/P asymmetric

TALENT SOLUTIONS

® TALENT INTELLIGENCE - RESOURCE GUIDE

Employer Relocation
Packages.
Structures, Taxes &
Repayment Terms.

Relocation is one of the most misunderstood line items in an offer. Employers
assume a number is a number. Candidates assume the company is covering
their move. The gap between those two assumptions is where deals quietly
fall apart. This guide closes it.

CURRENT AS OF REFLECTS OBBBA & FOR EMPLOYERS &
2026 CA AB 692 CANDIDATES

WHAT'S INSIDE

¢ The six delivery structures ¢ What the tax law actually says
¢ The real-dollar net impact ¢ Clawback & repayment tiers
¢+ The California exception ¢ Side-by-side comparison
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OVERVIEW

A Clear, Honest Picture of What Relocation Actually
Delivers

This guide breaks down every structure an employer can use to deliver relocation assistance, how each
one is taxed under current law, and how tiered repayment (clawback) provisions work when a hire does
not stick. Whether you are an HR leader building a mobility policy, a hiring manager evaluating a candidate
who needs to relocate, or a candidate trying to understand what you are actually receiving, this guide gives
you a straight answer.

DELIVERY STRUCTURES

The Six Relocation Delivery Structures

There is no single “right” way to pay for relocation. The structure an employer chooses signals
priorities, risk tolerance, and how much they actually want the candidate to land well. Here are the six
primary methods in use today.

1. Lump-Sum / Flat-Rate Payment

The employer pays a fixed dollar amount directly to the employee, usually through payroll. The
employee controls every spending decision. No receipts, no approvals, no back-and-forth. This is
the most administratively efficient structure and the most common in technical and professional
hiring.

The tradeoff is straightforward: the candidate absorbs all cost risk. If the move costs more than the
lump sum, that is their problem. If it costs less, they keep the difference. For employers, this
structure eliminates administrative drag entirely. For candidates in competitive markets, it is often
perceived as the least generous option because the face value overstates what they actually net
after taxes.
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2. Signing Bonus (Positioned as Relocation)

Functionally identical to a lump-sum, but framed as a signing incentive rather than a cost-coverage
tool. The distinction is primarily narrative. Some employers prefer this framing because it positions
the payment as a reward for choosing the company rather than an expense reimbursement. The
IRS treats them exactly the same. Both are processed through payroll as ordinary wages.

The practical difference surfaces in negotiation. A “signing bonus” carries different optics than a
“relocation allowance” and can affect how candidates perceive the total offer. In retained search, it
is worth noting which label a client prefers before building the offer narrative.

3. Expense Reimbursement

The candidate pays all moving costs out of pocket, retains receipts, submits documentation, and
gets repaid up to a defined cap. Employers who want cost controls or audit trails often prefer this
structure. It protects against candidates treating a lump-sum as discretionary income while
spending minimally on the actual move.

The downsides are real. The candidate bears cash-flow risk for weeks or months while waiting for
reimbursement. Administrative burden is higher for both parties. And critically, the tax treatment
is identical to a lump-sum. Since the Tax Cuts and Jobs Act of 2017 (TCJA), reimbursements offer no
tax advantage over a cash payment. The added complexity delivers no tax benefit.

4. Direct Billing / Vendor Payment

The employer contracts directly with a moving company, storage provider, or temporary housing
vendor and pays the bills without money ever passing through the candidate’s hands. For large,
complex moves, this eliminates the cash-flow burden entirely. The employee never touches the
money, which many candidates perceive as more supportive.

The catch: the IRS does not care that the candidate never received a check. Employer-paid vendor
costs are still reported as imputed income on the employee’s W-2. The employee owes taxes on
amounts they never received. For candidates who are not expecting this, it can be a jarring tax-
season surprise.
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5. Tax Gross-Up (Layered on Any Method Above)

A gross-up is an additional payment from the employer designed so the employee nets the
intended relocation amount after taxes. It is not a standalone delivery method. It is a modifier that
can be applied to any of the structures above.

