
Savings income – do you need to claim back tax? 

From 6 April 2016 onwards, bank and building society interest has been paid gross without the 

deduction of tax. However, previously basic rate tax was deducted at source unless you were a non-

taxpayer who had registered to receive your interest gross. 

If you had savings income in 2015/16, your taxable income was low, and if you hadn’t registered to 

receive your income gross, you may be due a repayment. 

Tax-free limits 

For 2015/16, the personal allowance was set at £10,600. To the extent that taxable non-savings 

income did not exceed the savings rate limit of £5,000, savings rate income was taxed at 0%. This 

meant that an individual could potentially receive up to £15,600 of savings income tax-free if they 

had no other income. 

Case study 1 

June is 74. In 2015/16, she receives a pension of £8,000 and bank and building society interest of 

£6,000 (gross) from which tax of £1,200 has been deducted. 

Her total income for the year is £14,000.  

Her pension of £8,000 is fully covered by her personal allowance of £10,600, leaving £2,600 of her 

personal allowance available to set against her savings income of £6,000. 

The remaining £3,400 of her savings income is taxed at the savings starting rate of 0%. She has no 

taxable non savings income, so the full £5,000 nil rate savings rate band is available to her.  

Therefore, no tax is due on June’s saving income of £6,000 and she is entitled to a repayment of the 

tax of £1,200 deducted at source. 

Case study 2 

Margaret is also 74. She receives a pension of £12,000 and building society interest of £6000 on 

which tax of £1,200 has been deducted. 

Her personal allowance of £10,600 is set against her pension, leaving her with £1,400 of taxable 

pension income. The savings starting rate band of £5,000 is reduced by the amount of her taxable 

non-savings income, reducing the amount of savings income eligible for the zero rate to £3,600.  

The first £3,600 of her savings income is tax-free. The remaining £2,400 is taxed at 20% - giving rise 

to a tax bill of £480. However, as £1,200 has been deducted at source, Margaret is entitled to a 

repayment of £720. 

Claiming the repayment 

The 2015/16 self-assessment tax return should have been filed by 31 January 2017. Where a tax 

return has been completed, the repayment can be claimed via the self-assessment system. 

Where there is no requirement to file a tax return, a repayment of tax on savings income can be 

claimed on form R40. 

 

Savings allowance from 6 April 2016 



In most cases, the need to claim a repayment of tax deducted from savings income will disappear 

from 6 April 2016. From that date, bank and building society interest is paid gross and basic rate and 

higher rate taxpayers are allowed a savings allowance allowing them to receive savings income tax-

free up to the level of the allowance, regardless of whether they have taxable non-savings income. 

The allowance is set at £1,000 for basic rate taxpayers and £500 for higher rate taxpayers for both 

2016/17 and 2017/18. The savings rate limit and starting rate for savings remain, respectively, at 0% 

and at £5,000.  

 


