
 

 

Part I 
 
Section 61.--Gross Income Defined 
 
 
26 CFR 1.61-6:  Gains derived from dealings in property. 
(Also §§ 82, 1001; 1.82-1, 1.6045-4) 
 
 
 
 
 
 
 
 
 
Rev. Rul. 2005-74 
 
 
ISSUE 
 

Whether the transactions in the following situations are, for federal tax purposes, 

a sale of a home by an employee to an employer through the employer’s agent, a 

relocation management company, followed by a separate sale of that home by the 

employer to a third party buyer, or one sale of the home from the employee to the third 

party buyer facilitated by the employer through the relocation management company. 

FACTS 

Situation 1 

 Company X enters into a contract with Y, a relocation management company, to 

provide relocation assistance, including a home purchase program, to employees of X 

whom X is relocating to new job sites.  Under the contract, Y agrees to act as X’s agent 

in purchasing at fair market value the homes of employees who are being relocated and 

then selling the homes to third party buyers.  X is liable for all costs incurred by Y in 

purchasing and selling the homes.  X also is liable for any losses incurred by Y on the 
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sale of any home, and is entitled to proceeds from the sale of a home in excess of the 

costs of purchasing the home.  In no event will X, or Y as X’s agent, pay an employee 

any amount representing gain on the subsequent sale of the employee’s home to a third 

party buyer.  X agrees to pay Y a fee for performing these services on X’s behalf. 

 A is an employee of X that X is relocating to another job site.  Pursuant to the 

contract with X, Y offers its services under the home purchase program to A.  A 

chooses to use Y’s services and selects two appraisers from a list maintained by Y.  

Each appraiser prepares an appraisal of A’s home, and the appraisals are averaged to 

determine the fair market value price at which Y will offer to purchase the home.   

 The purchase price for A’s home determined under the appraisal process is 

$500x.  Under a proposed contract of sale, Y offers to purchase A’s home for $500x.  

This offer remains open for 90 days.  If A accepts Y’s offer by signing the contract of 

sale, the contract of sale requires A to vacate the home and deliver possession to Y 

within a specified period of time.  If the amount of Y’s offer is less than the outstanding 

balance on A’s mortgage, the contract of sale requires A to pay the difference to Y at or 

before the closing of the sale.  The contract of sale is not contingent or dependent in 

any way upon Y’s entering into a sales agreement with a subsequent third party buyer, 

or any other event associated with Y’s subsequent sale of the home, such as the 

buyer’s qualification for financing or the settlement date.  Under the contract of sale, Y is 

unconditionally obligated to pay the $500x purchase price and may assume, take 

subject to, or otherwise become responsible for any outstanding mortgages, liens, and 

encumbrances.  The contract provides that Y becomes unconditionally obligated for all 

maintenance, taxes, insurance, expenses, risks, losses, and costs associated with the 


