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A downturn in real estate markets creates several 
challenges for employers relocating transferees, the 
most significant of which is the growing number of 
homes that end up in inventory. This rise in home 
inventory leads to higher overall relocation costs 
and increased property management duties for 
employers. 

Total home sale costs also become less predictable 
in sluggish real estate markets, and unpredictable 
home sale costs translate into unpredictable total 
relocation costs. 

Relocation service providers (RSPs) offer several 
home sale programs, each with varying levels 
of risk, to help employers relocate transferees. 
Employers should consider the advantages and 
disadvantages of each program to determine the 
level of risk involved, and those employers who 
want a predictable and low-risk home sale program 
should consider a fixed-fee program.  

Traditional Cost-Plus Home Sale Programs 
There are primarily two types of traditional cost-
plus home sale programs: the appraised value 
option (AVO) and the buyer value option (BVO). 
Employers can execute each of these programs 
independently or engage an RSP to act as its 
representative in the purchase and sale of  
a transferee’s home.

AVO 
In an AVO program, a transferee’s home is 
usually appraised upon initiation of the 
home into the home sale program. This 
establishes the value at which the RSP will 
pay for the home if it is still on the market 
at the buyout date (30/60/90 days after the 
appraisal). This guaranteed buyout option 
ensures that the RSP will purchase the home 
if it does not sell to an outside buyer after 
being marketed for a specified period of time. 
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Fixed-Fee Home Sale Programs Improve 
Predictability and Reduce Real Estate Risk 
in Slow Housing Markets  

There are several reasons why homes go into 
inventory:

Local Market

•	Days on market; market absorption

•	Oversupply; new home inventory; job market

Program Type

•	Days from list to appraisal

•	Days from appraisal to buyout eligibility date

•	Days until appraisal expires

Company Policy

•	No listing caps vs. broker estimate

•	No existence of home sale bonus for transferee

•	Property limitations

Broker Selection

•	Use of employee’s “own agent” vs. a qualified 
preferred broker

No Home Marketing Process

•	Need to effectively list, market and show  
the home 

Appraisal Process

•	 Lack of an effective appraisal management 
process

•	Untrained appraisers

•	 Ineffective review process

Home Value

•	Higher-value homes are more likely to go  
into inventory

Individual Home	

•	 The condition and appeal of the home

Home Inventory Issues?



*

Once the RSP closes the purchase of the 
home with the transferee, the employer 
is responsible for all expenses and risks 
associated with ownership of the home until 
it is resold to an outside buyer. The RSP 
invoices the employer for the cost of the 
home purchase, ownership and ultimate sale. 
These costs include a variety of expenses, such 
as appraisal costs, carrying costs, taxes, title 
fees, and any repair and maintenance costs, as 
well as any loss on the resale of the property.

BVO 
With a BVO program, no appraisal is 
conducted and no guaranteed buyout option 
is offered. Once a buyer is located, the RSP 
purchases the home from the transferee for 
the price established by the outside offer. 
After a short holding period, the RSP proceeds 
to close the resale with the outside buyer. 

This program substantially limits the risk of 
properties going into inventory. The only 
time a property is exposed to inventory is if 
an outside buyer transaction falls through. 
This occurs usually less than 5 percent of the 
time; the risk of inventory in a typical AVO is 
20 percent or more.

The disadvantages of the BVO program include 
the impact of not offering a guaranteed buy-
out, which means there is no limit on the 
amount of time the home can remain on the 
market. This can significantly delay a trans-
feree’s relocation schedule, as they may not 
be able to begin their new position until their 
home sells. Transferees may also become 
frustrated because they can’t sell their home; 
because they are paying temporary living 
costs; or because they are making frequent 
trips to their new location, and, as a result, 
the transferee may back out of the relocation 
altogether.

There are several inherent challenges with most 
traditional cost-plus home sale programs, and while 
some employers are comfortable with the risks 
associated with these challenges, others are not. 
Employers may experience:

•	 Unpredictable total home sale cost 

•	 Multiple invoices, oftentimes from  
	 multiple vendors

•	 Upfront appraisals 

•	 Chain-of-title risk exposure to employers

•	 Risk of home ownership 

•	 Home sale losses treated as capital losses 

•	 Unpredictable total relocation cost

Additionally, in order for a relocation home sale 
program to be compliant with IRS requirements, 
employers must take on a certain amount of risk. 
This may include those risks associated with fall-
through or other home ownership expenses incurred 
until the home is sold. 

