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Tax Policy on the Tax-Free Reimbursement of Interview-Candidates Travel, including their Families and Dependents During the Interview Process[footnoteRef:1] [1:  Please know that this tax policy is separate and distinct from the tax policy on relocation which can be found at SPG 201.68, Moving and Relocation Expenses. When the primary purpose of the candidate’s travel is for relocation, the travel for the candidate and their family will be considered taxable income to the candidate. ] 

I.	Overview
II.	General Rule
III.	Substantiation Requirements
IV.	Pre-Trip Assistance

I.	Overview

Schools, colleges and units (SCU) may reimburse travel expenses incurred by interview- candidates on a tax-free basis. The reason is that it is inherently understood that a business purpose is served because the candidate is a prospective employee who is interviewing at the invitation of the University of Michigan (U-M). Family members, including partners, and dependents who accompany the candidates may also be reimbursed tax-free for their travel expenses however, unlike with the candidates, a clear business purpose must be established.[footnoteRef:2].  [2:  Acacia Mutual Life Insurance Company v. United States of America U. S. District Court, Dist. Md., Civil No. 16469, 272 F. Supp. 188, (July 26, 1967) and United States v. Gotcher 401 F.2d 118 (5th Cir. 1968)] 


U-M recognizes that family members and dependents which are defined to include household members are as much a part of the decision-making process as the interview candidate when it comes to living in their new homes and community. Accordingly,  a business purpose is established, meaning U-M will reimburse their travel expenses on a tax-free basis when they travel for the final interview even when they are not directly involved in the interview process. 

It is important to note that this policy does not apply to candidates who are currently employed at the University of Michigan.  

Eligibility for reimbursement of interview-related travel expenses is allowed up until the candidate's hire date, at which point their employment with U-M begins, provided that the Payroll Office has received all necessary forms to initiate employment.



II.	General Rule

Reimbursements for travel expenses made to interview-candidates by a SCU for expenses incurred in connection with interviews for possible employment, which are conducted at their invitation, are not “wages” and are eligible for tax-free reimbursement.[footnoteRef:3] [3:  Revenue Ruling 63-77.] 


Travel expenses for family members and dependents of a candidate will be eligible for tax-free reimbursement when all of the following apply:
· The candidate is a finalist for the position and traveling primarily for the final interview, as opposed to relocation (e.g., house hunting, moving, etc.)[footnoteRef:4], [4:  Relocation expenses include, but are not limited to, temporary housing, travel expenses for house-hunting trips, and moving expenses. Generally, interview travel must be roundtrip, with the candidate returning home, in order not to be considered relocation travel. Reimbursement of relocation expenses was made taxable under the Tax Cuts and Jobs Act of 2017 and permanently extended under the One Big Beautiful Bill Act of 2025.] 

· An offer would require the candidate, along with any family members and dependents traveling with them, to relocate their household to an area near U-M for the position,
· The candidate had not previously been reimbursed for family and dependent travel, and
· The candidate is currently not an employee of U-M.

On a separate but related note, the SCU may reimburse the travel expenses of the candidates’ family members when they are included in the interview process. In this case, the SCU must provide documentation of their role and responsibilities, such as an agenda, etc.

III.	Substantiation Requirements

To be eligible for tax-free reimbursement, the following information must be documented:
1. Position Title - What is the name of the position being filled?
2. Candidate Name - Who is the individual being recruited?
3. Finalist Status - Is the individual a finalist for the position?
4. Partner Name - Please provide the name of the partner accompanying the candidate being recruited.
5. Purpose of Partner Travel - What is the purpose of reimbursing the partner’s travel? (e.g., visiting Ann Arbor/UM, exploring area schools and housing options)
6. Children’s Details - If children are included and additional expenses are incurred, please provide their approximate ages (e.g., high school-aged, elementary-aged).
7. Other Accompanying Household Members - Please provide the names of the household members and indicate their relationship to the candidate and the purpose of their visit.
8. Interview and Travel Details - Please provide the interview meeting agenda and travel itinerary for the candidate’s visit.
IV.	Pre-Trip Assistance
If administrators with the SCU have any questions regarding whether the travel expenses incurred by candidates or their families and dependents will qualify for tax-free treatment, please contact the Tax Compliance and Planning Office no less than five business days before the trip at taxreporting@umich.edu with the information listed in Section III and the tax team can provide guidance.
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