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	 Preface
Since the last version of the EPRA Global REIT Survey, issued in August 2007, much has happened in the 
world of REITs and REIT-like investment vehicles. It goes without saying the REIT world is expanding, 
and this year’s survey is evidence of that. What is most interesting is to track the emergence of 
new regimes such as Pakistan, Italy, and Spain, and the continuing adaptations of existing REIT 
legislation, as they respond to the ever evolving real estate market.

In this year’s survey we have included some additional commentary on market performance and 
topical developments - the most obvious development in the last year being the extremely tough 
market conditions. 

What this means is that we are now entering a particularly interesting time in the global REIT story. 
We are already seeing global trends emerge with the legislative developments in REIT regimes which 
suggest a certain amount of healthy competition between different country REIT regimes, a response 
to globalisation and the emergence of market-driven ‘best practice’. 

The strength of the various REIT models themselves will be fully tested as we go through these 
difficult economic conditions. I fully expect that future EPRA Global REIT Surveys will highlight the fact 
that legislative developments around the REIT world are gathering pace, as we emerge at the end of 
these tough times with a fight to attract global capital flows. 

In this respect, there are certain characteristics of REIT regimes emerging from past surveys, that 
have not warranted much consideration in terms of the above-mentioned competition for capital. 
For example, distribution obligations and gearing restrictions haven’t appeared to be major talking 
points when comparing the merits of various REIT regimes. These restrictions may of course have 
more prominence during times when operating conditions are suffering, and access to capital is 
difficult.

Other interesting developments are, and will continue to be around the aspects of the REIT legislation 
where the commercial reality of property investment interacts with the tax legislation - such as 
conditions relating to the permitted activity of a REIT and where that activity takes place. In other 
words, the extent to which a REIT is able to develop and refurbish properties, sell those properties 
and also invest in different markets, such as indirect property assets and overseas markets. We will 
also be closely monitoring the extent to which particular REIT regimes are able to capitalise on a 
more liquid, growing market. These include the costs/incentives for converting to REITs, costs and 
barriers associated with the organic growth of REITs; and also the actual scope of ‘real estate’ related 
assets which are able to benefit from the tax efficient regime – pub REITs, hotel REITs, supermarkets, 
residential and infrastructure to name but a few. The tax treatment of distributions to non-resident 
investors could also be a key differentiating factor between national REIT regimes and will clearly 
have an impact on the ability of particular REIT regimes to attract global investment.

We mustn’t forget that in order to be successful, REITs must also achieve the objective of securing a 
sensible revenue stream for individual governments. Evidence of the ability of REITs to deliver this 
objective will always be difficult to gather, but over time we should see more examples of what works 
and what doesn’t, as well as examples of countries working together to address common issues, as 
we are already seeing with REIT developments in the OECD Model Tax Treaty.

It will also be interesting to see the extent to which REITs can assist individual governments in 
meeting their differing political objectives. An obvious example being residential REITs, where in the 
space of the last two years we have seen the Finnish Government announce the intention to introduce 
REIT legislation for residential property only, the German Government place specific restrictions on 
the ability for REITs to invest in residential property, the Spanish Government announce plans for 
REITs connected with a plan to assist the residential market and the UK government desperately keen 
(although without success) to encourage residential REITs as part of the solution to the UK housing 
crisis!

EPRA is the voice of the European publicly traded real estate sector. It works to encourage greater 
investment in listed real estate companies in Europe through the provision of better information to 
investors, improvement of the general operating environment, encouragement of best practices and 
the cohesion and strengthening of the industry.

preface



The 2008 Global REIT Survey is a snapshot of the current situation as at June 2008, and we trust you 
find the survey both interesting and informative. We are always pleased to hear your suggestions for 
improvements and plan to continuously improve and update the latest changes.

Finally, I would like to thank all contributing partners for this version of the EPRA Global REIT Survey. 
Special words of thanks must go to Matthias Roche, Tim Hackemann and Helge Schubert of Ernst & 
Young, who coordinated and completed the final editing of this survey.

Philip Charls
Chief Executive Officer - EPRA

For any questions or feedback related to this survey, please contact:

Gareth Lewis
Director of Finance

EPRA
283 Schiphol Boulevard
1118 BH Schiphol Airport
The Netherlands
Email: gareth.lewis@epra.com
Tel: +31 20 405 3841
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Metal roof details of the Court of Justice building in Antwerp, Belgium.
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1	 General introduction

Enacted year Citation REIT type
SICAFI 1995 Royal Decree of April 10, ––

1995 

Law of July 20, 2004––

Other tax laws––

Corporate type

The Belgian equivalent to the REIT regime is known as the SICAFI (société d’investissement en 
immobilier à capital fixe), and forms part of the Belgian legal system. The SICAFI was enacted in 
1995 based on the Act of December 04, 1990, which was abrogated by the Law of July 20, 2004 on 
certain forms of management of collective investment undertakings, and the Royal Decree of April 10, 
1995. The law of June 16, 2006, which implemented the Prospectus Directive, modified the prospectus 
requirements of the Law of July 20, 2004. The SICAFI is also subject to specific tax rules. 

Sector summary (end of June 2008)
Number of companies Market cap (€bn) % of global REIT market

SICAFI 15 4.4 1.2

Top five REITs 
Market cap (€m) Sector type

Cofinimmo 1,309 Healthcare, Leisure, Office

Befimmo SCA Sicafi 875 Office

Intervest Offices 330 Industrial, Office

Warehouses De Pauw SCA 328 Industrial, Logistic, Office, Parking, Retail

Wereldhave Belgium NV 275 Office, Retail

Belgium (SICAFI)
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2	 Requirements

2.1	 Formalities / procedure

Key requirements
Licence from the Belgian Banking, Finance and Insurance Commission––

SICAFI Registration List––

Firstly, the SICAFI must obtain a licence as a collective investment institution from the Belgian Bank-
ing, Finance and Insurance Commission (BFIC). Then it can be registered on the list of Belgian recog-
nised investment institutions (SICAFI List). The BFC must approve the following:

•	 the articles of association;

•	 the appointment of a management company (as an alternative, the SICAFI may obtain a licence 
permitting it to act as its own management company);

•	 the internal regulations of the management company, which should comply with the “duty of 
care” – rules;

•	 the custodian appointed by the SICAFI.

The appointment of a custodian is mandatory for all Belgian SICAFI’s. To register with the BFC, a 
foreign REIT is also obliged to appoint a custodian. However, the custodian is not required to be a 
citizen of Belgium. It is acceptable to appoint a custodian from the REIT’s own home country.

Only the following institutions can be appointed as custodian of the SICAFI:

•	Belgian credit institutions as defined in the law of March 22, 1993 (on the legal status and supervi-
sion of credit institutions);

•	 the Belgian National Bank;

•	 stockbroking firms and/or foreign investment firms established in Belgium (according to the law 
of April 06, 1995 on the legal status and supervision of investment firms).

