accordingly. 
The third segment is that of the client or the corporation. At no time does the corporation 
become the owner of the property. However, they are responsible for providing working 
funds to cover all property closing costs, closing costs, loss on sale, management fees, 
appraisal fees and inspection fees. 

Tax Consequences 

The Internal Revenue Service’s Tax Code states that any amount paid to or on behalf of the 
transferee is considered income to the employee. If a payment is considered income, it must be 
reported on their W-2 and is subject to payroll taxes and withholding. 
One of the questions when dealing with home purchase programs is what are the tax 
consequences for assisting the employee with the sale of their home? In 1972, the IRS issued a 
Published Revenue Ruling 72-339, which stated that the employee must account for the gain he 
realized on the sale of his residence, but no part of the transaction will give rise to income as 
compensation for the amount of a real estate commission that was neither paid nor incurred. This 
is all contingent on there being two separate and distinct transactions. One sale is between the 
transferee and the corporation/relocation management company and the second sale is between 
the corporation/relocation management company and the ultimate outside buyer. 
The real impact of the tax consequences comes from the applicable tax laws on the corporate 
expenses. Decisions by the Tax Court have held that the expenses incurred by the corporation in 
the process of buying an employee’s home are to be considered as capital losses. This means 
that in order to get any advantage from the disbursement of these expenses, the corporation 
must have capital gains to offset the losses. If they go for a period of five years and do not have 
the capital gains, then the expenses are just a lost item. One other aspect here, there has never 
been any opposing view that the expenses for maintaining the home while it is in inventory can be 
considered as ordinary business expenses and as such are directly deductible from the tax 
returns of the corporation. DBAI recommends that readers of this white paper are advised to talk 
with their tax counsel to get a clear picture of just what effect the home sale program will have on 
their bottom line. 
In 2005, the Internal Revenue Service released a Published Revenue Ruling which changed the 
nature of the tax consequences of the relocation process. It supported earlier rulings regarding 
the sale of employee’s residences. 
Pre-Marketing Assistance 
It used to be that when an individual had a property to sell they contacted the local real estate 
professional and put the home in the multiple listing service for the area and waited for a buyer to 
come look at the home. The agent listing the home was either a family friend or the agent who 
sold them the home when they purchased it.  
When working with transferring families the system becomes a little more complicated. The 
transferee now has a finite period in which to sell the property and get moved to the new location. 
The pre-marketing assistance program is designed to achieve three outcomes. First, it discusses 
how to prepare the property for sale. Second, the transferee is educated on the marketplace and 
third discusses how to market the home. 

Preparing the property for sale 
One of the first responsibilities of the relocation- trained real estate professional in the 
pre-marketing assistance program is to review the property and assist the transferee in 
preparing the home for the marketplace. This process may mean that carpets need to be 
changed to be more neutral in color rather than the blatant colors that the transferee 
thought would not harm the ability to sell the home. The process also looks at the 
required repairs that any lender will expect for they will write a mortgage against the 
property. 
Education about the marketplace 
The second stage involves the real estate professional discussing with the transferee and 
their family the nature of the marketplace. What is the market like today? What are the 
amenities that most buyers are looking for in their marketplace? What is the trend on 
prices that are being offered on the properties? Based on these factors how does the 



 

transferee’s home fit into the overall marketplace? Based on its current use and condition 
what is the maximum dollar value for the property? 
How to Market the Homes 
The relocation management firn also will prepare a report, which details for the transferee 
how they expect to achieve the value that they have determined for the property. This 
part of the process involves a detailed explanation of the marketing campaign that is 
planned for the residence. This explanation should include more than just a single 
statement about the marketing plan for the transferee. 
The process is simple in nature. The relocation management company with the 
assistance of the local real estate professional conducts a thorough inspection of the 
property. 
Following the inspection, the real estate professional develops a report, which indicates 
what they found that could detract from the home and therefore the price achieved. The 
report further goes on to explore the value of the repairs and improvements to the 
transferee’s bottom line. The final part of the report is the laying out of the marketing 
strategy designed to achieve the value stated in the report. 
The completed report is sent to the relocation management firm, which reviews the 
content and conclusions for its completeness. If the report is done correctly, then the 
relocation management firm advises the real estate professional to set up a second 
appointment with the transferee to present their findings. 
Our industry typically requests that two broker reports be completed in order to provide 
the transferee with some choice in direction to go. Following the presentation of the 
report, the transferee can select one of the brokers involved and begin the process of 
using the report to market the home. 
Many corporations use pre-marketing assistance as a way to hold down costs by not 
having a home, which needs a lot of work in order to find a perspective buyer. 

