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Tax Notes 
 

IRS Relaxes Safe Harbor Minimum Cash Distribution 
Requirement by REITs and RICs 
 
By Leo Parmegiani, CPA, Partner, K. Joseph Lee, CPA, Partner, and Crystal Chan, EA, Senior Manager 
 
To help conserve vital liquidity during these trying times, the IRS issued Revenue Procedure (Rev. Proc.) 
2020-19 on May 4, 2020 to provide temporary relief to publicly-offered real estate investment trusts 
(REITs) and publicly-offered regulated investment companies (RICs) with regard to their annual required 
cash distributions to shareholders. In connection with elective distributions of cash and stock, the minimum 
amount of cash distribution required to be offered to shareholders is temporarily reduced to 10% from 
20%. This is welcome relief for publicly-offered REITs and RICs. 
 
Background 
 
REITs and RICs are generally required to distribute at least 90% of their taxable income each year as 
dividends and this requirement is generally satisfied through a distribution of cash to their shareholders. 
However, Rev. Proc. 2017-45 provides a safe harbor that allows publicly-offered REITs and publicly- 
offered RICs the ability to satisfy their distribution requirements through distributions of a combination of 
cash and stock, provided that certain requirements are met: 
 

• Each shareholder has the right to elect to receive all or a part of their distribution in cash or stock; 
• Cash distribution cannot be less than 20% of the aggregate declared distribution to all 

shareholders;  
• If a shareholder elects to receive all cash, the shareholder must not receive less than 20% of the 

declaration in cash; and 
• Stock received by a shareholder in a dividend reinvestment plan is treated as stock received in 

exchange for cash received in the distribution.  
 
IRS Urgent COVID-19 Action 
 
Rev. Proc. 2020-19 temporarily modifies this safe harbor by reducing the minimum cash component to 
10% of the total distributions for distributions declared on or after April 1, 2020 and on or before 
December 31, 2020.  
 
The IRS stated that during this time of economic disruption the need for enhanced liquidity is important and 
this revenue procedure allows publicly-offered REITs and publicly-offered RICs to “conserve capital and 
thereby enhance their liquidity.” 
 
Contact Us 
 
Should you have any questions regarding this matter, please feel free to reach out to your PKF O’Connor 
Davies partner or contact any of the following: 
 
Leo Parmegiani, CPA  
Partner 
lparmegiani@pkfod.com 
 
Crystal Chan, EA 
Senior Manager 
cchan@pkfod.com 

K. Joseph Lee, CPA  
Partner 
jlee@pkfod.com  
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About PKF O'Connor Davies  
 
PKF O’Connor Davies, LLP is a full-service certified public accounting and advisory firm with a long history of serving clients both domestically 
and internationally. With roots tracing to 1891, twelve offices in New York, New Jersey, Connecticut, Maryland and Rhode Island, and more 
than 800 professionals, the Firm provides a complete range of accounting, auditing, tax and management advisory services. PKF O’Connor 
Davies is ranked 27th on Accounting Today’s 2020 “Top 100 Firms” list and is recognized as one of the “Top 10 Fastest-Growing Firms.” PKF 
O’Connor Davies is also recognized as a “Leader in Audit and Accounting” and is ranked among the “Top Firms in the Mid-Atlantic,” 
by Accounting Today. In 2020, PKF O'Connor Davies was named one of the 50 best accounting employers to work for in North America, 
by Vault. 

PKF O’Connor Davies is the lead North American representative in PKF International, a global network of legally independent accounting and 
advisory firms located in over 400 locations, in 150 countries around the world. 
 
Our Firm provides the information in this e-newsletter for general guidance only, and it does not constitute the provision of legal advice, tax 
advice, accounting services, or professional consulting of any kind. 


