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For a deeper discussion 

of how this issue might 

affect your business, 

please contact:

Real Estate Investment Trusts 
(REITs): Proposed income tax 
amendments

exempts foreign dividends 

declared by non-resident 

companies to South African tax 

residents that hold at least 10% of 

the equity shares in that foreign 

company. Similarly, paragraph 

64B of the Eighth Schedule to the 

Act provides a participation 

exemption from capital gains tax 

in respect of any disposal of 

equity shares in a non-resident 

company where a South African

Foreign investments

Section 25BB of the Act allows a 

REIT (or controlled company) to 

deduct foreign dividends received 

and distributed to investors, in the 

form of a qualifying distribution, 

from its income in determining the 

taxable income of the REIT.

Section 10B of the Act contains a 

participation exemption, which

In brief

On 31 July 2020, National Treasury and SARS published the draft Taxation 

Laws Amendment Bill, 2020 (DTLAB), for public comment. Included in the 

amendments proposed in the DTLAB are amendments to the Income Tax 

Act, 1962 (the Act), that relate to REITs and that give effect to proposals 

announced in the 2020 Annual Budget Review that was presented by 

National Treasury in Parliament in February this year. Regarding 

amendments that relate specifically to REITs, firstly, REITs (and controlled 

companies) will no longer qualify for the participation exemption in respect 

of foreign dividends and capital gains on foreign shares disposed of. 

Secondly, only equity shares (i.e. not preference shares) listed on a 

recognised exchange will be considered for purposes of the definition of a 

REIT.

In addition, another amendment that is relevant for REITs relates to the 

application of the section 11(j) allowance (what is commonly referred to as 

the doubtful debt allowance). In this regard, it is proposed that section 11(j)

of the Act be amended to allow taxpayers, including REITs, that apply IFRS 

9 for financial reporting purposes to claim the allowance in respect of lease 

receivables that have been included in income (currently this allowance is 

not available in respect of any lease receivables).

The purpose of this Alert is to provide a high-level overview of the proposed 

amendments, which are proposed to take effect on 1 January 2021.
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tax resident holds at least 10% of the equity shares in 

the non-resident company. Both section 10B and 

paragraph 64B are subject to certain qualifying 

requirements being met.

According to Government, the above results in a 

mismatch on the basis that REITs benefit from the 

special tax dispensation available to them in terms of 

section 25BB and, at the same time, are entitled to the 

above participation exemptions. In order to address 

this mismatch, the proposed amendments disqualify 

REITs and controlled companies from qualifying for the 

participation exemptions.

Shares listed on an exchange

It is proposed that only equity shares (and not 

preference shares) listed on a recognised exchange 

be considered insofar as the definition of a REIT is 

concerned.

The doubtful debt allowance (section 

11(j)) and REITs

Lease receivables are specifically excluded from 

section 11(j) (i.e. they do not qualify for the doubtful 

debt allowance). Consequently, taxpayers that apply 

IFRS 9 (which would generally include REITs) cannot 

claim the doubtful debt allowance in respect of lease 

receivables.

This results in an anomalous situation for taxpayers 

that have lease receivables that have accrued but are 

in arrears. Such taxpayers are unable to claim doubtful 

debt allowances in respect of such lease receivables.

In order to address this anomaly, it is proposed that 

section 11(j) be amended to allow taxpayers that apply 

IFRS 9 to claim a doubtful debt allowance in respect of 

lease receivables that have been included in income 

(i.e. that have accrued) and that are in arrears.

In closing

The above proposed amendments are draft 

amendments and are subject to change before they 

are enacted. Public comments must be submitted to 

National Treasury on or before 31 August 2020.


