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HONORING NATIONAL ADVANCED
PLACEMENT SCHOLARS

HON. BOB SCHAFFER

OF COLORADO
IN THE HOUSE OF REPRESENTATIVES

Wednesday, April 28, 1999

Mr. SCHAFFER. Mr. Speaker, | rise today
to recognize one of Colorado’s top high school
students, Mr. Aaron Kohl upon receiving a Na-
tional Advanced Placement Scholar from the
College Board. The academic achievement of
Aaron places this student among the best
young scholars in the nation.

Aaron was one of only 1,451 students to
earn the distinction of being named a National
AP Scholar out of 635,000 students who took
Advanced Placement (AP) exams in 1998. To
qualify for this high honor, each scholar had to
achieve grades of 4 or above (the top grade
is 5) on at least eight AP exams and have ac-
cumulated the equivalent of the first two years
of college prior to high school graduation. By
choosing this most challenging curriculum,
Aaron can expect to attend any one of this na-
tion’s most demanding universities.

The College Board established the AP pro-
gram in 1955 to challenge high school stu-
dents with rigorous college-level academic
courses. The program is recognized nationally
for its high academic standards and assess-
ments. In 1998, more than one million AP
exams were administered in 32 different sub-
ject areas. Of the nation’s 21,000 high
schools, almost 12,000 currently offer at least
one AP course.

Mr. Speaker, | invite my colleagues to join
me in congratulating Aaron Kohl. | hold this
student up to the House, and to all Americans,
as an example of the best of America’s stu-
dents.

HONORING MAJOR GENERAL
JAMES MCINTOSH

HON. JIM SAXTON

OF NEW JERSEY
IN THE HOUSE OF REPRESENTATIVES

Wednesday, April 28, 1999

Mr. SAXTON. Mr. Speaker, | rise to pay trib-
ute to Major General James Mclintosh, a high-
ly distinguished leader of the New Jersey Air
National Guard who is retiring after many
years of dedicated service to our great Nation.
Major General Mcintosh was assigned to the
108th Air Refueling Wing and the 204th
Weather Flight, both stationed at McGuire Air
Force Base, and the 177th Fighter Wing,
which is based at Atlantic City International
Airport. He has served our Nation’s military
with great pride and is exemplary as a leader.

Major General Mcintosh entered the Air
Force in 1959 through the Aviation Cadet Pro-
gram at Harlington Air Force Base, TX, and
was commissioned as an aircraft navigator in
1960. He is a Master Navigator with over
6,400 flying hours including 100 combat mis-
sions during the Vietham War. General
Mclintosh entered the New Jersey Air National
Guard in 1978, commanded the 170th Air Re-
fueling Group from 1989 to 1992, and has
commanded the New Jersey Air National
Guard since 1992.

EXTENSIONS OF REMARKS

As our Nation proceeds with its involve-
ments around the globe, the National Guard
will continue to be an integral part of the total
military force structure. Highly qualified citi-
zens participating in the National Guard are
the backbone of our national strength. Leaders
such as Major General McIntosh command
and guide many through the necessary train-
ing efforts that sustain a world-class organiza-
tion.

It has been my privilege to know Major Gen-
eral James Mclintosh and witness his dedica-
tion to the National Guard. He is a true leader
and asset to the armed forces. Major General
Mclntosh serves as a model upon which future
leaders should be based.
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INTRODUCTION OF REAL ESTATE
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ERNIZATION ACT OF 1999
HON. WILLIAM M. THOMAS

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES

Wednesday, April 28, 1999

Mr. THOMAS of California. Mr. Speaker,
today | am pleased to introduce on behalf of
myself, Mr. CARDIN of Maryland, and other
Representatives the “Real Estate Investment
Trust Modernization Act of 1999”. This legisla-
tion modernizes outdated real estate invest-
ment trust (REIT) rules that prevent REITs
from offering the same types of services as
their competitors. | am proud to note that there
are more REITs based in California than any
other State, and REITs have invested more
than $24 billion in California communities.

