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What is the Tax Deduction Scheme for Interest?

1.1 Since 6 April 1991 tax has been deducted from deposit interest paid by deposit-takers and

S850 building societies. From 6 April 2008 tax is deducted at the basic rate of tax (BRT). The

ITA scheme is known as the Tax Deduction Scheme for Interest (TDSI) and is referred to as
“the Scheme” in these guidance notes.

The purpose of these guidance notes @

1.2 These notes are for Financial Institutions. %

The definition of ‘Financial Institution’ for the purpose of these guid&otes is a deposit-

taker or a building society. O

These notes provide general guidance for Financial Instii&gons 8 how to operate the
Scheme and deduct BRT from appropriate interest ments® They replace the TDSI
Guidance Notes issued in March 2010.

Administration of the Scheme

1.3 HMRC's Savings Audit & Share Scherry Office (SASS) administer and audit the Scheme.
Their address is

HMRC Q
SASS

St John’s House®

Merton Roa

Liverpo&

L75

* & ct Information

chnical & Audit Tel: 0151 472 6269
Fax: 0151 472 6124

Email: savings.audit@hmrc.gsi.gov.uk
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Form supply Tel: 0845 900 0404
Fax: 0845 900 0604

Section 17/18 return Tel: 0292 0327285 or 6379

format and tape specifications  .Email: cni.firm@hmrc.gsi.gov.uk @
Who must operate the Scheme? %
1.4 All Financial Institutions must operate the Scheme.

How the Scheme works

15

S851
S855
S856
ITA

S850(6)

S850(6)

S51 FA
2005

L 4

Generally, all deposits belonging to individuals are relevant inv xut there are
exceptions to this and certain specified deposits are not re mtments - see
Chapter 2. Financial Institutions deduct BRT when they intYpest on relevant
investments, but Financial Institutions may pay integast on re®vant investments without
deduction of BRT in certain circumstances e 2. Payment includes crediting

bunt for BRT to HMRC and investors

interest to an account. Financial Institution

are regarded as having paid BRT on the int

Any reference to interest paid by a building society includes a reference to dividends paid
by the society.

‘Alternative finance cents’ (for example Sharia accounts) pay a return which is not

interest. But forgheRyrposSes of the Scheme, the return received by the investor is treated

as Q ayment.

@#¥come tax allowances to cover all or part of their interest may obtain

as if it

Invest
ay t of BRT from HMRC. And some Financial Institutions can (in certain
ircgstances) repay BRT to investors who register to receive their interest without

\e uction of BRT part way through a tax year (see paragraph 3.23).

henTs BRT deducted?

1.6
S851(2)

Financial Institutions must deduct BRT at the time interest is paid in the following
circumstances:
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Banks, other deposit-takers and Building Societies must deduct BRT from interest
paid on all relevant investments (see Chapter 2) except those for which they hold a fully
completed form R85 (see Chapter 3). Interest paid on deposits, which are not relevant
investments, must be paid without deduction of BRT.

In addition:

e Banks must also deduct BRT on yearly interest paid on money debts other thar‘@
relevant investments except where:

o0 the payment is made in the ordinary course of its business; or

o0 the provisions in chapter 11 of Part 15 of ITA 07 allow the intei®gt to Y& paid
gross (further information is available at
http://www.hmrc.gov.uk/manuals/saimmanual/saim9070 )

e Other deposit-takers must also deduct BRT on yearly int @ hid on money debts
other than relevant investments except where the proys o gNapter 3 or 11 of Part
15 of ITA 07 allow the interest to be paid gross (furtiedr in ation is available at
http://www.hmrc.gov.uk/manuals/saimmanual/saim9 htm )

e Building Societies must not deduct BRI frr forms of interest paid on money
debts

The legislation

Y4

1.7 The main legislation is in Secti 850 — 873 Income Tax Act 2007 (ITA). Thisis
supported by the following

e The Income Tax I¥kers and Building Societies) (Interest Payments)
Regulations 200 2008/2682)

o Theigconge T terest Payments) (Information Powers) Regulations1992 (as
992/15)

ame
Qdance, references to a section of an Act (for example ‘S851’) is a reference to
N e [Mcome Tax Act 2007 unless otherwise stated, and a reference to a regulation is a
ference to Statutory Instrument 2008/2682.
Schedule 23 to Finance Act 2011 replaces Section 17 and 18 Taxes Management Act

1970 with effect from 1/4/2012. Further details are available at

http://www.hmrc.qgov.uk/esd-quidance/s17-s18-si-reporting.htm
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http://www.hmrc.gov.uk/manuals/saimmanual/saim9070.htm
http://www.hmrc.gov.uk/manuals/saimmanual/saim9070.htm
http://www.hmrc.gov.uk/esd-guidance/s17-s18-si-reporting.htm

but throughout this guidance reference is made to section 17 and section 18.

Who is a deposit-taker?

1.8

S853

Enquiries and further information

1.9

A ‘deposit taker’ is defined as including

e The Bank of England @

e Those persons (banks) with permission to accept deposits under Part 4 FinCial

Services and Markets Act 2000 who are not building societies, Friendl ciej®s, Credit
unions or Insurance companies, \

e Municipal Banks,

e Local Authorities O

e EEA firms within Sch 3 FISMA 2000 with permission acCQgt deposits and Securities

Houses who deal in financial instruments as principal.

Financial Institutions who have any enquiricRg U the operation of the scheme should
contact SASS. If an enquiry concerns?pecific deposit account sufficient details of the

account (so as not to breach data secufity issues) should be provided.

Investors who have enquiri®@ aMgut the taxation of their interest should contact their own

tax office (or SASS ifghe t have a tax office).

er information about savings and investments can be found in the HM Revenue &

Customs ‘Savings and Investments Manual'.