2.2	 Legal form / minimum share capital

Legal form Minimum share capital
Belgian public limited liability company 

Belgian limited partnership with shares

EUR 1.25 million

Legal form
A SICAFI must be either a public limited liability company (société anonyme, SA) or a Belgian limited 
partnership with shares (société en commandite par actions, SCA). The statutory seat and general 
management of the SICAFI must be located in Belgium. 

A foreign entity cannot qualify as a Belgian SICAFI. However, it may issue certificates in Belgium in 
accordance with the applicable European Prospectus Passport rules. However, these foreign entities 
must register with the BFC and comply with the aforementioned regulations. 

Minimum share capital
The required minimum share capital amounts to EUR 1,250,000. In principle, each shareholder has 
an equal right to participate in the profits of the SICAFI. However, different categories of shares may 
be issued if allowed by the articles of association.

2.3	 Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory
No requirements Yes

Shareholder requirements
There are no specific shareholder conditions to fulfill in order to achieve SICAFI eligibility. 
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Listing requirements
For a Belgian SICAFI, there must be a 30% public offering within one year after inscription, and the 
entity must be listed on a Belgian stock exchange before it can obtain SICAFI status. Foreign entities 
may issue certificates in Belgium in accordance with the applicable European Prospectus Passport 
rules. In general, those entities may maintain their home stock exchange listing. Nevertheless, some-
times the BFC does require the foreign entities to have their certificates also listed on a Belgian stock 
exchange.

2.4	 Asset level / activity test

Restrictions on activities / investments 
The principal activity must be passive investments in real estate––

A maximum of 20% of the total assets can be invested in one real estate project ––

Developments are allowed, but cannot be sold within five years of completion––

The SICAFI is allowed to hold shares in subsidiaries investing in real estate––

As an exception, the SICAFI is allowed to invest in transferable securities.––

The SICAFI may only invest in ‘immovable property’. This includes the following:

•	 real estate;

•	option rights on real estate;

•	 shares in affiliated companies investing in real estate; 

•	 real estate certificates;

•	 shares of another collective investment undertakings investing in real estate; and

•	 rights resulting from agreements pursuant to which one or more immovable good(s) is/are leased 
to the SICAFI.

The SICAFI is not obliged to invest in Belgian real estate. The Belgian Royal Decree of April 10, 1995 
states that a SICAFI may not invest more than 20% of its total assets into one single property.

A SICAFI may develop real estate, provided that the SICAFI maintains the completed developments 
for at least five years. 

SICAFIs are allowed to hold shares in subsidiaries investing in real estate. The subsidiary itself can 
also be a SICAFI, provided it is listed. If the subsidiary qualifies as a SICAFI, the ‘parent’ SICAFI must 
have control of the subsidiary. If the subsidiary does not qualify as a SICAFI, there are no specific 
requirements.

As an exception, the SICAFI is allowed to invest in transferable securities to the extent that the articles 
of association authorise such investments. In such cases, investments in transferable securities must 
be considered additional or temporary. Belgian law does not provide for any specific minimum or 
maximum requirements. The BFIC will exercise its discretion when examining the SICAFI’s articles 
of association. 

2.5	 Leverage

Leverage
Loans limited to 65% of the total assets––

Interest expenses limited to 80% of the total income––

Belgian legislation requires that the aggregate loans do not exceed 65% of the total assets of the 
SICAFI (at the time of entering into the loan). Furthermore, the annual interest costs may not exceed 
80% of the total annuals profits. If the SICAFI holds shares in affiliated companies investing in real 
estate, the leverage restrictions will be applicable on a consolidated basis. 
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2.6	 Profit distribution obligations
	

Operative income Capital gains Timing
80% of net profit Not included in the 

distribution obligation, if 

reinvested within a four-year 

time period

Annually

Operative income
Belgian legislation requires that 80% of the net profits are distributed on an annual basis. Specific 
rules to calculate the net profit of the SICAFI are set out in the Belgian Royal Decree of June 21, 2006. 
The rules of profit distribution apply to the SICAFI, regardless whether it is domestic entity or not.

If the subsidiary of a SICAFI also qualifies as a SICAFI itself, the subsidiary is not subject to any profit 
distribution obligations.

Capital gains
Capital gains remain tax-free and are not included in the distribution obligation, provided the capital 
gains are reinvested within four years.

2.7	 Sanctions

Penalties / loss of status rules
Various penalties (not necessarily resulting in the loss of SICAFI status)

If the BFIC concludes that the SICAFI does not observe the laws, regulations and/or its articles of as-
sociation, this does not necessarily lead to a loss of SICAFI status. Instead, the BFIC may, for example, 
make the necessary recommendations to the SICAFI to remedy to the situation. Or, the BFIC might 
impose temporary sanctions (for example, a public notice). The BFIC could also ask the market au-
thorities to suspend the listing of the shares of the transgressing SICAFI. The ultimate penalty would 
be to omit the SICAFI from the list of Belgium’s recognised SICAFIs. The SICAFI would then lose its 
status and would become a regular real estate company. The official loss of status would start as of 
the date of notification. Additionally, if there is an intentional infringement to certain laws and regu-
lations, a prison sentence and/or a fine could be imposed on the directors of the SICAFI. 

3	 Tax treatment at the level of REIT

3.1	 Corporate tax / withholding tax

Current income Capital gains Withholding tax
The eligible rental income 

is excluded from the taxable 

basis

Tax-exempt N/A

Current income
Theoretically, the SICAFI is subject to the Belgian corporate income tax at the rate of 33.99%. Howev-
er, the taxable basis is reduced (i.e. de facto zero taxable basis). A SICAFI is taxed on an accrual basis 
only on the sum of the non at arm’s length benefits received and the expenses and charges due that 
are not deductible as expenses (other than reductions in values and capital losses on shares). Since 
the taxable basis is subject to the above-mentioned at arm’s length condition, it does not include 
rental income or other types of business income. 

Due to the fact that SICAFIs enjoy their own favorable tax regime which allows for a very low tax ba-
sis, they are not entitled to other benefits. For example, they are not able to apply reduced tax rates. 
They are also not allowed to take advantage of the Belgian participation exemption nor the Belgian 
notional interest reduction regimes. Additionally, Belgian law explicitly excludes a SICAFI from the 
foreign tax credit on foreign source income. 



12 epra global reit survey - www.epra.com

epra global reit survey

Capital gains
Capital gains are not taxable, provided they are received at arm’s length terms.

Withholding tax
In principle, non-Belgian source dividends and Belgian and non-Belgian source interest distributed 
to a SICAFI are exempt from Belgian withholding tax. Any withholding taxes levied should be credit-
able and refundable. Belgian law strictly prohibits crediting foreign taxes withheld. 

