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IRS issues Revenue Procedure 2020-19 
relating to Elective Stock Dividend Relief for 
Publicly Offered RICs and Publicly Offered 
REITs 
 

On May 4, 2020, the Internal Revenue Service (IRS) issued Revenue Procedure 2020-19 providing temporary 
guidance on the treatment of certain stock distributions by publicly offered Regulated Investment Companies (RICs)1 
and publicly offered Real Estate Investment Trusts (REITs)2.  Revenue Procedure 2020-19 temporarily modifies the 
safe harbor provided in Revenue Procedure 2017-45, by reducing the minimum required aggregate amount of cash to 
not less than 10 percent of the total distribution for elective cash-stock distributions.  The guidance is effective for 
distributions declared between April 1, 2020, and December 31, 2020, by publicly offered RICs and publicly offered 
REITs. 

Background 

Generally, a RIC or REIT avoids entity level tax by satisfying requirements under Parts I and II of Subchapter M of the 
Internal Revenue Code of 1986, as amended (the Code), including the requirement to make annual distributions that 
are eligible for the dividends paid deduction (DPD) under §561 of the Code.  Accordingly, a distribution paid by a RIC 
or REIT must be comprised of property—"money, securities, and any other property”—to be eligible for the DPD3.  
§317 specifically excludes stock in the corporation making the distribution (or rights to acquire such stock) from the 
definition of property.  However, there is an exception under §305(b) which treats the distribution by a corporation of 
its own stock as a distribution of property to which §301 applies, if payable at the election of a shareholder in a 
combination of stock or property.   

In the absence of general guidance specific to RICs and REITs, the IRS previously issued several Private Letter Rulings 
(PLRs) to certain REITs confirming that the offer to shareholders of a dividend in which the total amount of available 
cash to be distributed is not less than 20% of the aggregate dividend would satisfy the distribution requirements 
under Subchapter M of the Code.4  The financial crisis of 2008 caused an immediate demand for liquidity and capital 
conservation in the investment management industry.  As a result, the IRS and Treasury temporarily replaced the 
relatively lengthier process of requesting a PLR with general guidance regarding elective cash-stock distributions.  The 
scope includes RICs and REITs the stock of which is traded on an established securities market in the United States, 
“publicly traded.”  The guidance was issued in two Revenue Procedures, initially with Revenue Procedure 2008-68 
addressing publicly traded REITs, then with Revenue Procedure 2009-15 addressing publicly traded RICs.  The IRS 
and Treasury also recognized that publicly traded RICs and publicly traded REITs needed additional liquidity, thus the 
cash limitation—"limitation on the amount of money to be distributed in the aggregate to all shareholders”5—was 
temporarily lowered to 10% of the aggregate distribution for dividends declared with respect to a taxable year ending 
on or before December 31, 2009.   
 

 

 

1 As defined in §67(c)(2)(B).  
2 As defined in §562(c)(2).  
3 See definition of a dividend in §316 
4 See for example IRS Letter Ruling 200615024, IRS Letter Ruling 200618009, IRS Letter Ruling 200406031 
5 Revenue Procedure 2009-15 

Investment management tax alert 

javascript:void(0)


 

2 

 

 

 

Revenue Procedure 2010-12 amplified and superseded previous guidance for both publicly traded RICs and publicly 
traded REITs, extending the relief for two additional years for distributions declared on or before December 31, 2012, 
with respect to a taxable year ending on or before December 31, 2011.    

In August 2017, the IRS and Treasury finalized guidance relating to elective cash-stock distributions. Revenue 
Procedure 2017-45 provides a safe harbor for RICs and REITs that make distributions to a shareholder with respect to 
their stock to ensure that such distributions of stock in lieu of cash are treated as distributions of property to which 
§301 applies by reason of §305(b).  Consistent with previously issued PLRs, certain conditions must be met including 
the requirement that the cash limitation percentage be at least 20% of the aggregate distribution.  Revenue Procedure 
2017-45 amplifies previous Revenue Procedures with an expanded application to publicly offered RICs and publicly 
offered REITs, and with formal definitions of key terms including “Cash Limitation Percentage” along with the details 
for the computation of such percentage.   

In response to the COVID-19 Global Pandemic, Revenue Procedure 2020-19 was issued providing temporary 
modification to Revenue Procedure 2017-45 intended for RICs and REITs facing liquidity concerns during the current 
disruption in the global economy.  The change is similar to that made during past economic downturns in that it 
temporarily reduces the cash limitation percentage to not less than 10% of the aggregate distribution of an elective 
cash-stock distribution by a RIC or REIT.  It applies solely to distributions declared by publicly offered RICs and 
publicly offered REITs on or after April 1, 2020, and on or before December 31, 2020. 

 

Observations 

The guidance provided under both Revenue Procedure 2017-45 and Revenue Procedure 2020-19 only applies to 
publicly offered RICs and publicly offered REITs and does not apply to all RICs and REITs qualified under Subchapter M 
of the Code.  A RIC or REIT not afforded relief under the current guidance may consider requesting a PLR with respect 
to cash-stock distributions.  

 

 

 

 

 

 

For additional information or questions, please contact: 

 

 

This alert contains general information only and Deloitte is not, by means of this alert, rendering accounting, business, financial, investment, legal, tax, 
or other professional advice or services. This alert is not a substitute for such professional advice or services, nor should it be used as a basis for any 
decision or action that may affect your business. Before making any decision or taking any action that may affect your business, you should consult a 
qualified professional adviser. Deloitte shall not be responsible for any loss sustained by any person who relies on this alert. 
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