The following forms are available from the HMRC website

R85 (PDF 34K)
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http://www.hmrc.gov.uk/tdsi/forces.htm
mailto:%20savings.audit@hmrc.gsi.gov.uk
mailto:%20savings.audit@hmrc.gsi.gov.uk
http://www.hmrc.gov.uk/manuals/saimmanual/Index.htm
http://www.hmrc.gov.uk/tdsi/forms.htm
http://www.hmrc.gov.uk/tdsi/forms.htm
http://www.hmrc.gov.uk/forms/r85.pdf

R85 Helpsheet (PDF 41K)

R85 Welsh (PDF 40K)

R85 Helpsheet Welsh (PDF 47K)

R85 and Helpsheet Large Print (PDF 48K)
R40

R40 Notes (PDF 97K)

R105 (PDF 430K)
R105 Norwegian (PDF 81K)

R105 (Arabic) (PDF 212K)
R105 (French) (PDF 54K)
R105 (German) (PDF 48K)

R105 (Spanish) (PDF 48K) O

R105(PR)(PDF 45K)

Q ' 4
>
S
&
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http://www.hmrc.gov.uk/helpsheets/r85-helpsheet.pdf
http://www.hmrc.gov.uk/forms/r85-wales.pdf
http://www.hmrc.gov.uk/helpsheets/r85-helpsheet-wales.pdf
http://www.hmrc.gov.uk/forms/r85lp.pdf
http://www.hmrc.gov.uk/forms/r40intro.htm
http://www.hmrc.gov.uk/forms/r40notes.pdf
http://www.hmrc.gov.uk/forms/r105.pdf
http://www.hmrc.gov.uk/forms/r105-norwegian.pdf
http://www.hmrc.gov.uk/pdfs/r105_arabic.pdf
http://www.hmrc.gov.uk/pdfs/r105_french.pdf
http://www.hmrc.gov.uk/pdfs/r105_german.pdf
http://www.hmrc.gov.uk/pdfs/r105_spanish.pdf
http://www.hmrc.gov.uk/pdfs/r105pr.pdf

Chapter 2 Relevant investments

Relevant investments

What is a relevant investment?

When is a deposit not a relevant investment?
Anstalts & Stiftungs

Escrow accounts

NOR declarations

Trusts

Charities, unit trusts and investment trusts
Bare trusts

Interest in possession trusts

Discretionary trusts

Accumulation and maintenance trusts

Contingent trusts

Will trusts

Mixed trust

HMRC Trust Offices ,
Qualifying certificates of deposit

Qualifying time deposits

General (undesignated) clientQccqaNt deposits

Designated clients’ accggn

Office Accounts
Term Bond ®
Individual s &:counts (ISAs)
Child Trus TF)
nt t ps

exqgators

ppointed Receivers

vidence that a deposit is not a relevant investment
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What is a relevant investment?

2.1 Financial Institutions must deduct BRT from interest on relevant investments unless
S856 they hold a fully completed form R85 (see Chapter 3) or the deposit is not a relevant
investment because it satisfies one of the conditions in paragraph 2.2.

A deposit will normally be a relevant investment if @

e anindividual or individuals is/are beneficially entitled to interest on the @his
includes partnerships, other than Scottish partnerships, where all th rgers are
individuals who are beneficially entitled to interest on the dep®g). If a limited liability
partnership is made up of individual partners the deposit £ e\t investment,
but if a limited liability partnership includes a partner, 't an individual (for

d liability partnership

S118ZA(4) will be regarded as a body corporate if it goeggnto liqu®ation and consequently any

TA 1988
@

e a personal representative recei\?interest on the deposit in that capacity, or

investment will no longer be a releva
e a Scottish partnership in which all thg are individuals is beneficially entitled

to interest on the deposit,

e the trustees of a discretiggary or accumulation trust receive interest on the deposit

in that capacity (se agr 2.11).

When is a deposit not a relegan tment?

2.2 If the interest on sit belongs to anyone other than those in the list at paragraph 2.1 it
is not a gglewgt in ent. Some examples are shown below and a fuller list is given at

Appendj

pany),
unincorporated clubs, societies (including friendly societies) and associations such as

om[®nies (including joint accounts where at least one party to the account is a
L 4
C

members clubs, but not those savings clubs, thrift clubs or Christmas clubs, where
interest is paid in proportion to the individual members investment,
e pension funds,

e |ocal authorities,
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e parish councils,
e schools under local authority control,

e charities.

S865  |n addition, even if it falls within the list in paragraph 2.1 above, a deposit is not a relevant

investment if

S866

e a qualifying certificate of deposit has been issued in respect of it (see par®gap 6),
8870 . . . . . . .

e itis a qualifying time deposit made before 6 April 2012(see para@ggphs 2.17),
S870

e itis a debt on a debenture issued by a deposit-taker,
S870

e itis aloan made by a deposit-taker in the ordinagy coursef his business,
S863

e itis a debt on a security held with a dep e ich is listed on a recognised stock
S867 exchange,

S861

5868 e itis a general client account deposit (see paragraph 2.18),

sgsg_ ° it forms part of a @t t fund of Lloyds,
e the deposit ighe/#gt a branch outside the UK,

S864

S r which the Financial Institution has received a valid NOR declaration

o jtis g D
S869 e % R 4),
S N:a deposit in an account designated as an ISA, Junior ISA or CTF account (see
\ paragraph 2.22),

70
e itis a deposit in respect of which a qualifying uncertified eligible debt security is issued,

e itis aloan made to a building society in connection with a ‘repo’
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e itis an investment with a building society that is a loan made by a bank

e it is a security issued by a building society (a Permanent Interest Bearing Share —

PIBS) which is listed or capable of being listed on a recognised stock exchange

Anstalts & Stiftungs
2.3 Anstalts and Stiftungs are Liechtenstein business entities which are fiscally o @

The current HMRC view is that Anstalts should all be dealt with as f they aNggoghpanies.

For TDSI, this means that Anstalts should receive gross interest.

The current HMRC view is that Stiftungs are Trusts for UK Qs. For TDSI
purposes, the deposit should be considered to belong to (g sett®r and the TDSI treatment

depends on the nature of the settlor - so if the sett/gsgg.an indlvidual, BRT must be
deducted.
If the settlor can show that they have not reta n interest, the Financial Institution can

treat the Stiftung as an interest in possfion trust (see paragraph 2.9) and the TDSI

position will depend on the natyga of the beneficiary. If the beneficiary is an individual,
BRT must be deducted. Q

Escrow accounts $

2.4 An escrow a contract where a third party (the Financial Institution) holds
Y

uyer and seller complete a transaction. The parties to the agreement

e funds should be released before the buyer places the deposit with the

er the escrow agreement has been entered, the terms for holding and

P &iging.the money cannot be altered in the absence of an agreement by all the parties.