Due to the fact that the SICAFI is subject to corporate income taxes, the SICAFI will qualify as a Bel-
gian resident. It will thus qualify for double taxation treaties, which is a major advantage.

Other taxes
The special tax regime of the SICAFI does not affect applicable local income tax. Furthermore, the SI-
CAFI is also subject to an annual tax of 0.08% on its inventory value at the end of the financial year. 

The SICAFI is subject to Belgian real estate withholding taxes on the Belgian real estate that it owns, 
possesses, leases, has building rights to or enjoys the use thereof.

Accounting rules
The Belgian GAAP is laid down in the Act of July 17, 1975 (concerning book-keeping and the annual 
accounts) as well as the Belgian Royal Decree of October 08, 1976 (annual accounts). The GAAP rules 
also apply to the SICAFI. Even specific rules, such as drawing up an inventory or the expert appraisal 
of real estate, are applicable. The IFRS rules are applicable to SICAFI’s keeping their books on a con-
solidated basis as of the financial year beginning on or after January 01, 2005. Other SICAFIs must be 
in accordance with the IFRS rules as of the financial year beginning on or after January 01, 2007.

3.2	 Transition regulations

Conversion into REIT status
Real estate assets are to be assessed at market value––

16.995% tax on capital gains ––

All capital gains that occur upon SICAFI recognition or upon reorganisation (for example, in the case 
of a merger) are taxable at the specific rate of 16.995% (i.e. 16.5% + 3% crisis tax).

3.3	 Registration duties
	

Registration duties
No capital duty ––

Real property transfer tax of 10% or 12.5% (may be reduced to 5% if the SICAFI buys real ––

estate and 10% or 12.5% if the SICAFI sells real estate)

No capital duty is due. Depending on the location of the real estate, SICAFI real estate sales are 
subject to the 10% or 12.5% real estate transfer tax. The purchase of Belgian real estate by a SICAFI 
may be subject to a reduced 5% real estate transfer tax (instead of the usual 10% or 12.5%). If the 
purchase or sale is subject to VAT, then no real estate transfer tax is levied.
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4	 Tax treatment at the shareholder’s level

4.1	 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
Dividends and capital gains 

are fully taxable, but if 

dividend participation regime 

applies, dividends are 95% 

tax free and capital gains are 

fully tax-exempt

Withholding tax on ––

dividends is final levy

In principle, capital gains ––

are tax-exempt

15% final Withholding tax––

Special rules for SICAFI ––

investing in Belgian 

real estate for private 

accommodation 

Participation privilege ––

for domestic corporate 

shareholders

Corporate shareholder
Dividends received and capital gains realised are fully taxable (33.99%). However, if the Belgian 
dividend participation exemption regime applies, dividends benefit from a 95% tax deduction while 
capital gains are fully tax-exempt. 

Under the Belgian corporate income tax law, the following requirements must be met in order to 
qualify for the participation exemption on dividends:

•	 the domestic corporate shareholder’s participation must be comprised of only fixed financial as-
sets (non portfolio);

•	 the domestic corporate shareholder must have held the legal property for an uninterrupted period 
of at least 12 months, or commit to holding the property for the full 12-months period;

•	 the subject-to-tax requirement.

The only requirement that must be met in order to qualify for the participation exemption on capital 
gains, is the subject to tax requirement.

The SICAFI qualifies as an investment company which, although in principle is subject to a tax regime 
that meets the standards set out in the country where it is resident for tax purposes, benefits from a 
tax regime that deviates from the normal one applicable there. Therefore, the SICAFI does not actu-
ally fulfil the subject-to-tax requirement as mentioned above. However, if according to the SICAFI’s 
articles of association, at least 90% of the income received must be distributed each year (after the 
appropriate deductions of the remunerations, commissions and costs have been made) and if and 
to the extent that this income stems from either dividends received and/or capital gains realised on 
shares which are eligible for the subject-to-tax requirement, the SICAFI would still be deemed to 
fulfil the subject-to-tax requirement.

A return of capital is not taxable if it occurs on the basis of a regular decision in accordance with the 
Belgian Company Code or a similar non-Belgian company law. 

Individual shareholder
The 15% dividend withholding tax (if any) is the final levy. The withholding tax cannot be credited.

Capital gains realised on SICAFI shares are not taxable, unless the Belgian tax authorities are able 
to demonstrate that the capital gain was not realised within the scope of normal management of 
private assets. 

According to the Belgian CIT law, a return of capital is not taxable. This only applies if the capital 
decrease is performed on the basis of a regular decisions and behaviour in accordance with the 
Belgian Company Code or a similar non-Belgian company law. Nevertheless, a return of capital upon 
liquidation or redemption of the SICAFI’s shares would be taxable if upon the public offering of the 
shares in Belgium, the SICAFI guarantees a certain repayment or rate of return for a period of eight 
years or less to its investors. In that case, the return is deemed to constitute an interest subject to a 
15% (withholding) tax.
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Withholding tax
Dividends distributed by the SICAFI to its shareholders are exempt from withholding taxes if the SI-
CAFI invests more than 60% of its assets in real estate. In order to qualify for the exemption, the real 
estate must be located in Belgium and used as private accommodation. Otherwise a 15% dividend 
withholding tax will be levied.

If the conditions of the European Parent-Subsidiary Directive are met (e.g. a minimum participation 
of 15%), no withholding tax will be due on dividend distributions to a corporate domestic share-
holder, provided that the latter is resident in a EU-Member State. As of January 01, 2007, this Belgian 
domestic withholding tax exemption is extended to dividends distributed to companies resident in 
countries with which Belgium concluded a Tax Treaty.

4.2	 Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax
15% withholding tax ––

At certain conditions 0% ––

Withholding tax

Capital gains tax- exempt––

15% withholding tax ––

At certain conditions 0% ––

Withholding tax

Capital gains tax-exempt––

Tax treaty relief available––

Parent-Subsidiary Directive ––

applicable

Corporate shareholder
Dividends distributed by the SICAFI to its shareholders are exempt from withholding taxes if the SI-
CAFI invests more than 60% of its assets in real estate. In order to qualify for the exemption, the real 
estate must be located in Belgium and used as private accommodation. Otherwise a 15% dividend 
withholding tax will be levied.

Capital gains and a return of capital are, in principle, not taxable in Belgium. 

Individual shareholders
Dividends distributed by the SICAFI to its shareholders are exempt from withholding taxes if the SI-
CAFI invests more than 60% of its assets in real estate. In order to qualify for the exemption, the real 
estate must be located in Belgium and used as private accommodation. Otherwise a 15% dividend 
withholding tax will be levied.

Capital gains and a return of capital are, in principle, not taxable in Belgium. 

