7898. What is gross income of a REIT for purposes of the income qualification tests?

Gross income, for purposes of the REIT income qualification tests, is determined in the same manner as for any other entity under IRC Section 61.
 Therefore, losses from the sale of stock, securities, real property, etc. do not impact the REIT’s gross income. However, the gross income from a REIT does not include amounts realized in a prohibited transaction, which, for REIT purposes, means income from the sale of property that has been held primarily for sale to customers in the ordinary course of business.

Income earned by qualified REIT subsidiaries that are wholly-owned by the REIT must be included in the REIT’s gross income.
 

A REIT who owns interests in a partnership is also required to include in its gross income the share of partnership income that corresponds to its proportionate ownership share of the partnership’s assets.
 See Q 7895 for more information on the treatment of partnership interests in the REIT context.
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