\e financial institution is not a party to the escrow agreement, but is a custodian of the
deposit who has no right to alter the terms of the agreement or prevent the parties from
altering them if they so agree. The only agreement that the institution must make is to hold

the deposit, subject to the terms and conditions of the agreement.

The Financial institution will have to determine which party is beneficially entitled to any
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interest and deduct tax if the deposit is a relevant investment.

NOR declarations

2.5 Certain of the categories of non-relevant investments require completion of a declaration

S858
S861
The declarations are %@

Form R105 — individuals who are NOR in the UK
Form R105(PR) - deceased individuals who were NOR in the U
Form R105(DAT) - Discretionary & Accumulation trusts in whi t neficiaries and

all the trustees are NOR in the UK

before interest can be paid without deduction of BRT (see Appendix 1).

Form R105(AFA) - individuals who are NOR in the UK, an 0 receive an alternative

finance return which is treated as interest. O

The declarations must be on forms provide C or an approved substitute.

Any substitute or ‘'own versions’ of thes&orms must receive approval in writing from SASS

before they can be used. ReleRg for approval should be sent to SASS (see address in
paragraph 1.3 or e-mail sajngyaudit@hmrc.gsi.gov.uk. If substitute versions are used

without approval they ar alid. Consequently, any tax which was not deducted from

interest paymenm e from the Financial Institutions to HMRC.
Trusts K

2.6 e \Whd

% pSt on a deposit arises to trustees, the deposit may be a relevant

nment depending on the nature of the trust. To determine the nature of the trust for
TS \ purpose Financial Institutions may rely on information provided by the trustees such
\ a copy of a letter from a solicitor or accountant acting for the trustees.
Before 1991/92, HMRC issued ‘rulings’ on the status of a Trust but these are no longer
provided. If a long established Trust has such a ruling it can be used as an alternative to

the letter mentioned above. If an HMRC ruling is submitted to the Financial Institution, the
Institution should seek confirmation that the status of the Trust has remained unchanged.
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But, if the beneficial owner of the interest is an individual, (and therefore the deposit is a

relevant investment) the account cannot be registered with a form R85 (see Chapter 3).
Reg 6 The reason is that the certificate must be given by the person in whose name the
investment is held and who is beneficially entitled to the payment. In this case the investor
IS the trustee and the account will be held in the name of the trustee, and as the trust@

not beneficially entitled to the payment they cannot complete a form R85. %

But it may be possible to accept a declaration form R105 (see Chapter 4) Qghe 'fin types
of trust are considered below. Flowcharts at Appendix 4 show wh a for 105 or a

form R85 can be signed. O

Charities, unit trusts and investment trusts

2.7 Where interest on a deposit arises to trusteeg of g % able trust, unit trust (whether
authorised or unauthorised) or investment tr o sit is not a relevant investment
(see Appendix 1).

Bare trusts ,

2.8 A bare trust, also known as trust', is one in which each beneficiary has an
immediate and absolute ri oth'the capital and income. The beneficiaries of a bare
trust have the right to ta al possession of trust property. The property is held in the
name of a truste t stee has no discretion over what income to pay the
beneficiary. | trustee is a nominee in whose name the property is held and has

no active WItI®gto perform.

oYy t on a deposit arises to trustees of a bare trust the status of the deposit
TS & ds on the nature of the beneficiary.

\the beneficial owner of the interest is an individual, (and therefore the deposit is a
relevant investment) the account cannot be registered with a form R85 (see paragraph

6 2.6). The reason is that the certificate must be given by the person in whose name the
investment is held and who is beneficially entitled to the payment. In this case the investor

holding the account is the trustee, and as the trustee is not beneficially entitled to the
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payment they cannot complete a form R85.
The flowchart at Appendix 3 shows whether a form R105 or a form R85 can be signed.

Bare trusts for minors and adults who are mentally incapacitated are specifically allowed to
be registered for gross interest with a form R85 if the conditions for giving a form R8

met (see Chapter 3). %

Interest in possession trusts

2.9

This type of trust exists when a beneficiary has a current legal righ@c e from the
e

trust as it arises. The trustees must pass all of the income recei y trustees'

expenses and tax, to the beneficiary.

A beneficiary who is entitled to the income of the trust for lif®Qg known as a 'life tenant' (a

'liferenter in Scotland) or as having a 'life intrestent interest' in Scotland).

The income beneficiary need not, and often @ bt, have any rights over the capital of
such a trust. Normally, the capital will pass to a different beneficiary, or beneficiaries, at a
specific time in the future or after a spﬁc future event.

Where interest on a depos S to trustees of an interest in possession trust the status

of the deposit depends ature of the beneficiary. If the beneficiary falls within the

categories listed | a h 2.1 the deposit is a relevant investment - but the exclusions
in paragraph ly.

N

owner of the interest is an individual, (and therefore the deposit is a

tment) the account cannot be registered with a form R85. The reason is that

rtificate must be given by person in whose name the investment is held who is

€
x%&ﬁcially entitled to the payment. In this case the investment is held by the trustee, and

the trustee is not beneficially entitled to the payment they cannot complete a form R85.

The flowchart at Appendix 3 shows whether a form R105 or a form R85 can be signed.

Discretionary trusts
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2.10

Trustees of a discretionary trust generally have discretion about how to use the income of
the trust. They may be required to use any income for the benefit of particular

beneficiaries, but the trustees can decide

e how much is paid,

e to which beneficiary or class of beneficiaries payments are made, @
¢ how often the payments are made, and
e what, if any, conditions to impose on the recipients.

The trustees may, or may not, be allowed to 'accumulate’' income wmhehtrust for as

long as the law allows rather than pass it to the beneficiaries. IO as been

accumulated becomes part of the capital of the trust.