Withholding tax
If the conditions of the European Parent-Subsidiary Directive are met (e.g. a minimum participation 
of 15%), no withholding tax will be due on dividend distributions to a corporate foreign shareholder. 
This is the case provided that the corporate foreign shareholder is a resident of another EU-Member 
State. As of January 01, 2007, the Belgian domestic withholding tax exemption is extended to divi-
dends distributed to companies resident in countries with which Belgium concluded a Tax Treaty.

A non-resident shareholder may be entitled to a withholding tax reduction under the Double Taxa-
tion Treaty between Belgium and his/her country of residence.

5	 Tax treatment of foreign REITs and their domestic 
shareholders

Foreign REIT Corporate shareholder Individual shareholder
No specific tax privilege No specific tax privilege No specific tax privilege

Foreign REIT
A foreign REIT is not eligible for the REIT regime and is therefore subject to the ordinary Belgian non-
resident income tax. The net income of the foreign REIT will be taxable at a rate of 33.99%. 
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Corporate shareholder
The tax treatment of a domestic corporate shareholder of a foreign fund depends on the specific 
characteristics of the fund. 

If the foreign fund has no legal personality, then the corporate investor is deemed to have invested 
in real estate himself/herself. On the basis of the applicable tax treaty, the non-Belgian real estate 
income would most likely be taxed in the country where the real estate is located (thus tax-exempt 
in Belgium). Likewise, capital gains realised on the participation in a foreign fund without legal per-
sonality, would be considered capital gains on real estate. On the basis of the applicable tax treaty, 
the capital gain realised on non-Belgian real estate would most likely be taxed in the country where 
the real estate is located and therefore tax-exempt in Belgium.

Concerning a foreign fund with legal personality, the corporate investor will not be deemed to have 
invested in real estate but in the fund itself. The same rules apply for the dividends received and the 
capital gains realised on the shares in a Belgian SICAFI. The foreign withholding tax levied on divi-
dends received from a non-Belgian real estate fund is a tax deductible item. 

Individual shareholder
The tax treatment of a domestic individual shareholder of a foreign fund depends on the specific 
characteristics of this fund. 

If it concerns a foreign fund without legal personality, the individual investor will be deemed to have 
invested in real estate himself. The same rules apply for corporate investors.

Concerning a foreign fund with legal personality, the individual investor will not be deemed to have 
invested in real estate but in the fund itself. The income received from the fund will be taxed ac-
cording to the rules of dividend taxation. Consequently, the dividends would be taxable at a rate of 
25% to 15% plus communal surcharges. The foreign withholding tax levied on the dividend income 
would be deductible from the Belgian taxable basis. Capital gains realised on foreign real estate fund 
shares are treated in the same way as capital gains realised on SICAFI shares.	 ■
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1	 General introduction 

Enacted year Citation REIT type
SPIC 2004 Special Purpose Investment 

Companies Act (SPICA)

Corporate type

The SPIC regime was introduced with the Special Investment Purpose Companies Act (SPIC), which 
came into force on January 01, 2004. 

Sector summary (end of June 2008)
Number of companies Market cap (€bn) % of global REIT market

SPIC 18 0.3 0.1

Top five REITs
Market cap (€m) Sector type

Elana Agricultural Land Opportunity

FairPlay Properties REIT

Sopharma Properties REIT

Advance Terrafund

Prime Property BG

66

51

48

43

28

Agricultural

Hotel, Leisure, Office, Residential, Retail

Commercial, Residential

Agricultural, Land

Office, Residential, Retail

2	 Requirements

2.1	 Formalities / procedure
	

Key requirements
Licence from the Financial Supervision Commission––

If listed, further Bulgarian Stock Exchange authorisation ––

Depository bank mandatory––

In order to qualify as a SPIC, a company is required to obtain a licence from the Bulgarian Financial 
Supervision Commission. Within seven days after the SPIC registers in court, the Commission should 
be notified. Once the formal authorisation (licence) is granted, the SPIC may effectively increase capi-

Bulgaria (SPIC)
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tal if this is the decision of the shareholders, and the prospectus for the capital increase should also 
be approved by the Financial Supervision Commission.

Furthermore, the Bulgarian Stock Exchange must authorise the SPIC formation as well as the issu-
ance of its shares. 

2.2	 Legal form / minimum share capital

Legal form Minimum share capital
Joint stock company BGN 500,000 

(EUR 255,646)

Legal form
A SPIC can only be established and operate as a joint stock company (AD). The company name of 
the special purpose investment company needs to include ‘joint stock special purpose investment 
company’ or the abbreviation ‘JSSPIC’.

The SPIC’s registered seat and management address must be located in Bulgaria. The same require-
ment applies to its management company, which is required for certain SPIC activities.

Minimum share capital
The minimum share capital requirement for a SPIC (at the time of incorporation) is BGN 500,000 (EUR 
255,646). This amount is to be fully paid in cash as of the date of SPIC application. The SPIC can issue 
only book-entry (dematerialise) shares.

The increase of registered capital via an IPO should amount to not less than 30% of the initially 
registered capital. 

2.3	 Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory
30% or more should be owned by an ––

institutional investor

No more than 50 founders––

Yes

Shareholder requirements
No less than 30% of the capital should be owned by an institutional investor. An ‘institutional inves-
tor’ is not legally defined by the SPIC. However, according to FSC guidelines, an institutional inves-
tor is described as a bank, insurance company, licenced pension fund or other financial institution, 
which are subject to the supervision of the FSC. Foreign legal entities may also act as institutional 
investors if approved by the FSC. An institutional investor may also have a licence granted by the FSC. 
As an alternative to FSC supervision, banks are subject to special legal acts. It is not allowed for more 
than 50 persons or entities to be founders of a SPIC. It has not yet clearly been stated whether a SPIC 
may be owned by just one shareholder. 

Listing requirements
Within six months after incorporation, the SPIC must apply for the approval of its IPO. A private SPIC 
is not permitted.

There is no clear rule regarding which stock exchange the SPIC must be listed on. However, based 
on the analysis of the current regulations, it seems that the SPIC can only be listed the on Sofia 
Stock Exchange. Before it may do so, the SPIC’s IPO prospectus must be approved by the FSC (which 
only approves IPO prospectuses of the Sofia Stock Exchange). However, as of January 01, 2007, the 
Bulgarian legislation has introduced new amendments related to public offering of securities. These 
amendments also make reference to the regulated security markets of other EU member states. 
Therefore, according to the relevant amendments, it is expected that SPICs may be listed on other EU 
stock markets as well.
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2.4	 Asset levels / activity tests

Restrictions on activities / investments 
No more than 10% of the SPIC’s assets can be invested in mortgage bonds––

Real estate investments must be located in Bulgaria––

SPICs can invest only 10% of their assets in mortgage bonds. For tax purposes, interest expenses may 
only exceed the interest income by 75% of the EBIT (earnings before interest and taxes).

