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Inland Revenue Board of
lalaysia issues Practice Note
N tax treatment for unit

holders of real estate

Investment trusts (REITS)

The 10% withholding tax (WHT) rate on distributions by REITs and
property trust funds (PTFs) to categories of taxpayers other than
(resident and non-resident) companies expired on 31 December 2025.
There have been recent press reports discussing that these
preferential WHT rates were initially designed to support the REIT
sector during its early development phase and that given the success,
maturity and commercial viability of the sector, the Government was
reviewing the tax position.

The Inland Revenue Board of Malaysia has now issued Practice Note
No. 2/2026, dated 18 March 2026, confirming the tax treatment of
REIT distributions from the year of assessment (YA) 2026 onwards. It
is now clear that most categories of investors (other than non-resident
companies, which will continue to be subject to 24% WHT) will need to
include REIT distributions as income in their Malaysian income tax
returns and be subjected to tax at prevailing rates on such income.

Distribution of income which is tax exempt at

REIT/PTF level by a REIT/PTF that is listed on the
Malaysian stock exchange (Bursa Malaysia)

If a REIT/PTF listed on Bursa Malaysia distributes 90% or more of its
total income (i.e., taxable income calculated based on Malaysian tax
principles) to unit holders during a YA, the REIT/PTF qualifies for a tax
exemption under Section 61A of the Income Tax Act 1967 (ITA) for
that YA. Unit holders would be subject to tax on their share of the
REITs/PTFs total income distributed to them. We set out below a table
summarizing the tax rates applicable to each category of unit holder
from YA 2026 as well as the previous tax rates, as set out in the
Practice Note.



Relevant tax rates, with effect from YA 2026

Chargeable persons

YA 2016 to YA 2025 YA 2026 and subsequent YAs
Types of tax Rate Types of tax Rate
(A) Company
* Resident Corporate rate? 24%° Corporate rate! 24%°®
= Non-resident WHT 24% WHT 24%
(final) (final)
(B) Foreign institutional WHT 10% Corporate 30%°
investor* (final) rate/non-resident

individual rate
* “Institutional investor”
means a pension fund,
collective investment
scheme or such other
person approved by the
Minister of Finance.

(C) Individual

= Resident WHT 10% Individual scaled 0% - 30%®
(final) rate

= Non-resident WHT 10% Non-resident 30%®
(final) individual rate

! Malaysian resident companies with paid-up ordinary share capital of RM2.5 million or less and gross business income not
exceeding RM50 million are eligible for preferential tax rates of 15% on the first RM150,000, 17% on the next RM450,000
and 24% on the balance of chargeable income. The concession does not apply where the company controls or is controlled
by, or is otherwise related to, another company with paid-up capital exceeding RM2.5 million or where 20% or more of its
paid-up ordinary share capital is owned, directly or indirectly, by foreign companies or non-citizens.
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Chargeable persons

YA 2016 to YA 2025

YA 2026 and subsequent YAs

Types of tax Rate Types of tax Rate
(D) Others
= Resident WHT 10% Corporate 0% - 30%®
(final) rate/scaled rate
= Non-resident WHT 10% Corporate 30%®
(final) rate/non-resident
individual rate

holders.

Next step

@ - To be reported in the unit holder's income tax return form.

The Practice Note includes various examples to illustrate the impact of the above to different categories of unit

REIT/PTF managers and investor relations teams should communicate these tax changes clearly to unit

holders, especially investors (other than non-resident companies) who must now file Malaysian tax returns

with respect to their REIT/PTF distribution income.
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EY | Building a better working world

EY is building a better working world by creating new value
for clients, people, society and the planet, while building trust
in capital markets.

Enabled by data, Al and advanced technology, EY teams help
clients shape the future with confidence and develop answers
for the most pressing issues of today and tomorrow.

EY teams work across a full spectrum of services in
assurance, consulting, tax, strategy and transactions. Fueled
by sector insights, a globally connected, multi-disciplinary
network and diverse ecosystem partners, EY teams can
provide services in more than 150 countries and territories.

All'in to shape the future with confidence.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not
provide services to clients. Information about how EY collects
and uses personal data and a description of the rights
individuals have under data protection legislation are
available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more
information about our organization, please visit ey.com. For

more information about our organization, please visit ey.com.
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This material has been prepared for general informational purposes only and is
not intended to be relied upon as accounting, tax, legal or other professional
advice. Please refer to your advisors for specific advice.
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