Where interest on a deposit arises to trustees of a discretion®y trust the deposit is a

trust are not resident in the

ds for believing that any of the
Marily resident in the United Kingdom or
a company which is resident in the Un| Kingdom, and they make a declaration to that
effect to the Financial Institution, the d osit is not a relevant investment (see paragraph

2.1). So where a Financial | s receives a fully completed declaration it must not
deduct BRT from future pa of interest. See also paragraph 4.27.
A Flat Manage y (FMC) can be both a company and, under Section 42

Landlord an(@ 1987 (LTA), a Discretionary and Accumulation Trust. This means

that interg on a deposit made by a FMC may be paid net if the FMC requests it to be

\ e the ‘company’ status. There will be no Trust Deed in these cases.

itutions will need to hold evidence before they begin making net payments to
C any. As there is no Trust Deed we suggest that Financial Institutions obtain a

S|OWd declaration from the company certifying that the funds to be held in the bank

account are, under section 42 LTA 1987, held by the company in its capacity as a trustee

of a trust to hold service charges.

The flowchart at Appendix 3 shows whether a form R105(DAT) can be signed.
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Accumulation and maintenance trusts

2.11

An accumulation and maintenance trust is one in which the beneficiary will become entitled
to the property, or at least to the income from the property, upon reaching a certain age (no
more than 25). The trustees can use the income for the maintenance of the beneficiary
before the date on which the beneficiary becomes entitled to the property or to an inter

In possession in that property.

Trustees of an accumulation and maintenance trust are given power to 'accu %
income of the trust until a certain date, at which time the beneficiary is enti
property of the trust or to the income arising from that property

In England and Wales, the beneficiary (unless the terms of otherW|se)

becomes entitled to the income from the property held in truwhen he or she reaches

18, and an interest in possession trust is created atthat pointWith respect to that

beneficiary.
The position in Scotland is different, as ther equivalent entitlement to the income of
the trust at age 18. However, Scots Iav?mits accumulation periods so accumulation and

maintenance trusts will often end when the beneficiary reaches the age of majority.

A payment of interest toan Qccgt belonging to trustees of an accumulation and

maintenance trust s paid gross unless certain conditions are met -

e the tst not resident in the United Kingdom; and

o they &ave any reasonable grounds for believing that any of the beneficiaries of
n individual who is ordinarily resident in the United Kingdom or a company

(s resident in the United Kingdom; and

must have made a declaration to that effect to the Financial Institution.

So where a Financial Institution receives a fully completed declaration on form R105 (DAT)
it must not deduct BRT from future payments of interest.

The R105 (DAT) is a prescribed HMRC form, and any substitute or 'own’ versions of this
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forms must receive approval in writing from SASS before they can be used. Requests for
approval should be sent to SASS (see address at paragraph 1.3). If substitute versions
are used without approval they are not valid. And consequently any tax, which was not

deducted from interest payments, is due from the Financial Institutions to HMRC.

Substitute versions must be in the same format, and have the same notes as the HM@

form R105 (DAT). The logo can be changed and references throughout the forn%
erin

'building society, bank or other deposit-taker' can be changed to the name of ial

Institution. If the version sent for approval is in a different colour or shadegm HMRC

form, a coloured version must be sent to SASS. \
The flowchart at Appendix 3 shows whether a form R105 (DAT signed.

Contingent trusts

2.12 This is a trust where the beneficiary’s right tg,recq Qpital or income is conditional upon

him or her satisfying a prior requirement - for4Rg

)

contingent trust and the beneficiary is not entitled to the income as it arises the deposit is

at he or she reaches a specified

age or survives a named person. Where in a deposit arises to trustees of a

treated as held by trustees of a discretigary or accumulation and maintenance trust (see

paragraph 2.11) until the con is/are satisfied. If the beneficiary is entitled to the
income as it arises the depQeitQtreated as held by the trustees as an “interest in
possession trust” (see p h 2.9).

The flowchax 3 shows whether a form R105 or a form R85 can be signed.
Will Trusts Q

2.13 trust established by someone’s will. For example, someone (the testator)
TS &e a will directing that a specific legacy, instead of going directly to an individual,
x Id on trust. Or they might direct that whatever is left over from their estate after
ying all debts, funeral costs and legacies, is to be held on trust for minor grandchildren.
A will trust can be any type of trust — bare, interest in possession,
accumulation/discretionary. It depends on the exact terms of the will that establishes the

trust.
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The Financial Institution should establish which type of trust the will trust is and follow the
relevant guidance in paragraphs 2.7 — 2.14.

Mixed trusts

2.14 A mixed trust is a mixture of more than one type of trust. For example, some of the as
in a trust may be held on an interest in possession trust; other assets may be held o

accumulation/discretionary trust.

Example

Two children benefit from a trust. According to the terms of the trus@:e eneficiaries
are each entitled to half the income when they reach 18, and in e income is to
il 14. At 18 Zoe is

entitled to half the income. The part of the trust benefitingg oe omes an interest in

be accumulated or paid at discretion. Zoe reaches 18 while gar

possession trust, while the part that benefits Sarah remains 3 accumulation/discretionary
trust until she reaches 18. In other words, wigen 4 @ hes 18 the trust becomes a mixed

trust.

In mixed trusts, the income for each partQf the trust will be taxed under the rules that apply

to that type of trust. For example, the part of the trust in which there is an interest in

possession will be taxed as h, Wile the accumulation/discretionary part will be taxed as
an accumulation/discretion t. This applies to trustees and beneficiaries as
appropriate.

Trust Offices

2.15 The con dequils for HMRC Trust Offices are available from our website.
ert

Qualifyi

2. ’\ esit for which a qualifying certificate of deposit has been issued by the Financial
S

ates of deposit

titution is not a relevant investment.

A qualifying certificate of deposit is a certificate of deposit under which

e the amount payable by the Financial Institution exclusive of interest, is not less than
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£50,000 (or, for a deposit denominated in foreign currency, the equivalent of £50,000
when the deposit is made), and

e the Financial Institution is obliged to pay that amount within 5 years of the deposit being
made.