In 1960, Congress created REITs to enable
small investors to invest in real estate. Prior to
the creation of REITs, real estate ownership
was largely restricted to wealthy individuals
who invested through partnerships and other
means generally unavailable to the broader
public.

Although a variety of factors limited the
growth of REITs through the mid-1980’s, they
played a leading role in reviving weak real es-
tate markets in the wake of the economic tur-
moil of the late 1980’s and early 1990’s be-
cause of their access to public capital markets
and because REITs offer liquidity, security,
and performance which alternative forms of
real estate ownership often do not. Yet, in
more recent years, REITs increasingly have
been unable to compete with private held part-
nerships and other more exclusive forms of
ownership. Antiquated REIT rules prevent
REITs from offering the same types of cus-
tomer services as their competitors, even
though such services are becoming more cen-
tral to marketing efforts.

Current law restrictions require REITs to ad-
here to unworkable distinctions that defy logic
and impede competitiveness. Under current
law, REITs only may provide “customary serv-
ices” to their tenants, that is, services that are
common in the industry and have been tradi-
tionally provided by real estate companies,
such as furnishing water, heat, light and air
conditioning.

The “customary services” standard ensures
that REITs may provide services only after in-
dustry leaders have already done so, thus

April 28, 1999

locking in a competitive disadvantage. In addi-
tion, the vagueness of the standard produces
seemingly irrational distinctions. For example,
REITs can have parking lots for shopping cen-
ters or offices they own, but cannot offer valet
parking. REITs can own apartments, but can-
not provide lifeguards or amenity services.
REIT competitors can—and do—provide all
these services without any restrictions.

The Administration’s fiscal year 2000 budget
acknowledges this problem, and proposes
modernizing REIT rules to permit them to
compete. As the Department of Treasury stat-
ed in its explanation of the Administration’s
revenue proposals, “The determination of
what are permissible services for a REIT con-
sumes substantial time and resources for both
REITs and the Internal Revenue Service. In
addition, the prohibition of a REIT performing,
either directly or indirectly, non-customary
services can put REITs at a competitive dis-
advantage in relation to others in the same
market.”

The Administration addresses this problem
by creating a new category of companies
which it refers to as “taxable REIT subsidi-
aries”. Those entities would be exempt from
current law restrictions that prohibit REITs
from owning either (a) securities of a single
non-REIT entity that are worth more than 5
percent of the REIT’s assets or (b) more than
10 percent of the voting securities of a non-
REIT corporation.

The Administration’s proposal would create
two types of taxable REIT subsidiaries: a
“qualified business subsidiary” that could en-
gage in the same activities now performed by
“third party subsidiaries”; and a “qualified
independent contractor” subsidiary that would
be allowed to perform non-customary activities
for REIT tenants, as well as those services
which also could be performed by qualified
business subsidiaries. The Administration’s
proposal would limit the value of all taxable
REIT subsidiaries to 15 percent of the total
value of the REIT’S assets, but would restrict
subsidiaries providing leading edge type serv-
ices to REIT tenants to 5 percent of the REIT
asset base. The Administration proposal also
would amend the current 10 percent test so
that it would apply to 10 percent of holdings
as measured by the vote or value of a com-
pany’s securities.

Although the Administration’s proposal is a
welcome first step, its narrow focus still would
leave substantial impediments to competition
in place. Today, we are introducing legislation
that builds upon the Administration proposal to
make REITs more competitive.

Our legislation would allow REITs to create
taxable subsidiaries that would be allowed to
perform non-customary services to REIT ten-
ants without disqualifying the rents a REIT col-
lects from tenants, that is, performance of
those services would no longer trigger a tech-
nical violation of the REIT rules.

Toward that end, the 5 percent and 10 per-
cent asset tests would be amended to exclude
the securities that a REIT owns in a taxable
REIT subsidiary. Also, like the Administration
proposal, the 10 percent test would be tight-
ened to apply to both the vote and value of a
company’s securities. In addition, a REIT own-
ing stock of taxable REIT subsidiaries would
have to continue to meet the current law re-
quirement that at least 75 percent of a REIT’s
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