The math is simple: intended net amount divided by (1 minus the combined tax rate) equals the
gross the employer must pay. Take a $10,000 intended net benefit. At a combined supplemental
rate of roughly 35% (22% federal supplemental withholding, plus state income tax, plus FICA), the
employer pays about $15,400 so the employee nets $10,000. The gross-up portion alone, the extra
dollars layered on top, typically runs 50% to 55% of the underlying relocation amount at common
combined rates. This structure is the most employer-costly but also the most candidate-positive. It
eliminates the “sticker price vs. net value” problem entirely. For senior or executive hires, the cost
of a gross-up is typically far smaller than the optics of an uncompetitive offer.

6. Third-Party Relocation Management (Managed Move)

The employer engages a Relocation Management Company (RMC) to coordinate every aspect of
the move: vendor sourcing, temporary housing, home-sale assistance, storage, destination
services, and cultural support. The RMC bills the employer directly and manages the candidate’s
experience throughout.

This is the most comprehensive and most expensive option. Every dollar spent through an RMC is
still imputed income to the employee and reported on their W-2. RMC arrangements make the
most sense for executive-level hires with complex moves, international relocations, or situations
where candidate experience is the primary concern. For individual contributor roles, this level of
infrastructure is typically cost-prohibitive and unnecessary.

THE PART EVERYONE GETS WRONG

Tax Reality: What the Law Actually Says in 2026

This section is the most important part of this guide. The tax environment for employer-paid relocation
has fundamentally changed, and those changes are now permanent.
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The TCJA Made All Relocation Taxable

The Tax Cuts and Jobs Act of 2017 suspended the exclusion from income for employer-provided moving
expense reimbursements and suspended the above-the-line deduction for employee moving expenses.
That suspension applied to all civilian employees. Active-duty military personnel remained exempt.

The One Big Beautiful Bill Act Made It Permanent

In 2025, the One Big Beautiful Bill Act (signed into law in July 2025) permanently eliminated any future
reinstatement of tax-free relocation treatment for non-military, non-intelligence-community employees.
The TCJA suspension had been scheduled to lapse at the end of 2025. It will not. There is no sunset date
and no legislative window where this reverses. The preferential tax treatment for civilian relocation is gone
for the foreseeable future. Narrow carve-outs remain for active-duty Armed Forces members and certain
Intelligence Community personnel.

+ WHAT THIS MEANS PRACTICALLY

Every dollar an employer pays for relocation, regardless of method, is treated as ordinary wages
to the employee. The employer must withhold federal and state income taxes, Social Security
(6.2%), and Medicare (1.45%), and pay the employer FICA match on top. The employee receives a
higher W-2 and owes income taxes on the full relocation amount in addition to their regular
salary.

The employee cannot deduct moving expenses to offset this. That option is permanently
gone for civilians.

THE REAL-DOLLAR IMPACT

$6,500 to $7,200

For a $10,000 relocation payment to an employee in a 24% federal bracket, assuming a 5% to 6%
state income tax and full FICA, the employee nets approximately $6,500 to $7,200. Without a
gross-up, the candidate receives that much actual value from a $10,000 line item on the offer. This
discrepancy is one of the most common sources of candidate dissatisfaction in relocation-
involved offers, and it is entirely preventable.
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TYING RELOCATION TO TENURE

Clawback Provisions

Clawback (or repayment) agreements condition the employee’s right to keep the relocation payment on
staying with the employer for a defined period. They are standard practice and, in most states,
enforceable.

Standard Tiered Structure

The most common tiered repayment schedule looks like this:

Departure Timing Repayment Obligation
Before 6 months of tenure 100% repayment

6 to 12 months of tenure 50% repayment

12+ months of tenure No repayment

This structure is straightforward and widely recognized by candidates. It aligns the employer’s risk
exposure with the actual value delivered by the hire over time.

Repayment Period Length

Standard payback periods in professional hiring typically range from one to three years, with two years
being the most common for mid-level and senior professional roles. A one-year structure (with the tiered
schedule above) sits on the shorter end of market practice, which can actually serve as a candidate-
friendly differentiator when the offer is competitive.
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+ THE CALIFORNIA EXCEPTION - AB 692

California AB 692, effective January 1, 2026, prohibits most “stay-or-pay” repayment provisions,
and traditional relocation clawbacks sit squarely in its crosshairs. The law applies to agreements
entered into on or after January 1, 2026 (it is not retroactive), and it reaches any worker
performing work in California regardless of where the employer is headquartered.