Qualifying time deposits @
2.17 %
S866

An account is a Qualifying Time Deposit (QTD) if the terms & conditions f®he ount

meet the five criteria below \

e the deposit is at least £50,000

e repayment to be made at a specified time within S5qarsQgthe QTD being made
e makes no provision for the right to repayment to be tr®sferred

e prevents partial withdrawals

e prevents additions.

A QTD made on or after 6 April 2012 c?be a relevant investment (see paragraph 2.1)
and if it is the deposit will be subject to TDSI (see paragraph 2.17a).

If all of the above conditiopnRareqget in the terms & conditions the account will be a QTD

even if it was not th f the Financial Institution to offer QTD accounts.

If the tergs Q '@ do not meet the criteria the account is not a QTD. So, for

example ms & conditions do not meet the criteria because they allow additions to
the acc the saver does not make any additions to the account the account is still
a

meria 1 - £50,000

The deposit must be at least £50,000. If the account is not a sterling account, the deposit

must be the equivalent of £50,000 at the time the deposit is made — if a change in currency
rates mean the account deposit is less than £50,000 after the QTD has been taken out this

is acceptable and the account will remain a QTD.
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Criteria 2 — repayment within 5 years

The terms & conditions must specify the repayment date. This date must be within 5 years

of the QTD being made — repayment on the fifth anniversary is not acceptable.

The repayment date must be specified at the outset - it is not sufficient that the deposit

agreement says merely ‘x days from the date notice to withdraw is given’, it must giv

actual date. %

If a QTD matures on a non working day it can be repaid on the next workifg da it can

be repaid on the last working day prior to maturity. \

Criteria 3 - repayment to be transferred

The terms & conditions cannot allow the capital to be re toQthird party upon maturity.

Criteria 4 - withdrawals
The terms & conditions should make it clear L& d be the intention of the saver to
% Wate. A Financial Institution may include

a condition that an early withdrawal will incur a penalty. HMRC do not have the authority to

leave their capital in the account until the m4
prevent capital being returned to the s#er before maturity, but will review cases where a

Financial Institution has agre reak a QTD to ensure the correct tax treatment of

interest has been followed determine whether the deposit was ever in fact a QTD

Criteria 5 — additi
Additions to t are not permitted — either by the saver or by the Financial

ccount may be offered where interest is paid before the maturity date e.g.

paid away’ to another account. If the terms & conditions allow the interest

& e account will not be a QTD.
O

a Financial Institution offers a QTD that pays away the interest to another account, but

that interest, for system reasons, is credited to the account and subsequently ‘paid away’
on the same day without ever being added to the original sum deposited for the purpose of

calculating future interest, then the account will remain a QTD.
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2.17a

2.17b

L 4

Deduction of tax from OTD interest

A QTD is not a relevant investment if the deposit was made before 6 April 2012. If the
deposit is made on or after 6 April 2012, the deposit will be a relevant investment (and

must be deducted from any interest paid), if any of the conditions in paragraph 2.1 a

But if the customer is
e a UK non-taxpayer and not liable to pay tax, a form R85 can be d, or

e not ordinarily resident in the UK, a form R105 can be complet

Both of these options will allow the interest to be paid gross. \
Broken QTDs O

Where any of the conditions cease to be met the QTD is Igken'®nd is no longer a QTD.

Examples of a QTD being broken include

e additions to the deposit (including AliSEd interest),

e withdrawal of part of the deposit b matures, and

e pooling the deposit with othe’eposits.

Where a QTD set up befor prifP12 is broken, Financial Institutions should pay any
accrued interest refera ly'® the period in which the deposit was a QTD without
deduction of BRT. | alrontinues to run to maturity following a partial
withdrawal/additf@n a QTD has been broken, BRT must be deducted from any interest
paid if theg ing@stm now a relevant investment (see paragraph 2.1).

Th of the saver does not mean the QTD rules have been broken. If the saver

claMN§gl bankrupt no action is necessary and the QTD will remain a QTD until maturity

thdrawal.

\ un® the account ceases to qualify as a QTD for some other reason e.g. a partial

Terms & conditions

The terms and conditions of a QTD should make it clear to the investor that the account is

a QTD and therefore, if the deposit was made before 6 April 2012, interest will be paid
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without tax taken off. For deposits made after 5 April 2012, BRT must be deducted from
any interest if the QTD is a relevant investment (see paragraph 2.1). As the accountis a
QTD, interest will not be added to the account balance so the terms & conditions should

explain how the interest will be treated.

The investor should be made aware that the interest forms part of their taxable incorr@

should be notified to HMRC if necessary. %

Roll over

Interest added at the date of maturity can be rolled over as part of epositmio a new

QTD. If the rollover takes place on or after 6 April 2012, the de% a relevant

investment if any of the conditions in paragraph 2.1 apply and st be deducted from

any interest paid. At maturity, if capital and/or interest is o) and the deposit falls
below £50,000 the balance cannot be rolled into a new QT

O

@92 dies, the deposit can remain a QTD

Death of the saver
Where the holder of a QTD made before 6 A
(and be entitled to gross interest) as long as the QTD conditions are not breached. But the
QTD cannot then roll over into another{l’D following maturity.

If an executor closes a QT e before 6 April 2012 before maturity, the account will
ceasetobeaQTDonc Interest accrued up to the date of closure will be paid
gross. %

Example

Mr A, @ r C each open a QTD on 1 August 2008.

TS & aturity date for each of the QTDs is 31 July 2011.

I 3 men die on 1 September 2010.

Mr A's executors inform the Financial Institution of his death but do not request the removal
of funds from the QTD. The QTD has remained unbroken and interest will be paid gross
on 31 July 2011.
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Mr B's executors inform the Financial Institution of his death and request some of the
capital to pay for his funeral expenses. They ask for £3,000 to be paid to them from the
QTD on 7 September 2010. The QTD has now been broken. The Financial Institution
should pay all accrued interest up to 7 September 2010 gross. But the remaining capital is

no longer in a QTD and any future interest must be paid net if the deposit is a releva

investment (see paragraph 2.1). %

Mr C's executors inform the Financial Institution of his death and request Qof t apital
to distribute to his beneficiaries. The Financial Institution pays the taI tot on7
September 2010. The Financial Institution should pay all accru p to7

September 2010 gross.