The business activity of a SPIC investing in real estate property is limited to:

•	purchasing real estate (which must be located in Bulgaria) and limited property rights to real es-
tate, carrying out real-estate construction and improvements (for property management, renting, 
leasing, sales), and

•	 raising funds by issuing securities. The IPO is mandatory for SPICs. However, additional financing 
is not prohibited. Therefore, the SPIC may engage in equity and debt financing.

SPICs investing in receivables must limit their investments to securitisation (sales and purchases) 
with only Bulgarian residents. The receivables must originate from Bulgarian tax residents, ie. SPICs 
cannot invest in foreign debt instruments.

The business activities of SPICs are limited to only the aforementioned activities. 

SPICs can only hold shares in its management company. These investments should not exceed 10% 
of the authorised capital of the SPIC. No other investments in shares are allowed. 

A SPIC may not directly perform the maintenance services of the acquired real estate. The SPIC must 
delegate these services to one or more management or service companies. These companies can 
engage in the following activities: servicing and maintaining acquired real estate, constructing and 
improving real estate, servicing the receivables, keeping and safeguarding the accounting records 
and other reporting correspondence, and many other necessary activities.

2.5 	 Leverage
	

Leverage
Short-term loan cannot exceed 20% of income generating asset

The only introduced debt financing limitation concerns loans granted for less than a year which are 
used for interest payments. In that case, a SPIC may only borrow (from a bank) an amount not greater 
than 20% of its balance sheet asset value. 

2.6	 Profit distribution obligations
	

Operative income Capital gains Timing
90% of the net income of 

the year

Included in net income Distribution until the end of 

the following business year 

required

Operative income
The SPIC is obliged to distribute at least 90% of the profit as dividends. It must do so within 12 
months following the financial year in which the profit was incurred.

Capital gains
Special rules determining the formation of the profit of a SPIC are set out under the SPICA, and the 
capital gains/losses are explicitly provided as such items.
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2.7	 Sanctions

Penalties / loss of status rules
Monetary penalties and a possible loss of SPIC status

The Finance Supervision Commission will cancel the SPIC’s licence if:

•	 the SPIC does not begin activities within 12 months after receiving the licence;

•	 the SPIC has provided wrongful information (based on which the licence was granted);

•	 the SPIC does not fulfill all SPIC requirements;

•	 the SPIC systematically breaches SPIC rules.

Furthermore, SPICs are not allowed to change their legal form. Doing so would result in a loss of 
status.

If licence is cancelled by the Financial Supervision Commission, the company will be treated as an 
ordinary company for tax purposes. 

SPICs which breach the profit distribution obligation may be penalised between BGN 5,000 (EUR 
2,500) and BGN 10,000 (EUR 5,113). 

3	 Tax treatment at the level of REIT

3.1	 Corporate tax / withholding tax

Current income Capital gains Withholding tax
Tax-exempt Tax-exempt N/A

Current income
The income of a SPIC is not subject to taxation.

Capital gains
Capital gains realised by a SPIC are not subject to taxation, as long as computed into the financial 
result of the SPIC, which is exempt from taxation. 

Other taxes
Other taxes may be levied. 

Withholding tax
Dividends received from another Bulgarian company (ie. the management company) shall not trigger 
withholding taxation.

Accounting rules
Unless provided by the SPIC regime, the local rules provided by the IFRS apply.

3.2	 Transition regulations

Conversion into SPIC status
N/A

3.3	 Registration duties
	

Registration duties
Transfer tax of 2% to – 4%––

Land Registrar Entrance Fee of 0.,1%––
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A real estate transfer tax the rate of which varies between 2% and 4% (the exact rate applicable in 
the respective year is approved by the Municipal council as per the location of the real estate prop-
erty) and a land registrar entrance fee of 0.1% are levied on the purchase price of the real estate. The 
purchase price may not be less than the tax value as defined by the tax authorities (in compliance 
with the Local Taxes and Fees Act). 

4	 Tax treatment at the shareholder’s level

4.1	 Domestic shareholder

Corporate shareholder Individual shareholder Withholding tax
Distributions and capital 

gains are tax-exempt

5% withholding tax on ––

distributions is the final 

levy 

Capital gains are tax ––

exempt

To credit withholding tax is 

not possible

Corporate shareholder
SPIC distributions received and capital gains realised from the sale of SPIC shares are tax-exempt.

Individual shareholder
If dividends are distributed to resident physical persons, a 5% domestic final withholding tax is ap-
plied. Capital gains realised on the sale of the SPIC shares are tax-exempt.

Withholding tax
For individual shareholders, a withholding tax of 5% applies. It is not possible to credit this with-
holding tax. Dividend distributions to corporate shareholders are exempt from withholding tax.

4.2	 Foreign shareholder

Corporate shareholder Individual shareholder Withholding tax
Dividends are subject to a ––

5% Withholding tax

Possibility of dividend tax ––

reduction

Capital gains tax-exempt––

Dividends subject to a 5% ––

withholding tax 

Possibility of dividend tax ––

reduction

Capital gains are tax-––

exempt

Treaty relief might apply––

Parent Subsidiary Directive ––

not applicable

Corporate shareholder
A 5% domestic tax rate, or the lower respective DTT withholding tax rate, applies. DTT protection 
can be obtained following a successful completion of the advance clearance procedure of the Tax and 
Social Security Procedure Code. This option would only be selected if the DTT would offer a more 
favorable withholding tax than the domestic tax law. The EU Parent Subsidiary Directive is not ap-
plicable.

Individual shareholder
Dividends paid to foreign individuals face a 5% withholding tax unless a more favourable rate is 
provided under an applicable DTT, which is again applicable on the same conditions for corporate 
shareholders. Capital gains are exempt from taxation, as long as the REIT shares are listed on the 
stock exchange. 

Withholding tax
A 5% withholding tax will be levied. Treaty relief is available.
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5	 Tax treatment of foreign REITs and their domestic 
shareholders

Foreign REIT Corporate shareholder Individual shareholder
Local rental income is subject 

to a withholding tax of 10%

No tax privileges No tax privileges

Foreign REIT
The Bulgarian rental income of a foreign REIT is subject to a withholding tax of 10%.

Corporate shareholder
Corporate shareholders are taxed on the income from the foreign corporation.

Individual shareholder
Individual shareholders are taxed on the income from the foreign corporation.	 ■
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1	 General introduction

Enacted year Citation
SIIC 2003 Article 11 of the Finance Act for 2003––

Administrative Guidelines from the French ––

Tax Office

Article 11 of the Finance Act for 2003 (Law #2002-1575 of December 30, 2002) introduced a pure tax 
regime applicable to listed real estate asset investment companies (sociétés d’investissement immo-
biliers cotées, SIICs). This regime is governed by articles 208 C and 219 IV of the French tax code (FTC). 
The SIIC regime has been amended by the Amended Finance Act for 2004, the Finance Act for 2005 
the Amended Finance Act for 2006, the Amended Finance Act for 2007 and the Finance Act for 2008. 
In addition, the French tax authorities (FTA) published administrative tax guidelines on September 
25, 2003. 

