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Next issue: Incorporating
REITs into your clients’
investment plan

WHAT MAKES AN REIT?
1o gualify a5 an REIT, companies
must fulfill the following Internal
Revenue Code provisions:

= lnwest at least 75 percent of iis
total assets in real estate

= Derive at feast 75 percent of its
gross incarme from rents or interest on
mortcages of real estate properties

= Annually distribute at jeast 90
parcent of iis taxable income to its
shareholders

* EBe mianaged by trustees and be a
taxabie corporation

= Have a minimum of 100 share-
holders with no more than 50 per-
cent of ts shares held by five indj-
vidual shareholders ar less during
at [east half of the taxable year

= Have fully transferable shares

= No more than 20 percent of its
asseis may be composed of stocks |
intaxable REIT subsidiaries.
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Safety in Real Estate?

Real Estate Investment Trusts provide
diversification and security in a volatile market

i
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The big crash in the technology secror and the weak economy have been the drvin
force behind investors looking for safer ways to invest cheir hard earned dollars
While Money Markers and CDs have historically harbored investor’s monéy dunng
the darker days of the stock marker, Real Esrate Investment Trusts (REITs) have
become increasingly more popular.

According ro the Navional Association of Real Estate Investment Truses (NARF
IT}, as of November 30, 2003 there are approximarely 172 publicly zraded REITs
with a combined equity marker capiralization of $215 billion. While the number
publicly rraded REITs has declined over the past decade or so, this doesn’t derract
from their attracring financial planners and investors alike. The 172 publicly rrade.
REITs own $400 billion worth of commercial real estare and DRUEGE DUE impressive
dividend yields and cversll recurns.

A Real Esrare Investment Trust is a company that owns, manages, develops, sel!
or finances various real estate properties such as office buildings, medical faciline
shopping malls, apartment complexes, hatels and mortgages. There are many |
visions required by the Internal Revenue Code for 2 company to qualify as a RETT
(see sidebar).

Created by Congress in 1960 and improved upon in the Tax Reform Act of 1986
REITs aliow smaller tnvestors to reap the benefirs of large-scale, income-producing
cammercial properties. They're patterned affer investment companies and murual
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