General (undesignated) client account deposits

2.18 A general client account deposit is not a releyant j @ ent. A general client accountis a
deposit in a client account where

S863

e the account is not held for one or mor particular clients,
e the account-holder's treatment of th monies in the account is governed by statutory
regulations, and

e under those regulationseQgcount-holder is required to make payments representing

interest to some clients for whom, or on whose behalf, the deposits were
received. ®
In partlc N 0sits by solicitors, accountancy firms, licensed conveyancers, estate
agents ment businesses operating under the Financial Service and Markets Act

Rules, and containing funds for a number of clients are general client
0 ccqant deposits. The Financial Institution should be able to provide written confirmation
orting the underlying nature of any accounts opened by solicitors etc at audit.

esi ted clients’ accounts

2.19 Designated client accounts are relevant investments - but the exclusions in paragraph 2.2

may apply - for example, if
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¢ the clients are all NOR and the Financial Institution has received a valid NOR
declaration (form R105) signed by the person or one of the persons beneficially entitled
to some or all of the interest. If the interest is payable to someone else, the form may
be signed by that person instead (see paragraph 4.15),

e the client is a company, or

e the account is held for a child or a person with mental incapacity and is registered @

payment of interest without deduction of BRT. Paragraph 3.24 explains who

the form R85 on behalf of the owner of the funds.

A designated client account for a person aged 16 or over cannot bmre as the

certificate must be given by the person in whose name the inve !ll |d and who is

beneficially entitled to the payment. In this case the investor ho g account is the
solicitor, and as the solicitor is not beneficially entitled to paWgent they cannot

complete a form R85.

Office Accounts

2.20 The status of the solicitor, estate agent etc & 0 the office account where they
themselves are entitled to the interest.U(Iess a company has an interest in the business

or all partners are NOR such deposits Must have BRT deducted from any interest paid.

Term bonds

2.21 The majority of term Qon e interest paid or credited annually. But there are term

bonds available tg which have interest paid at maturity. Financial Institutions

may wish to N their publicity material the tax implications of term bonds which

only pay reqgat maturity.
UK gav ting in term bonds which do not have interest paid or credited annually
@ot realise that interest payable on the bonds is taxable in the year in which it is
¢ % d or credited. For example, if a bond matures on its fifth anniversary and all of the
Wterest which has accrued since it was taken out is paid on that date, all of interest is

taxable in that one tax year. It will help investors if this is made clear to them

e before they invest, in the publicity material about the product
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e during the term of the bond, in the interest statement sent out each year; and

e at maturity in the final interest statement issued.

A UK saver can be a non-taxpayer during the term of the bond, and therefore be eligible to
register their accounts (using form R85) to receive gross interest. However, the amo@
interest paid when the bond matures, together with any other income they receiyy#ma

such that the saver is liable to pay tax for that year. This will affect UK inves ’%ity
to register their savings accounts to receive gross interest. So investors dt ow
when the tax liability will arise so that they can plan ahead to have wv le to pay

any tax bill. This may also affect the amount of money they card

Examples
In the following examples the investor is under 65 and has nMncome other than the

building society interest she receives, and hag re
form R85.

for gross interest by completing

Mrs A invested £30,000 in a term bond} 1 May 2010 which lasted one year and matured
on its' first anniversary - 1 May 2011. On 1 May 2011 interest of £3,000 was paid to Mrs A.
The interest was taxable in tiglf ta ar 2011-12 because this is the tax year in which it
was paid. Mrs A did notne ay any tax because her total income for the tax year
2011-12 was below ce of £7,475.

Mrs B inyest £n a term bond on 1 May 2009 which lasted two years and matured

onits's &iversary - 1 May 2011. The interest on this bond is credited to Mrs Bs

accoun ates — 1 May 2010 and 1 May 2011. On 1 May 2010 interest of £3,000
cryted to Mrs Bs account. Mrs B did not need to pay any tax because her total

L 4 coMyg for the tax year 2010-11 was below her allowance of £6,475. Mrs B chose to leave

ISTinterest in the account because future interest would now be calculated on the original
deposit of £30,000 and the new addition of £3,000.

If Mrs B had chosen a bond that paid interest only on maturity she would have received
£6,200 in the tax year 2011-12. If Mrs B’s income for the tax year 2011-12 is more than

her allowance for that year she should cancel the gross registration and receive all the
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interest with tax taken off.

Individual savings Accounts (ISAs and Junior ISAS)

2.22 Interest on ISA accounts is exempt from income tax and is outside the Scheme.

from subsequent payments of interest unless they hold a fully completed

Where an account ceases to be an ISA account Financial Institutions should de%@

o form R85 (see Chapter 3), or
e avalid NOR declaration on form R105 (see Chapter 4).

For detailed instructions on dealing with the tax consequagices W& invalid ISA subscriptions

or repaired ISAs, see paragraphs 12.38 to 12.54 in Chapter ' and paragraph 24.3 in

Chapter 24 of the http://www.hmrc.gov.uk/isg{isa- e-notes.pdf

Child Trust Fund

2.23 Interest on Child Trust Fund accounts éxempt from income tax and is outside the
Scheme.
Where an account cegs a CTF account Financial Institutions should deduct tax
from subsequent e f interest unless they hold a fully completed

Chapter 3), or

eclaration on form R105 (see Chapter 4).

< ul ce for managers of Child Trust Funds is available from our website.

Intqge r S

Some deposit-takers (and possibly building societies) operate accounts for interest groups
where the balances from different parties are brought together. The overall balance is used
to determine the amount of interest paid and one account is nominated to receive interest.

The receiving account may, or may not be part of the group. If all parties to the group are
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entitled to gross interest (and the receiving account if this is outside the group), interest can
be paid gross. But where there is a mix of parties - some entitled to net and some to gross
interest - it is not acceptable to pay all of the interest gross because the receiving account
is entitled to gross. Where the group is mixed, interest should be paid after the deduction of

tax.