Sector summary (end of June 2008)
Number of companies Market cap (€bn) % of global REIT market

French SIIC 47 45.9 12.2

Top five REITs
Market cap (€m) Sector type

Unibail-Rodamco 12,005 Office,Retail

Gecina SA 4,799 Healthcare, Hotel, Logistic, Office, Residential

KlépierreKlepierre 4,553 Industrial, Office, Retail

ICADE 3,642 Industrial, Logistic, Office, Residential, Retail

Foncière des RégionsFonciere Des Regions 3,190 Industrial, Logistic, Office, Parking, 

Residential, Retail

With no new legislation enacted during 2007/2008, the SIIC sector was anticipating a year of consoli-
dation, and an opportunity to fully exploit the potential of the stabilised operating environment to 
increase the capitalisation of the sector. However, the difficulties in the international credit markets, 
rising interest rates and commodity prices and the spectre of inflation in the Eurozone have meant 
that many of these projects have been put on hold – as stock market pricing of the sector moved to a 
discount to published NAVs. Nonetheless the sector has remained active - with a number of new SIIC 
registrations, and further acquisition activity both inside France and internationally.

France (SIIC)
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Over the coming year attention will be focused on the potential impact of the SIIC 4 legislation, which 
will penalise SIICs still controlled by more than 60% by a single shareholder at the end of calendar 
2008. As the manner in which the penalty will be applied, and the companies to which it might apply, 
are not yet clear, much of this comment is speculative. But, as the issue is perceived to produce an 
overhang in current stock market conditions, the negative sentiment it has produced among interna-
tional investors will not disappear until the impact is clearly established.

The very positive effects of the 210E tax-break, which allowed favorable treatment of capital gains on 
sales of property by corporates to SIIC purchasers inter alia, is also scheduled to expire at the end of 
2008. The industry has been able to demonstrate the positive impact of this measure in encouraging 
the move in ownership of commercial property from the corporate to the public savings’ market, and 
it is still hoped that the measure may be reintroduced in some effective form. 

The approval of the first OPCI (unlisted tax flow-through property funds – successors to the earlier 
inflexible SCPI model) has stimulated an in-depth review of governance requirements in the sector 
both within the industry and by the market authorities (AMF). This has particularly focused on re-
lationships with external managers (which is not the standard model in the French SIIC sector), on 
disclosure of conflicts of interest and transactions with related parties, and on valuation practice. The 
FSIF has demonstrated its attachment to transparency in this area by publishing in July 2008, with the 
approval of the AMF, a voluntary Code for its members based on EPRA best practice.

The SIIC regime has attracted a number of foreign companies such as Corio, Rodamco Europe and 
Wereldhave (Netherlands), Hammerson (UK) and Warehouse de Paw (Belgium).

2	 Requirements

2.1	 Formalities / procedure

Key requirements
The election letter must be filed with the competent tax office for the parent company with ––

a list of the subsidiaries which also elect

Subsidiaries’ list must be updated once a year––

In France, an eligible real estate investment company (i.e. the parent company) may elect to apply 
for the SIIC regime within the first four months of the financial year (assuming that the SIIC regime is 
applying for the first time). An election may also be made by any corporate subsidiary which engages 
in qualifying activities and is directly or indirectly held by one or several listed parent company that 
have themselves elected for the SIIC regime as parent. In order for such a subsidiary to qualify, the 
parent company(ies) must have, together, at least a 95% ownership.

The election letter must be filed with the competent tax office for the parent company with a list of 
the subsidiaries which also elect. The list must be updated every year, together with the company’s 
annual corporation tax return.

A subsidiary that wishes to elect for the SIIC regime must identify the parent company and file the 
election letter with the competent tax office. 

Due to the changes in the company’s tax regime, the process of election results in a partial cessation 
of business. Therefore, the listed parent company and its elected subsidiaries must file a specific 
cessation tax return.

The election is irrevocable. Once it is made, the eligible companies may not waive it. The election is 
also considered global because it applies to all the properties and shares in the qualifying partner-
ships (Article 8 of the FTC). 

In the event where income and gains deriving from directly-held properties located abroad would 
not be exclusively taxable in the foreign jurisdiction where the property is located (under the appli-
cable tax treaty), the SIIC election would apply to such properties. However, these properties, upon 
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specific election, may be definitively excluded from the SIIC regime, either (i) on the date of election 
for the SIIC regime, or (ii) on the date of their acquisition if later. In this case, the profits deriving from 
these excluded properties will then be treated as part of the SIIC taxable sector. 

In addition, capital gains earned upon the sale and/or the contribution of properties, rights over 
properties, financial lease agreements, shares in real estate companies, to a SIIC or its qualifying 
subsidiaries until December 31, 2008 are taxable at a reduced rate of 16.5%, provided that the SIIC 
or its qualifying subsidiaries keep the sold and/or contributed shares, properties or right over prop-
erties for at least five years and retains them within the tax exempt sector. If the purchaser, or the 
beneficiary company of the contribution is a qualifying subsidiary that elected for the SIIC regime, the 
16.5% reduced rate is applicable, provided that the qualifying subsidiary remains in the SIIC regime 
for at least five years as from the sale or contribution. 

2.2	 Legal form / minimum share capital

Legal form Minimum share capital
- Joint stock company

- Partnership limited by shares

EUR 15 million 

Legal form
The parent company must be a corporation (Société Anonyme) or any other company with capital 
divided into shares that can be listed (e.g. Société en Commandite par Actions as opposed to Société 
par Actions Simplifiée). The SIIC regime does not contain specific conditions that the parent company 
must be incorporated under French law or that it must be a tax-resident in France.

In order to qualify for the SIIC regime, the subsidiary company must be directly or indirectly held 
by one or several listed SIIC parent companies. The parent companies must have validly elected for 
the SIIC regime and own at least 95% of the subsidiary. The subsidiary must also meet the activity 
requirements. The only other requirement for qualifying subsidiaries is that they must be subject to 
French corporate income taxes, either due to their legal form or tax election.

Foreign companies which are listed on the French stock exchange and which comply with other SIIC 
conditions may elect for the SIIC regime as parent with respect to their French direct or indirect quali-
fying operations. In order to be eligible for the SIIC regime, the French tax authorities require that 
the foreign company have a permanent establishment in France and is subject to French corporate 
income tax. The foreign company’s French assets and shares of qualifying French subsidiaries are 
recorded as assets of the branch for French tax purposes.

