WHAT MAKES TICs TICK
They represent a great solution for the mature real estate investor.
provided by Leonard R. Simpson, RFC®, AIF®
A terrific solution to a common dilemma. It’s a classic scenario: an experienced real estate investor finally grows weary of dealing with tenant concerns, property manager selection and vendors and wants some relief. Maybe he or she wants to retire. Maybe the investor wants to get out of less desirable or “problem” properties and restructure a portfolio.

Here’s the hitch: selling a highly appreciated property will trigger major capital gains taxes. The solution, obviously, is a 1031 tax-deferred exchange – and for many mature real estate investors, the best option turns out to be a 1031 exchange into a Tenant-in-Common (TIC) property. It is a great strategy to defer taxes, reduce real estate risk, and improve profit potential.

An upgrade from the usual like-kind exchange. A basic 1031 exchange provides a way to defer capital gains tax, plus a route out of a problem property toward a property with better potential. The 1031 TIC replacement option goes a step further: it meets like-kind criteria while giving an individual an opportunity to invest in institutional real estate. 

A fractional ownership interest in a prime property. TIC investment is an excellent way to diversify a real estate portfolio. As a TIC is an undivided fractional interest in a "whole" property, it actually gives you the same rights as a sole owner while being an alternative to sole ownership. You have a deeded interest, and you can transfer your ownership interest independently of the transfer of other TIC interests in the property.
As TIC ownership interests are priced on a percentage basis, arranging a like-kind exchange is convenient. In fact, an accredited investor can invest in TICs all over the country, and exchange out of a property into multiple TICs to build a diversified portfolio of replacement properties. 

A step up for the sole investor. Wealthy as he or she may be, the average individual real estate investor is not ready to purchase a 300-unit apartment community, a 10-story commercial office building, or a major shopping mall. But TICs “open the doors” to these high-grade NNN-leased properties featuring elite third-party management and fixed-rate, non-recourse loans. Instead of having to put up with the usual "toilets, tenants and trash," an investor gets money in the mailbox in exchange for the fractional ownership.
A securities investment. TICs are securitized, so the average real estate broker or agent cannot arrange a TIC investment. It takes a securities-licensed investment advisor. Potential TIC investors also need to meet the Securities and Exchange Commission definition of an accredited investor. That definition includes individuals with a net worth of $1 million or more or annual income of $200,000 or more, or trusts or partnerships with assets of $5 million or more.1 
Is this for you? If you are (or you know) an experienced real estate investor whose portfolio contains one or more highly appreciated properties, the TIC investment opportunity might be just the remedy to defer taxes, retire and diversify. Inquire about it today with a qualified, securities-licensed investment advisor. 
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