Terms that force repayment of a debt, restart collection, or impose a penalty or fee triggered by
separation are void as unlawful restraints of trade, with a private right of action attached. A
narrow set of exceptions exists, but standard relocation clawback language does not fit them
cleanly.

Employers hiring into California must have qualified employment counsel review any
repayment terms before using them. This is not a minor procedural issue. It materially changes
how relocation is structured for California-based hires.

THE PROBLEM NOBODY EXPLAINS

Clawback Tax Complications

The clawback scenario creates a tax problem that is almost never disclosed to candidates at the time of
hire. Understanding it matters for both sides.

Same-Year Repayment

If the employee repays the relocation amount in the same calendar year they received it, the employer can
exclude the repaid amount from the employee’s W-2 for that year. The transaction is effectively unwound.
This is the cleanest scenario.

Cross-Year Repayment

If the employee received the relocation payment in one calendar year and repays it in a subsequent year,
the math gets difficult. The employee originally paid income tax on the full gross amount. When they
repay, they repay the gross amount, but the taxes they paid on it are not automatically refunded. They
cannot amend the prior-year return to remove the income.

For repayments over $3,000, the employee may seek relief under IRC Section 1341 (Claim of Right) in the
year of repayment, either as an itemized deduction or a refundable tax credit against the taxes originally
paid. For repayments under $3,000, no deduction or credit is available. The employee absorbs the tax
burden on money they no longer have.
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Employer-Side Clawback Tax Treatment

If the employer originally deducted the relocation payment as compensation expense and the employee
repays it in a later tax year, the employer must report the repayment as income in the year received, not
as a reduction to the prior-year deduction. Both sides face cross-year tax complexity when repayments
bridge calendar years.

PRACTICAL RECOMMENDATION

Employers should disclose the Section 1341 mechanics to candidates at the time of offer. It is not
the employer’s obligation to manage the candidate’s tax filing, but candidates who are blindsided
by this at tax time create significant goodwill damage that outweighs any benefit of withholding
the information.

AT A GLANCE

Structural Comparison

Tax Risk to Employer
Candidate Cost

Best Fit

Structure

Lump-sum (no Low High (nets ~65 to Face value Cost-conscious employers,

gross-up) 72¢ on the dollar) only mid-level hires

Lump-sum + Medium None ~155% of face Senior / executive hires,

gross-up value competitive markets

Expense High Same as lump-sum Face value Employers wanting cost

reimbursement only controls and documentation

Direct billing / Medium to Imputed income Face value + Large moves, candidate-

vendor High (full face value) admin experience-focused

employers

Signing bonus Low Same as lump-sum Face value Offer optics, flexible-use

(relocation) only framing

Managed RMC High Imputed income Face value + Executive relocations,
upfront (full face value) RMC fee international moves

asymmetrictalent.com
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WHAT TO WALK AWAY WITH

Key Takeaways

FOR EMPLOYERS

@ Under permanent law, there is no tax-
advantaged way to structure civilian
relocation. Every dollar is wages.

¢ The single most impactful decision is
whether to gross up. That choice changes
the candidate’s real net benefit by 30% to
40%.

¢ Clawback agreements are enforceable in
most states, but require legal review for
California hires under agreements signed
on or after January 1, 2026.

® Cross-year clawbacks create tax complexity
for both parties. Transparency at the offer

stage prevents goodwill damage later.

FOR CANDIDATES

L 4

Ask explicitly whether the relocation
amount will be grossed up. If not, discount
the face value by your estimated combined
tax rate to understand what you will net.

If you sign a clawback and leave before the
free-and-clear date, find out whether
repayment crosses tax years. If it does,
consult a CPA about IRC Section 1341 relief.

“Relocation assistance” and “signing bonus”
are taxed identically. The label is a framing
choice, not a tax election.

Most firms ask you to trust them. We give you the receipts.

This guide is intended for general informational purposes and does not constitute legal or tax advice. Tax law and
state regulations change, and several provisions referenced here took effect in 2025 and 2026. Consult qualified
counsel for specific situations, particularly for California-based hires and cross-year repayment scenarios.
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Asymmetric Talent Solutions is precision headhunting and talent advisory for the hires that carry real
business risk. Retained search, validated by behavioral science, proven in plain view, closed 100% of

the time.

This is the rigor we bring to every search. When the hire matters, start here.
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