Minimum share capital
The share capital of the listed parent company must equal at least EUR 15 million.

 2.3	 Shareholder requirements / listing requirements

Shareholder requirements Listing mandatory
Investors cannot hold more than 60% of ––

share capital and voting rights

At the time of election, 15% of the share ––

capital and voting rights must be held by 

investors, who individually own less than 2%

Yes

Shareholder requirements
Since January 01, 2007, the SIIC regime is characterised by these new conditions:

An investor (other than a SIIC parent) or a group of investors acting in concert pursuant to article •	
L. 233-10 of the French Commercial Code (i.e. persons who have entered into an agreement in 
order to buy or sell voting rights or to exercise voting rights in order to implement a policy in 
relation to a company) cannot hold, either directly or indirectly, more than 60% of the share 
capital and voting rights of the listed parent company. Any SIIC, already in existence on January 01, 
2007 benefits from a two-year grace period to allow it to adapt to this new rule. After this period, 
the rule must be permanently complied with.
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At the time of the election, at least 15% of the listed parent company’s share capital and voting •	
rights must be held by investors who individually, directly or indirectly, own less than 2%. This test 
aims to ensure a minimum level of free float before the company can elect for the SIIC regime.

Listing requirements
The parent company must be listed on a French stock exchange. This condition does not prevent 
French SIICs from also being listed on foreign stock exchanges. Additionally, it is possible for foreign 
SIICs to be listed on the French stock exchange.

2.4	 Asset level / activity test

Restrictions on activities / investments 
Principal activity restricted to rent out the property––

No required asset level––

Real estate development may not exceed 20% of the gross book value––

In order to be eligible for the SIIC regime, the principal activity of the company must be restricted to 
property acquisition and/or construction with the aim to rent out the property as well as direct or 
indirect portfolio investments in partnerships (sociétés de personnes) or other companies liable to 
corporate income tax. The partnerships and companies in which the SIIC invests, should also have 
business activities and goals similar to the SIICs.

The listed parent company and its subsidiaries may also engage in activities other than just pas-
sive investments. However, these activities must remain ancillary to the principal qualifying activity. 
Income from these activities would be fully taxable. Qualifying ancillary activities are most notably 
comprised of the following: 

the financial leasing of properties (•	 crédit-bail immobilier) entered into before 2005, provided that 
the net book value of the outstanding portfolio of the properties does not exceed 50% of the total 
gross asset value of the company (financial leasing contracts entered into after January 01, 2005 
is a qualifying leasing activity eligible to the SIIC regime). This applies to entities that are lessee 
under a financial lease and grant a sublease to tenants;
other activities such as real estate development or real estate brokerage, provided that the gross book •	
value of the relevant assets does not exceed 20% of the total gross asset value of the company. For 
the purpose of this 20% test, the value of properties subject to financial leases is disregarded. If these 
qualifying ancillary activities are performed through subsidiaries, then only the book value of the 
participation and current-account receivables would be considered for the purposes of the 20% test.

However if the SIIC parent company or subsidiary entered, after the year 2005, into a financial lease 
for a building that is sub-let to tenants, this activity is considered as an eligible activity. On the other 
hand, a financial lease which was entered into before 2005 does not qualify.

Since January 01, 2007, the regime is also applicable with respect to assets which the listed parent 
company and elected subsidiaries enjoy a usufruct right to, or which they leased under certain long-
term leases (baux emphythéotiques) or building leases (baux à construction).

The qualifying activity may be conducted outside of France, either directly or through subsidiaries. 

In the event where income and gains deriving from directly-held properties located abroad would not 
be exclusively taxable in the foreign jurisdiction where the property is located (under the applicable 
tax treaty), the SIIC corporate income tax exemption would apply to such properties. However, these 
properties, upon specific election, may be definitively excluded from the SIIC regime, either (i) on the 
date of election for the SIIC regime, or (ii) on the date of their acquisition if later. In this case, the profits 
deriving from these excluded properties will then be treated as part of the SIIC taxable sector. 

The SIIC regime may also apply to the listed parent company’s subsidiaries provided that the sub-
sidiaries are as follows: 

liable to French corporate income tax;•	
at least 95% directly or indirectly owned by one or several listed SIIC parent company during the •	
entire fiscal year (in which the SIIC regime was applied for);
identical to a SIIC in terms of corporate business purpose (including ancillary activities).•	
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Since January 01, 2007, it has been possible to create joint ventures between two SIIC groups. This is 
possible due to the fact that a subsidiary may elect for the SIIC regime only if its share capital is held 
by one or several listed parent companies, which have already elected for the SIIC regime.

The SIIC regime may also apply to the listed parent company’s shares in a partnership, if such part-
nership has a corporate business purpose identical to that of an SIIC. There is no percentage partici-
pation requirement with respect to partnerships that engage in qualifying activities.

2.5 	 Leverage
	

Leverage
Thin-capitalisation rules

The French SIIC regime does not provide specific leverage restrictions. However, new French thin-
capitalisation rules apply to corporate taxpayers for taxable years as of January 01, 2007. These new 
rules also apply to companies that have elected for the SIIC regime. Under certain conditions, the 
rules limit the deduction of interest on group loans.

The new French thin-capitalisation rules only apply to related party loans. A related party is defined 
as (i) a company that controls (or having a de facto control), directly or indirectly, more than 50% of 
the capital of the French borrowing company, or (ii) any company that is under the direct or indirect 
control of a person that also controls, directly or indirectly, more than 50% of the capital of the French 
borrowing company.

The impact of the thin-capitalisation rules is to increase the amount of the SIIC’s exempt realised 
income, which is subject to compulsory distribution to shareholders.

2.6	 Profit distribution obligations
	

Operative income Capital gains Dividends Timing
85% of tax-exempt 

profits

50% of capital gains 100% of dividends Annually

Operative income
At least 85% of the tax-exempt profits from qualifying leasing activities (including profits realised by 
directly owned partnerships or pass-through entities), must be distributed before the end of the tax 
year following the year in which they are generated.

Capital gains
At least 50% of capital gains resulting from the sale of (i) rights relating to leasing contracts (ii) 
properties (includes the sale of property by directly held partnerships or pass-through entities) (iii) 
shares of qualifying partnerships or (iv) shares of corporate subsidiaries that have elected for the 
SIIC regime (this includes the sale of shares by a directly held partnership or a pass-through entity) 
must be distributed before the end of the second tax year following the year in which they have been 
realized.

Dividends 
100% of the dividends paid by SIIC’s subsidiaries which have elected for the SIIC regime must be 
distributed before the end of the tax year in which they are declared.

