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Tax on building society savings accounts 

If you have a building society savings account and you are a UK taxpayer you will 

continue to be taxed in the 2015/16 tax year on the interest that you receive on 

your account. This interest is known as “savings income”. Interest on your savings 

normally has 20 per cent tax taken off before you get it. This will change from the 

2016 tax year onwards (see below). 

However, if you are on a low income, you may be able to get your savings tax-free 

or get some tax back:        

 If your income is less than £15,600 you may be able to get your savings 
interest tax-free. More information about this can be found below under the 
heading zero per cent tax.    

 

 If your income is less than £15,600 excluding savings interest you might be 
able to claim some or all of the tax back. More information about this can 
be found below under the heading I think I am eligible to reclaim some 
tax on my savings interest - how do I do it?  

 

 If you are a higher rate (40 per cent) taxpayer, or are an additional rate (45 
per cent) taxpayer, you will owe HM Revenue & Customs (HMRC) tax on 
the difference between the 20 per cent that has been deducted and the rate 
you should pay.  

 

If you are unsure whether you have paid tax on your savings, check for the words 

‘net interest’ on your building society statement. If the entry shows only the words 

‘gross interest’ then no tax has been deducted.  

Do I have to pay tax? 

For the tax year 2015-16, which runs until 5 April 2016, the basic personal 

allowance - or tax free amount you can receive before you have to pay income tax 

- is £10,600, although you may be entitled to a higher personal allowance if you 

were born before 6 April 1938.   

There are also some other allowances for example if you are registered blind, you 

may also be able to claim the tax-free blind person’s allowance. 

And if your income is £10,600 or less you may be able to transfer some of your 

personal allowance to your husband, wife or civil partner.  

Income tax is only due on income that is above your tax-free allowance(s). 
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You can find out whether your building society interest can be paid without 

deduction of tax here. 

Note: In the March 2015 budget the Chancellor announced that, from April 
2016, the first £1,000 of savings income will be tax free for basic rate 
taxpayers, and the first £500 for higher rate taxpayers. It is estimated that 
95% of the UK population will, from next April, pay no tax on their savings. 

Zero per cent tax  

From April 2015, the special rate of tax on savings was cut from 10% to zero and 
the band of income to which it applies rose to £5,000 (from £2,880). So, provided 
that your other income is modest, the first £5,000 of savings income can be tax-
free.  

This means that if you are eligible for the standard personal allowance of £10,600 

you may be entitled to get your savings interest tax-free if your total gross income 

is £15,600 or less (£10,600 + £5,000).  This amount may be higher if you were 

born before 6 April 1938 and/or are entitled to other personal allowances. Check 

with HMRC if you are unclear. 

The rate of income tax you pay on the interest you receive on your savings is 

worked out after the income you have earned, for example from a salary or 

pension, has been taken into account, but before any dividends.  Here are two 

examples: 

Example 1  

Jodie earns £20,000 from her job and also has gross savings income of £100, 

giving her a total income of £20,100.  As she is 34 and is not entitled to any other 

allowances, her personal allowance is £10,600.  

Salary    £20,000 

Interest        £100 

Total income    £20,100 

Less: Personal allowance -£10,600 

Taxable income               £9,500 

As Jodie’s taxable income is more than the £5,000 threshold for the zero per cent 

tax on savings income she will not be able to reclaim any tax on her savings 

income from HMRC in the 2015/16 tax year. But from April 2016 onwards, tax on 

the savings interest will not be deducted. 

Example 2 

Jasvinder earns £11,000 working part time.  She also receives a total of £200 

interest annually on her savings.  Her personal allowance is £10,600. 

Salary     £11,000 

Interest        £200 

Total Income   £11,200 

Less: Personal allowance -£10,600 

Taxable income       £600 

http://www.hmrc.gov.uk/calcs/r85/
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As Jasvinder’s taxable income is less than the £5,000 threshold for savings 

income she can register to get her savings interest tax-free. But from April 2016 

onwards, tax on the savings interest will not be deducted.    

 

There are two tax charities in the UK that help those on low incomes (household 

income of less than £17,000).  They are called TaxAid (click here for more 

information) and Tax Help for Older People which also runs a helpline for the over 

60s:Tel 0845 601 3321 or 01308 488 066.  You can find its website by clicking 

here.   

How do I get tax free interest on my savings? 

In the 2015/16 tax year savers who are not liable to tax on their savings income  

can fill in an R85 form for each savings account which will register that your level 

of income means you do not have to pay tax. This will allow your building society 

to pay your interest tax free. You can find an R85 form at your local building 

society office or online, here.   This applies in the same way to adults and children. 

If you need help filling out this form, you may find this information useful.  

Some building societies produce their own versions of the R85 form. These are 

often designed so that you can fill in one form to register more than one account 

with the same building society. 