Fixed-Fee Home Sale Programs  
Fixed-fee programs operate like traditional cost-
plus models (AVO and BVO); however, in a fixed-fee 
buying environment, there are benefits above and 
beyond a traditional cost-plus program. Fixed-fee 
home sale programs, which are available only by 
outsourcing the home sale program, offer a more 
predictable, or lower risk home sale alternative.  
In contrast to the varying costs of other home sale 
programs, with a fixed-fee program, employers pay 
one all-inclusive fixed fee based on a percentage 
of the price paid by the RSP to the employee to 
acquire the home. Since that percentage value does 
not change from move to move, employers can 
better determine the total cost of relocation based 
on a home’s value and can more accurately budget 
home sale relocation costs up front. 

All costs associated with the sale of the transferee’s 
home are covered with this one fixed fee. These 
may include costs such as:

•	 Appraisals

•	 Inspections

•	 Carrying costs

•	 Closing costs

•	 Losses on resale

•	 Home sale management fees

•	 Cost-of-title work

•	 Repairs/maintenance

•	 Real estate commissions

•	 Real estate taxes

•	 Insurance

Traditional home sale programs do not consolidate 
these charges. With multiple line-item costs and 
after-the-fact “cost-plus” pricing, ongoing costs and 
risks are hard to manage. In addition, since these 
fees vary from move to move, it is difficult for 
employers to accurately budget for relocations. 

Additional Fixed-Fee Program Benefits 
Besides cost predictability, there are three 
additional benefits to fixed-fee programs—
eliminating home ownership, protection of  
loss on sale and avoiding capital loss. 

Eliminates home ownership 
Using a fixed-fee home sale program, the RSP 
assumes ownership of the home and becomes 
responsible for all costs incurred in purchasing  
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or selling the home, including taxes, expenses, 
risks and losses. Additionally, the RSP does not 
pass back to the employer any costs incurred  
by carrying the property in inventory because  
the employer does not and never has owned  
the property. 

No matter how long the home sits on the market, 
employers pay the same fixed fee, regardless of 
the potential loss on resale. In addition, the fixed-
fee percentage does not change, despite what the 
actual costs are to carry the property and resell it.

Side-by-Side Comparisons

Traditional AVO  

Home Sale Program

Traditional BVO  

Home Sale Program

Fixed-Fee  

Home Sale Program

Fixed Fee No. Cost is unpredictable. No. Cost is unpredictable. Yes. Fee is predictable 

and known up front.

Home Sale  

Program Billing

Multiple bills from multiple 

vendors.

Multiple bills from multiple 

vendors.

Single bill from relocation 

service provider.

Appraisals Upfront appraisals 

typically required. 

No appraisals, since buyer 

establishes price.

Appraisals are typically 

delayed in the AVO-type 

fixed-fee home sale 

program or eliminated in 

the BVO-type fixed-fee 

home sale program.

Appraisal Costs Due to upfront appraisal, 

generally incurred and 

paid by the employer.

No appraisal costs, since 

no appraisal is needed.

Not incurred if buyer is 

found prior to appraisal in 

the AVO-type fixed-fee 

home sale program or 

eliminated in the BVO-

type fixed-fee home sale 

program. If incurred, the 

RSP pays.

Chain-of-Title Risk High. Employer is exposed 

to chain-of-title risk.

High. Employer is exposed 

to chain-of-title risk.

None. RSP assumes all 

chain-of-title risk.

Employer  

Exposure Risk

High. Employer assumes  

all risk of home ownership.

High. Employer assumes  

all risk of home ownership.

None. RSP assumes all 

risk of home ownership.

Treatment of  

Home Sale 

Expenses

Most expenses must be 

treated as capital losses  

by employer.

Most expenses must be 

treated as capital losses  

by employer.

Most expenses can 

be treated as ordinary 

business expenses by 

employer.

Customization Limited. Due to standard-

ization of most programs.

Limited. Due to standard-

ization of most programs.

Easy. Fixed-fee programs 

can be designed around 

employer’s risk tolerance.
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