2.7	 Sanctions

Penalties / loss of status rules
Profit and gain exemption is denied for the financial year in which the distribution ––

shortfall appears

Latent gains could be retroactively subject to a corporate income tax rate of 34.43% ––

(including the 16.5% exit tax deduction)
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If a parent company or a qualifying subsidiary that has elected for the SIIC regime does not meet the 
minimum distribution obligation, the profits and gains exemption is denied for the financial year 
with respect to which the distribution shortfall appears. If the tax administration were to conduct a 
tax audit and reassess the exempt profits or gains, the reassessed amount would normally be fully 
taxable because it would not have been distributed in due time. However, the reassessed amount 
would not be considered taxable if it is already covered by previous excess distributions of the 85% 
and 50% requirement based on initially reported profits and gains. 

If the listed parent company no longer fulfills the conditions for the SIIC regime, then the rental 
income and capital gains would become fully taxable from the beginning of the financial year with 
respect to which the loss of status takes place. For instance, this could occur in the case of de-listing 
or if the non-qualifying ancillary activities exceed the applicable threshold. In addition, if the loss of 
status occurs within ten years after the initial SIIC regime election, then the latent gains would be 
retroactively subject to a corporate income tax at the standard rate (currently 33.33%, 34.43% with 
surcharges) after deduction for the 16.5% exit tax already paid on such latent gains.

Should one of the qualifying subsidiaries that elected for the SIIC regime no longer fulfill the condi-
tions, it would lose the benefit of the leasing profits and gains exemption as of the beginning of the 
financial year in which loss of status occurs. This could result if, for example, more than 5% of its 
capital shares are sold to an unrelated entity that is not a SIIC parent. 

If a loss of status were to occur (and by contrast to loss of status of the listed SIIC parent), there would 
be no recapture of the latent gains which were recognised upon the initial election and which ben-
efited from the exit tax of 16.5%. 

In the case of a merger or acquisition of one SIIC by another SIIC, the exemption regime remains valid 
insofar as the distribution conditions are executed by the acquirer. In the case of acquisition, the target 
SIIC parent, which becomes a subsidiary as a result of that acquisition, must remain subject to SIIC 
regime (as a subsidiary) for the remainder of the ten-year period from its own election as SIIC parent.

3	 Tax treatment at the level of REIT

3.1	 Corporate income tax

Current income Capital gains Withholding tax
Eligible income tax-exempt Eligible capital gains tax-

exempt

In principle domestic ––

sourced income not subject 

to withholding tax

The taxes withheld on ––

foreign sourced income 

could be credited if a 

double tax treaty allows

Current income
The listed parent company and its qualifying corporate subsidiaries that have elected for the SIIC re-
gime are, in principle, subject to French corporate income tax. However, the following income is fully 
exempt from corporate income tax, provided that the distribution requirements are met:

Income realised directly or through qualifying partnerships from qualifying leasing activities. The •	
benefit of the exemption regime has been extended to financial lease contracts entered into after 
January 01, 2005. Since January 01, 2007, it has also been extended to certain long-term leases 
(baux emphythéotiques) or building leases (baux à construction).
Dividends received from qualifying subsidiaries that have elected for the SIIC regime, and paid out •	
of the tax-exempt income of such subsidiary. 
Since January 01, 2007, the listed parent company may acquire shares of another SIIC company •	
and thus benefit from the dividend tax exemption provided by that SIIC. In order to receive this 
benefit, the parent company must hold at least 5% of the other SIIC’s capital shares and voting 
rights for at least two years, and 100% of the dividends paid must be distributed before the 
end of the tax year during which they are granted. Since January 01, 2008, the listed parent 
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company may benefit from the dividend exemption in respect of dividends received from (i) a 
Société de placement à prépondérence immobilière à capital variable (“SPPICAV”), or (ii) a foreign 
REIT provided the parent company holds at least 5% of the distributing entity’s capital shares and 
voting rights for at least two years.

Capital gains
Capital gains arising from the sale or disposal of properties used for qualifying leasing activities, 
from the disposal of participation in qualifying partnerships or other pass-through entities, or from 
disposal of the participation in qualifying corporate subsidiaries that have elected for the SIIC regime 
are fully tax exempt.

Capital gains are only considered tax-exempt if the acquirer is unrelated to the seller. Two entities are 
considered to be related to each other if one of the two directly or indirectly holds the majority of the 
capital shares of the other (or has de facto control), or if both of the entities are directly or indirectly 
under control of the same entity.

Since January 01, 2007, the straight sales of properties among members of the same SIIC group may, 
however, benefit from an exemption under certain conditions (with a roll-over of the tax basis). In 
this respect, the tax treatment of the capital gain allocated to buildings will differ from the one al-
located to land:

Non-depreciable assets (e.g. land): for tax purposes, the acquirer takes over seller’s basis. Capital •	
gain upon a subsequent sale would therefore, for tax purposes, be computed from this rolled-
over tax basis, which will increase the 50% distribution obligation; 
Depreciable assets (e.g. construction): for tax purposes, the acquirer has a stepped-up tax basis. •	
However, the gain recognised in the transaction must be recaptured in the tax-exempt rental 
income (over 15 years generally, or over the residual useful life if construction represent more 
than 90% of the value of the depreciable assets). This recapture increases the exempt income and 
therefore the amount of the compulsory 85% distribution, which in practice offsets the increased 
depreciation allowances (which themselves reduce the exempt income and the distribution 
obligation).

Withholding tax
If a French listed company or subsidiary receives foreign source income that is subject to French cor-
porate income tax, the tax withheld could be credited if a double tax treaty allows. There is no actual 
cash refund for foreign tax withheld. In principle, outbound dividends paid by a SIIC to French tax 
residents are not subject to a withholding tax.

Accounting rules
The French Comité de la Réglementation Comptable adopted a Resolution on December 12, 2002 (Reg-
ulation CRC, December 12, 2002, #2002-10.) which devoted a large section of IFRS relating to de-
preciation and impairment of assets under French GAAP. French companies are required to prepare 
financial statements in accordance with these rules as from January 01, 2005. Accordingly, French 
SIICs will also be subject to the IFRS rules regarding depreciation and property impairment.

3.2	 Transition regulations

Conversion into REIT status
Exit tax payment ––

Tax losses carried forward are deductible from exit tax basis––

Remaining losses are cancelled––

As a result of SIIC election, the listed parent company and its electing subsidiaries experience a cessa-
tion of activity and a tax regime change. Under ordinary tax rules, this would trigger immediate taxation 
of deferred profits and latent capital gains. Upon the transition, the following tax rules apply:

The parent company and the corporate subsidiaries which elect pay a mandatory exit tax •	
(16.5% flat rate) on latent capital gains on properties and on interest in qualifying real estate 
partnerships. The exit tax is payable in four instalments (every December 15, for the first four 
years after election). Conversely, there is no taxation of the latent capital gains on participation 
held in qualifying corporate subsidiaries. However, there is a roll-over of tax basis on these latent 
capital gains;