You can also make a ‘non-written’ declaration. This can be done directly to your 

building society by telephone or email. You provide the same information and 

make the same declaration as required on the paper form, and then your building 

society will make a copy declaration, confirming all the details. 

In addition, some savings accounts are tax-free: 

 Individual savings accounts (ISAs) – both cash and stocks and shares 

 Junior ISAs 

 Child Trust Funds 

The need to complete an R85 form disappears from April 2016 onwards. 

 

I think I am eligible to reclaim some tax on my savings interest - how do I do 

it?  

To reclaim the overpaid tax you will need to complete an R40 form and send it to 

HMRC. You can download this form by clicking here.  

The gov.uk website has useful information on this topic here   

You can also reclaim tax from earlier years by completing an R40 form for each 

year. You have until 5 April 2016 to reclaim tax from the year 2011-12. 

 

 

 

 

http://taxaid.org.uk/
http://www.taxvol.org.uk/
https://www.gov.uk/government/publications/income-tax-get-interest-without-tax-taken-off-r85-from-6-april-2015
http://www.hmrc.gov.uk/helpsheets/r85-helpsheet.pdf
http://www.hmrc.gov.uk/forms/r40.pdf
https://www.gov.uk/apply-tax-free-interest-on-savings
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I am a basic rate taxpayer… 

If you are a basic rate (20 per cent) taxpayer, you do not need to take any action 

as this tax will have been automatically deducted by your building society in the 

2015/16 tax year. No extra tax is due. However, read the Zero per cent tax 

section above to see whether you qualify to claim your savings income tax free. 

 

I think I should be paying extra tax on my savings… 

If you are a higher or additional rate taxpayer, you must let HMRC know what 

interest you have received so they can collect the extra tax due.   

How do I go about doing this? 

 If you normally complete a self assessment tax return, you will need to 
declare your savings income on your annual return. 

 If you do not complete tax returns, you can ask HMRC to send you a P810 
tax review form so they can check on your level of savings and other 
untaxed income, and then adjust your tax code (or ask you to complete a 
tax return if necessary). 

If you have income over the various thresholds (see gov.uk website for 
information), the same will apply from April 2016 onwards. 

 

How are joint accounts treated in 2015/16? 

If you have a joint account with a building society, interest is normally divided 
equally for tax purposes between you and the other joint holder. 

If both of you do not expect to be liable for tax on your savings income, you should 
each complete a form R85.  Interest will then be paid gross - i.e. no tax deducted.  
It helps the building society if you submit both forms R85 for a joint account 
together. 

If only one of you does not expect to be liable for tax on your savings income, it 
may still be possible for you to receive your share of the interest gross.  Check with 
your building society.  If the society cannot do this, you can claim any tax overpaid 
on your share of the interest from HMRC by completing the R40 form.  

 

Are joint accounts held by married couples and civil partners treated in the 
same way? 

Yes, if you and your spouse/civil partner have an account in joint names, the 
income you receive will normally, for income tax purposes, be divided equally.  
More information on joint accounts can be found in this leaflet. 

 

Do children have to pay tax in 2015/16? 

It depends entirely on their income. Children, like adults under age 65, have a 

personal allowance of £10,600 for the tax year 2015-16).  As long as their annual 

income (including interest) is below £15,600, they will be able to: 

 Receive interest without having the tax deducted (parents or guardians fill 
in an R85 for each account). 

https://www.gov.uk/income-tax
http://www.hmrc.gov.uk/forms/r40.pdf
https://www.bba.org.uk/publication/leaflets/you-and-your-joint-account/
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 Claim back any tax they should not have paid (parents or guardians make 
a separate claim to HMRC using an R40). 

Children can receive savings interest tax-free if their total income is less than 

£15,600. And they are able to reclaim some tax if their non-savings income is less 

than this amount.  Click here to access form R40. 

You can give a child, or invest on his/her behalf, as much money as you like.  But if 

you are a parent or step-parent and the money you give your child earns more 

than £100 interest a year, the interest will be taxed as if it is your own. 

This £100 limit applies only to each parent and step-parent.  It does not apply to 

grandparents or other adults. 

More information on children and tax may be found here.  

 

I don’t live in the UK. Where do I fit in? 

If you have a building society account and move to another country, you will have 

to check if you can still keep the account open – many societies do not allow 

accounts to be held by people living abroad.  

If you are able to keep the account open, you can complete a form to receive 

interest free of tax if your building society agrees to accept the form. 

When you complete the form, an R105, you have to declare that if you become 
resident in the UK, you will let the building society know.  

Residency in the UK depends on an individual’s circumstances. If you are unsure 
of your residency status you can check here. Your building society will not be able 
to help you determine your tax residency but HMRC should be able to. 

 

 

 

 

http://www.hmrc.gov.uk/forms/r40.pdf
http://www.hmrc.gov.uk/tdsi/children.htm
http://www.hmrc.gov.uk/international/rdr3.pdf