Appraisal Process 
The relocation industry since the early 1970’s has used a standard process to determine the 
value of the transferee’s home. The process begins with the selection of two independent fee 
appraisers who complete a very detailed valuation report of the property. These two reports are 
averaged together to determine the appraised value or the corporate offer for the home. 
If the two values are, outside a 5-7% value spread then a third appraisal will be conducted to 
confirm the value of one of the two previous appraisals and this one will then be averaged with 
the closest value. The remaining value will be discarded. 
Once the two appraisals are averaged together, the average is extended to the transferee as the 
corporate offer for the home. 
Buy-Out Options 
You have made the decision to offer a buy-out program to your relocating employees and are 
now confronted with several options regarding how to structure that sale program. These options 
include one deed versus two deeds, assigned sale transaction, amended value transaction, 
appraised value transaction and buyer value option. 

One Deed versus Two Deeds 
One of the ongoing controversies in the industry today is in light of the tax questions, 
which is the best policy to follow regarding taking title to the property in a home sale 
transaction.  
Since the early 1960’s when the relocation industry began, the industry has purchased 
the homes with a deed in blank. When the transferee accepts the offer to purchase the 
home from the employer, they sign a deed just like in any other closing except the line 
where the purchaser signs the deed is left blank. Despite the fact that the relocation 
management company/corporation assumes beneficial title to the property, the 
transferee’s name remains on the deed until the ultimate outside buyer is secured. 
With the issuance of 72-339 and the filing of a lawsuit in Florida in 2000, the question of 
the use of only one deed has been at the forefront of industry concerns. The question 
here is what constitutes two separate distinct transactions. Some have argued that the 
single deed process is not really two separate transactions, as the transferee’s name 
remains on the deed until the ultimate sale of the property. 



 

In 2001, the Employee Relocation Council’s Public Policy Committee recommended to 
the membership that as soon as possible they should change the systems to one of 
issuing two deeds. The first deed is between the transferee and the corporation. The 
second deed is between the employer and the outside buyer. This was brought on by a 
ruling from the Oklahoma Real Estate Commission and several other states which 
determined that in order to discuss the sale of a residence with a transferee by someone 
from out of state, that person had to be licensed within that state to do so. In 2000, a 
group of lawyers who called themselves PrivateAG sues several of the larger relocation 
management companies for back transfer taxes on one-deed transactions that occurred 
within the State of Florida. 
DBAI recommends that readers of this White Paper should consult both their counsel and 
tax accountant to make the right judgment on this issue. 
Assigned Sale Transaction 
The transaction begins with the residence being appraised by two independent fee 
appraisers. Using the appraisal process outlined in Section IV the two values are 
averaged to arrive at the corporate offer. Following the receipt of the offer, the transferee 
is encouraged to try and beat the corporate offer on the open market. The transferee 
goes out and secures the services of a real estate professional who puts the home in the 
MLS and begins the process of marketing the property.  
When a bona-fide offer is received the relocation management company will evaluate the 
offer to see if the offer beats or meets the corporate offer. If everything is acceptable the 
TRANSFEREE signs the outside offer and the corporate offer. The transferee then asks 
the relocation management company to assist with the closing of the sale. If the offer 
exceeds the corporate offer, the transferee will receive the equity based on the corporate 
offer immediately. Following the closing of the sale to the outside buyer, the transferee 
will receive the remainder of the equity. 
The IRS has held that since the transferee maintains control of the sale since they have 
signed the Purchase Agreement, this does not truly constitute the existence of two 
separate transactions. 
Amended Value Transaction 
The transaction begins with the residence being appraised by two independent fee 
appraisers. Using the appraisal process outlined in Section IV the two values are 
averaged to arrive at the corporate offer. Following the receipt of the offer, the transferee 
is encouraged to try and beat the corporate offer on the open market. The transferee 
goes out and secures the services of a real estate professional who puts the home in the 
MLS and begins the process of marketing the property.  
When a bona-fide offer is received the relocation management company will evaluate the 
offer to see if the offer beats or meets the corporate offer. If everything is acceptable the 
transferee signs the corporate offer. At the time of signing the corporate offer it is 
amended to represent the higher value for the property. The relocation management 
company then signs the outside purchase agreement.  
With the signing of the contract and the outside offer, the transferee receives the full 
equity based on the amended value of the transaction. 
This does constitute two separate transactions as required by IRS rulings over the history 
of the industry. 
Appraised Value Transaction 
The transaction begins with the residence being appraised by two independent fee 
appraisers. Using the appraisal process outlined in Section IV the two values are 
averaged to arrive at the corporate offer.  
In this type of home sale transaction, the transferee accepts the corporate offer on the 
spot without the benefit of testing the marketplace. The process is the same as an 
amended value transaction from the perspective of the process after the transferee signs 
the offer from the corporation. 
This does constitute two separate transactions as required by IRS rulings over the history 
of the industry. 

