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TENANCY IN COMMON INTERESTS; UNDIVIDED FRACTIONAL INTERESTS

SECTION 1. PURPOSE

This revenue procedure specifies the conditions under which the Internal
Revenue Service will consider a request for a ruling that an undivided fractional interest
in rental real property other than a mineral property as defined in section 614 is not
an interest in a business entity, within the meaning of! 301.7701-2a of the Procedure
and Administration Regulations.

This revenue procedure supersedes Rev. Proc. 2000-46, 2002-2 C.B. 438, which
provides that the Service will not issue advance rulings or determination letters on the
questions of whether an undivided fractional interest in real property is an interest in an
entity that is not eligible for tax-free exchange under! 1031a1 of the Internal
Revenue Code and whether arrangements where taxpayers acquire undivided fractional
interests in real property constitute separate entities for federal tax purposes under!
7701. This revenue procedure also modifies Rev. Proc. 2002-3, 2002-1 I.R.B. 117, by
removing these issues from the list of subjects on which the Service will not rule.
Requests for advance rulings described in Rev. Proc. 2000-46 that are not covered by
this revenue procedure, such as rulings concerning mineral property, will be considered
under procedures set forth in Rev. Proc. 2002-1, 2002-1 I.R.B. 1 or its successor.

SECTION 2. BACKGROUND

Section 301.7701-1a1 provides that whether an organization is an entity
separate from its owners for federal tax purposes is a matter of federal law and does
not depend on whether the entity is recognized as an entity under local law. Section
301.7701-1a2 provides that a joint venture or other contractual arrangement may
create a separate entity for federal tax purposes if the participants carry on a trade,
business, financial operation, or venture and divide the profits therefrom, but the mere
co-ownership of property that is maintained, kept in repair, and rented or leased does
not constitute a separate entity for federal tax purposes.




