
Taxation of rental income derived from the letting 
of residential tenement during the basis years 2014 
and subsequent years

Any person in receipt of rental income in respect of a 
tenement (as defined) to an individual has, with effect 
from the basis year 2014, the option to apply a flat rate 
of tax of 15% on the gross rental income. 

Such tax is final and no set-off or refund may be 
granted in respect of the tax so charged.

In the event that this option is exercised by an 
individual, the rental income is deemed to be separate 
from the other chargeable income and it would not 
need to be disclosed in the individual’s income tax 
return.

Instead, such tax and relative declarations would have 
to be made by the 30 June of the year following that to 
which the income refers, on a prescribed form.

Companies resident in Malta opting to be taxed under 
this system would allocate the distributable profits 
resulting from such rental income, and on which tax 
has been charged at the rate of 15%, to the Final Tax 
Account.
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Regularisation of undeclared rental income and a reduced rate 
of tax on rental income
Direct Tax Services

The Government has recently introduced an 
opportunity to individuals to regularise their 
tax position with respect to undeclared rental 
income earned in past years.

This scheme follows on the launch of the reduced 
tax rate on rent, whereby qualifying rental income 
may be subject to a final withholding tax of 15%, 
instead of being taxed at the standard rates of tax.



Undeclared rental income derived during the period 
2005 to 2012

A one-time arrangement has also been introduced for 
individuals who want to regularise their tax position 
with respect to previous years’ qualifying rental income 
which was not declared in their past income tax returns. 

To avail themselves of this arrangement, individuals 
will have to declare such previously undeclared income 
for the period 2005 to 2012. The tax at 15% will be 
computed on the basis of a qualifying 2 year average of 
the rental income received during the said period. 

No interest or penalties would be charged on such 
declarations. 

Details of the rental income and payment of the tax  
must be filed by 30 June 2015 on a form prescribed for 
this purpose.

However, where a person derives rental income from 
the rental of more than one ‘tenement’ and the option 
to be taxed at the final tax of 15% on the gross rental 
income is exercised for the particular year, the taxpayer 
must apply the 15% final tax to the total rental income 
derived from all the ‘tenements’ let out by such person. 

Under-declarations of rental income

In the event that, following an enquiry, the 
Commissioner determines that any rental income which 
should have been declared was not so declared, such 
income would be subject to tax at the rate of 35% on the 
gross rental income received.

Such tax would also be final and no set-off or refund 
would be granted to any person in respect of the tax so 
charged.  

Interest and additional tax payable under the Income 
Tax Acts would also apply.
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What is a ‘tenement’? 

For the purposes of applying the reduced tax rate on 
rental income, the term ‘tenement’ refers to a non-
commercial tenement consisting of either a dwelling 
house, or part thereof, which is to be occupied or is 
occupied as a home or residence by the occupier, or a 
garage. 

Such definition also excludes a tenement which for the 
purpose of the said letting is required to be licensed by 
virtue of the Malta Travel and Tourism Services Act.

Where the taxpayer derives income from more than 
one ‘tenement’, is the option to be taxed at the rate 
of 15% or under the existing regime, available for 
each ‘tenement’?

The scheme is a voluntary one, meaning that a taxpayer 
may still opt to retain the existing tax regime for rental 
income. 


