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There are a variety of ways taxpayers can hold title to investment real property. To see a simple comparison, visit: Holding Title to Real Property, a Comparison of Three Different Methods. This article will address tenant in common ownership of real property.

Tenant in common ownership, sometimes called a tenancy in common, is a method of holding title to property involving multiple taxpayers that originated in English Common Law. Currently, all states recognize tenant in common ownership. Where a tenancy in common arrangement is created, each individual owner, called a â€œco-tenantâ€� or â€œco-owner,â€� is said to own an â€œundivided interestâ€� in the property. There can be any number of co-owners. A significant feature of a tenancy in common is that each co-tenant has the right to use the entire property even though their respective interest in the property is generally less than 100%. This common right to use the whole property can create conflicts among the co-owners. It is generally advisable to have a written tenancy in common agreement among the co-owners covering the ownersâ€™ obligations to maintain and use the property.

In most other respects, a tenancy in common owner can deal with his or her interest in the property much like a fee owner (a person who owns the real property individually). For example, each co-owner may transfer his or her interest in the property without the consent of the other co-owners. When a co-tenant dies, his or her share of the property will generally pass to a successor through a will or through the law of intestacy to the ownerâ€™s heir or heirs who become a tenant in common with the other co-owners. Unlike a joint tenancy ownership arrangement, there is no right of survivorship in the surviving co-tenants.

A co-tenantâ€™s sale of his or her interest is a sale of an interest in real property under federal tax law. Thus, a taxable gain or loss will be recognized by the taxpayer on a disposition of the property. UnlikeÂ certain other ways of holding title to property involving multiple owners, such as a partnership, limited liability company or limited partnership, each co-owner is treated as a separate seller on a sale or other taxable disposition of the commonly owned property. In the case of a pass-through legal entity, such as a partnership, the legal entity is treated as the transferor and the resulting tax liability is allocated to the partners or members. This can present a problem in situations where some partners want to liquidate their interests for cash in a taxable sale and others desire to engage in a 1031 exchange for other like-kind real property. With a tenancy in common ownership arrangement, however, each seller can elect to cash out or reinvest in like-kind property. This can be a significant advantage when ending the co-ownership arrangement with a sale of the property.

In the event a co-owner decides to engage in a 1031 exchange, the rules that apply to a fee owner are generally applied to the co-ownerâ€™s interest in the real property. For example, for full tax deferral, the co-owner must reinvest all of the net equity received in the sale transaction and acquire replacement property that is worth the same or greater than the value of their tenant in common interest in the relinquished property.

Traditional tenant in common ownership should not be confused with the concept of â€œTICâ€� or â€œDSTâ€� ownership which are generally associated with fractional ownership in commercial replacement property set up by a commercial real estate sponsor. These sophisticated arrangements have other implications and complications beyond the discussion in this short article. To learn more about DST and TIC fractional ownership, click on Delaware Statutory Trusts versus TIC Ownership.
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			Experience

Established in 1990, API  has successfully facilitated over 200,000 1031 exchanges. Learn more...



Expertise

API's Senior Exchange Counselors, attorneys and CPAs are available to discuss exchanges of any complexity-from standard delayed to improvement and reverse transactions. Learn more...



Security

Our foremost concern is security of the exchange proceeds, as exemplified by our addition security measures. Learn more...
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			Receive the most up-to-date 1031 exchange related information.

Subscribe Now


					You just helped me obtain a new customer! Looking forward to working with you on this one. Thanks again!



Bill K., Texas

Our exchange paperwork was flawless and always on time. Thank you.


William T., California

I wanted you both to know how much I appreciate you both and all the hard work you do for me and my clients. The reason I recommend you to all my clients is because you are NOTHING SHY OF AWESOME! 



Sandy R., California

You and your office are also a pleasure to work with. Thank You.



Lisa M., Bronx

So friendly, personal, efficient and competent (and painless).


Richard G., New York

Thank you so much. You helped make a difficult and complicated situation a pleasure, thank you!



Sandra C., California

Thank you for the very professional way in which my transactions were handled, making this a pleasant and efficient process. Thanks as well to all your associates who were very gracious to work with.


Lori H., Massachusetts

We greatly appreciate the business we do with you and Asset Preservation and your consummate professionalism.  No doubt we look forward to doing a lot more business together!


Andy S., New Jersey

Iâ€™m not just a client, Iâ€™m also a real estate broker.  When investor-clients and other real estate professionals ask who I recommend to facilitate a 1031 exchange, I will enthusiastically say â€“ Asset Preservation. Thank you for a wonderful experience!



Deborah P., New York

One phone call and they took care of everything, no questions - no problems.


Douglas B., Texas

This is my second 1031 exchange with API and again you hit it out of the park. Thanks for great work.



Beverly W., Colorado

Excellent service. Responsive, professional, and easy to do business with. Everyone I worked with was excellent!



Ferol L., San Diego

Appreciated the instant availability whenever I had a question. Also, greatly appreciated the timely notices and reminders. Thank you for a job well done.


Alice S., Wisconsin

We are so thrilled with your assistance with the reverse 1031 exchange. You knew exactly when and how to do each step and how to keep us moving in the right direction. You could explain issues to us that we had difficulty comprehending. We would be delighted to use API again and also recommend the firm to others.


Jill H., Maine

Your team is great!!! You guys deliver on what you promote when talking about the company at industry events â€“ Thank you!


A.L., Los Angeles

We appreciate everyone's efforts and diligence. The coaching to avoid boot was awesome. Great service!



Allison L., Santa Monica

Thank you for your assistance. You made my client a very happy woman.



Cristopher C., New York

This is our 4th property exchange with you. Every one of them has been a "10" experience.


Berry, Colorado

I had such efficient people handling the paperwork and walking me through this 1031 process. I would definitely consider doing it again.



Pat H., California

Thank you for always being responsive and prompt to my needs.



Anthony C., New York
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