Example
An interest group is made up of 4 accounts (for companies A, B, C & D) with f ese

accounts being operated by a separate legal entity. All accounts are enti to Meive
gross interest as they are company accounts. Account A has a cre¥#balanc £100,000
but accounts B, C & D are each overdrawn with combined borroys 0,000. Account

B is nominated to receive all of the interest for the group.

Credit interest is earned on (£100,000 - £70,000) and thi a Id gross into the account
of B.
Using the example above, if B was an indivig Qould receive interest net) the

group is ‘mixed’ and all interest paid should @ Wafter deduction of BRT.

Sequestrators ,

2.25 Sequestration does not cha bemgficial ownership and the normal Scheme rules apply to

the beneficial owner.

Court Appointed Receiv

receivers hold assets in expectation of paying them to the court to

N order it is necessary to determine who is the ultimate beneficiary of the

If a Financial Institution is unable to determine beneficial ownership tax must be deducted

from any interest paid or credited.

Evidence that a deposit is not a relevant investment
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2.27

S857

All deposits must be treated as relevant investments unless the Financial Institution is
satisfied that it is not a relevant investment. There is no specific information that Financial
Institutions must seek in order to be satisfied that a deposit is not a relevant investment.
HMRC recommends that Financial Institutions obtain documentary evidence which can
reasonably be taken to confirm the nature of the investor. That might be the certificate of
incorporation for a company or the registered number for a charity, or the 'constitutior@

rules' for a club or society. %

There is no longer a requirement for a building society to obtain a form 3 P) upport
the payment of gross interest. But they will need to obtain sufficie idence10 satisfy

themselves that the payment should be gross. O
Tenancy Deposit Protection Scheme

2.28

There are two types of Tenancy Deposit Protection gcheme

Custodial Tenancy Deposit Scheme

There is only one government approved cust scheme, ‘The Deposit Protection
Service’. The deposit is held by the scWe in a separate designated account. The
scheme is funded by the inte ccruing on the deposit held, so it is very unlikely that

.
there will be any ‘unused’ igi®ggst tO®eturn to either the landlord or tenant.

Insurance Base anc® Deposit Scheme

p d insurance-based schemes; ‘The Tenancy Deposit Scheme’, and

h€ deposit is held directly by the landlord or managing agent who must pay

iums to the scheme administrator, who must maintain adequate insurance

&er failure by the landlord or agent to repay the deposit. The deposit can be a

nt investment depending on the status of the landlord or agent making the deposit

;
\ee paragraph 2.1). The tenant is not entitled to receive any interest on the deposit.
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Chapter 3  Registration for payment of interest without deduction of BRT for UK savers

3.1 What is registration?
3.2  How does an investor register?

3.3  How long does registration last?
3.4  Who can register? @
3.5  Form of written registration

3.6 R85 - substitute versions %

3.7 R85 - obtaining supplies of form R85

3.8 R85 - electronic versions

3.9 R85 - non-written registration \
3.10 R85 - action to take on receipt of a form R85 O
3.11 R85 - what information must it contain?

3.12 R85 - omissions and errors

3.13 R85 - National Insurance Number (NINO) O

3.14 R85 - several accounts

3.15 R85 - additional accounts

3.16 R85 - address

3.17 R85 - different address on form R85 to Fi&]cial Institutions records

3.18 R85 - address abroad

3.19 R85 - unique investor identifi Q

3.20 R85 - date

3.21 R85 - giving effect t
3.22 R85 - lost form\

3.23 RetrospectiQ
3.24 R85 - who

325 R {0 ho cannot sign but can make a mark
3.26 -\ estors who cannot sign or make a mark
3. in artially sighted investors

PowWer of Attorney
9 artially liable' investors
Trust accounts
3.31 Joint accounts - can investors register with a form R85?

3.32 Joint accounts - investors entitled to gross interest for different reasons
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3.33
3.34
3.35
3.36
3.37
3.38
3.39
3.40
3.41
3.42
3.43
3.44
3.45
3.46
3.47
3.48
3.49
3.50
3.51
3.52
3.53
3.54
3.55
3.56
3.57

Joint accounts - investors with unequal shares

Joint accounts - partial registration

Children's accounts

Children's accounts - who should sign the form R85?

Children's accounts - held in someone else's name

Children's accounts - child's 16th birthday

Children's accounts - child's 16th birthday & mentally incapacitated
Children's accounts - £100 rule

Diplomats

q)@

Child Trust Fund
ISAs

Changes to account O

Changes to name of investor

Death of investor

Death of investor - joint account O
Bankruptcy of investor

Transfer of account between branches

Mergers, take-overs, change of name Financial Institutions

De-registration ,
De-registration by HMRC

Re-registration

Retention of form R85 $
Storing form R85

Audit ®
InformationEl&

N
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What is registration?

3.1
Reg 4

Reg 6

UK Investors who are unlikely to be liable to pay income tax for the tax year in which
interest is paid may register their accounts for interest to be paid without tax taken off. The
accounts may be registered by the investor (that is, the person beneficially entitled to the
interest) or, in certain circumstances, by some other prescribed person (see paragrap
3.24).

How does an investor register? q ,

3.2
Reg 5

The person who registers the account must complete and sign the registra f R85
and give it to the Financial Institution. Where form R85 is fully com@#ed and signed by

the investor (or some other prescribed person see paragraph 3@ ial Institutions

must pay interest without deducting BRT until notification i accordance with
any of the events outlined at paragraph 3.3 below. Finan®gl InSutions are not expected
to verify the information given on form R85, but seegaragrap®3.11 about the information

the form R85 must contain

How long does registration last?

3.3

The registration of an account has end?ug effect and continues to apply in subsequent

tax years unless and until

e the account is de-regst e paragraphs 3.51 & 3.52),
e the investor dies raphs 3.46 & 3.47),

e theinvestor igd ed bankrupt (see paragraph 3.48),
e ani SQ child reaches the age of 16 (see paragraph 3.37 — 3.39).