  



 

Buyer Value Option 
One of the ongoing concerns with any home purchase program is the cost involved. Your 
relocation costs tend to escalate when a home is put into inventory. In order to try and 
control costs the relocation industry has created the Buyer Value Option home sale 
program. 
The Buyer Value Option is a modified Amended Value Transaction sometimes referred to 
as amended from zero or offers prior to appraisal. It saves money for the program 
because there are no appraisals and therefore there are no offers to amend. 
The process begins with the employee discussing with the employer/relocation 
management firm the buyer value option process. In addition the transferee is offered the 
pre-marketing assistance program. 
The employee begins the process of selecting a real estate professional to market their 
home to the marketplace. Unlike the pre-marketing assistance program or the “normal” 
home buy-out program, the transferee is free to select the broker of their choice. The only 
condition is that the listing agreement must include an exclusion clause which states that 
if the transferee chooses to sell the home to his employer the listing becomes null and 
void and no commission is due. 
If a potential buyer is found, the employer/relocation management company verifies that 
the potential buyer’s written offer is a bona-fide offer and makes an offer to the employee 
for an amount equivalent to the price offered by the outside buyer. This buying process 
involves making any necessary adjustments to reflect the differences between the offer 
from the potential buyer and the offer from the employer so that the two offers may be 
compared on an all-cash basis. This comparison of terms is for the benefit of the 
employer and assures the reasonableness of the marketplace offer. 
If at the end of the marketing period, a potential buyer was not found, the employer would 
not make any offer to purchase the home and the employee would retain ownership of 
the home. However, the recommended evolution of the program would call for the 
employer to convert this to an appraised value transaction. 
The Buyer Value Option is an integral part of a client’s employee relocation services 
program for those employees who are eligible. The BVO program works in conjunction 
with the pre-marketing assistance process discussed in Section III of this White Paper. 
 
BVO Cost Savings 
Home Sale Price   $320,000 
Estimated Closing Costs  $  25,000 
Management Fee   $    2,500 
Estimated Gross Up  $0 

Total Cost to Company  $27,500 
Estimated Cost of  Full Program $40.250 
Estimated Savings from BVO $12,750 
 

  



 

BVO Implementation 
Step 1: Within 24 hours of being notified of an eligible employee, the employee is 
contacted and explained the BVO program and forwards a package with all the forms and 
instructions. 
Step 2: Follow-up calls by the relocation management company will be made to the 
employee throughout the marketing process to check on the status and to answer any 
questions. 
Step3: When the employee receives a written offer from a potential buyer, the relocation 
management company will help the employee evaluate the offer and plan any negotiation 
strategy, if necessary. The relocation management company approves the offer to 
purchase from the outside buyer ; signs the offer as the seller and send the employee a 
contract for sale that reflects an offer from the relocation management company that is 
equal to the offer from the potential buyer and enters into a new listing agreement with 
the employee’s broker. 
Step 4: Upon the utilization of the BVO, the relocation management company will call 
and review items such as equity disbursement, possession, utilities, mortgage payments 
and final settlements. 
Step 5: The relocation management firm will oversee the process to ensure that the 
closing takes place in a timely and cost-effective manner. 
Step 6: The employee will receive their equity payment prior to the final closing of the 
sale to the new buyer. 
Step 7: In the unlikely event that the sale does not close, the employer would need to 
decide between the following options- a)  have the relocation management firm retain the 
contractual ownership of the home at the value determined by the BVO, immediately re-
market the home implementing creative marketing strategies and consistent market value 
pricing. This would result in maintaining the tax-free status of the transaction. The cost 
savings would be used to cover the ongoing management of the inventory property or b) 
return the property to the homeowner and provide him with marketing assistance as 
noted above and closing assistance upon reaching another sales agreement. If the 
property were returned to the transferee it would lose its tax-free status and the company 
would be responsible for grossing up the additional income at the time of closing. 

Conclusion 
In the course of this white paper, we have tried to lay out for you the reader an overview of the 
options available to you when a transferee informs you that they need assistance in disposing of 
the residence in the old employment location. As an employer you are presented with the choices 
to either spend a lot on the assistance program through the use of an assigned sale transaction 
or to control your costs using a BVO. We are available to discuss these programs in greater 
depth if the need does arise. 
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