Who can regist

INVeRpr may register an account for payment of interest without deduction of BRT if he

N

e is an individual, and
e is ordinarily resident in the UK, and does not expect to be liable to pay income tax for

the tax year in which the interest is paid
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Form of written registration

3.5

Financial Institutions may accept registration only on
e the HMRC form R85, or

e a copy form R85 downloaded from the HMRC website (a black and white version i
acceptable), or @

e a substitute form which has been approved by HMRC (see paragraph 3.6). %

R85 - Substitute versions

3.6

The gross registration form R85 for non-taxpayers is a prescribed C form, and any
substitute or 'own’ versions of this form must receive approval @g m SASS before

they can be used. Requests for approval should be sent t

SASS

Room 330 O
St John's House

Merton Road

Liverpool ,

Merseyside
L75 1BB

or e-mail savings.a ’gsi.gov.uk

rsio e used without approval they are not valid. And consequently any
tax, whigh™mgs deducted from interest payments, may be due from the Financial
Inst] o% RC

& te forms R85 must include the Helpsheet which must be updated annually, to show
\e current personal allowances, and each time they are updated they must be approved

by SASS. This will encourage eligible savers to register, and reduce the number of

accounts that have to be de-registered.
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Substitute versions must be in the same format, and have the same notes as the HMRC
form R85. The logo can be changed and references throughout the form to 'bank, building
society or local authority' can be changed to the name of the Financial Institution. If a
substitute version is in a different colour or shade from the HMRC form, a copy of the

actual form must be sent to SASS for approval.

updated.

Forms R85 which have been completed and are now held on record do not nee%@

R85 - obtaining supplies of form R85

3.7

3.8

The version on the HMRC website will always be the latest versj \

A Welsh version and a large print version of both the R8 psheet are also

available from the above page.

Supplies of form R85 may be obtained from S@I Orderline.

The orderline is open daily from 08.00am - 10°9#¥m and the contact details for ordering
from St Austell are ,

Telephone 0845 900 04

Fax 0845 4

ron®versions with an electronic signature and faxes sent on or after 6 April 2001 are

as registrations made in writing and can be accepted in the same way as written

R
4) \gistrations/declarations. Electronic signatures must conform to the Electronic

Communications Act 2000.

Financial Institutions may produce computerised forms with the account details already
printed on the form using either their own approved version or the HMRC version.

October 2012


http://www.hmrc.gov.uk/tdsi/forms.htm

Financial Institutions may also use a hypertext link to the HMRC form R85.

If a form R85 attached to an e-mail, or sent by fax, is in the prescribed form or an approved
substitute it can be treated in the same way as a paper version. If the form R85 is not the
prescribed version or an approved substitute it can be treated as a non-written version and
written confirmation can be sent in the usual way (see paragraph 3.9). But if the forn@
not the prescribed version or an approved substitute, and the Financial Institutio%

accept non-written R85s the form cannot be accepted.

R85 - non-written registration
3.9 Non-written registrations for payment of interest without tax takeg ceptable.

Reg 8 Taking registrations by non-written means is optional. Financia @ ions can insist on

written registrations.

Where a registration is not in writing, for exaple inade by telephone or e-mail
DOgaMt gistration must provide the same
% declaration had been made in writing.

A signature is not required. The Financial Institution must then make a declaration

without an electronic signature, the person

information and make the same declaration

confirming all the details provided and €&nd a copy within 30 days to the person making

the registration. The copy m ent by post, fax, in PDF format or e-mail and must

show the date it was sent.

. &
\\e date of creation is the date when all of the details are entered onto the Financial
Institutions system. This may be different from the date the declaration was printed, issued

or posted.

Corrections to the details on the copy confirmatory declaration need not be notified in
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writing. But where corrections are notified the Financial Institution must issue a revised
copy declaration. Where corrections are notified within the 30-day period the revised
declaration will take effect from the date the original copy declaration was sent. Where
corrections are notified outside the 30-day period the registration will take effect only from
the date the revised copy declaration is sent. Where a correction is made at any time after
the original registration Financial Institutions do not need to seek to recover tax that
to have been deducted, but must immediately issue a revised copy declaration, SS
registration is no longer appropriate. Copies of related correspondence sho @ned

for audit purposes.

R85 - action to take on receipt of form R85 \

3.10

When a Financial Institution receives a form R85 they should ¢ t the form has been
fully completed. But the Financial Institution does not hagl to Wify the information and, in

particular, does not have to check whether the investor is elgle to register.

S and it must be signed by a person

The form must contain the information in parg

in one of the categories listed in paragraph

R85 - what information must the form contair’

3.11

Reg 9

The form R85 must contain

e name of Financialln

e branch sortc r umber as appropriate (unnecessary if the account number is a
unique idegitte

e accoul er(s),
e whe @ account is a joint account (by ticking the appropriate box),

ary.or investor,
Iyestor's permanent residential address including postcode,

e investor's date of birth,

If the box for the NINO is not completed, the form can still be accepted.

R85 - omissions and errors

3.12

Financial Institutions must not accept forms R85 unless they are completed in full.
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HMRC recognises that incomplete forms R85 are sometimes accepted, and that there are
occasions when it would be unreasonable to return the form to an investor because of a
trivial error or omission. HMRC auditors will not treat forms R85 as invalid provided they

are satisfied that

¢ the Financial Institution has, in general, sought to obtain fully completed for )
e forms R85 have been annotated with missing information where appropri e
Chapter 9).

R85 - National Insurance Number (NINO) \

3.13 A National Insurance Number (NINO) should be completed if th w or has worked in
the UK in the three years prior to signing the form (but thqfor n be accepted if the

NINO is not given). Some of the places an investor will find g or her NINO are

e apension letter, O

e apayslip,

e aform P45 or P60,

e a letter from his or her tax office, ,

e a letter from the Depart t fOgVork & Pensions,

e aletter awarding jobgecgerNgllowance.

R85 - several accounts

3.14 The forng Rsﬁ t specific. Strictly, investors should register each account
Yo

separatg rm R85 enables two accounts to be registered provided that both

accoun

beMyis |Ileg|ble the form remains valid for the other.
&&al accounts

When a new account is opened by or on behalf of an investor, a new form R85 should be

ed on the form and the account numbers are legible. If one of the account

obtained. See paragraph 3.19 where Unique Investor Identifiers are used.
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R85 — address

3.16 This must be the investor's permanent residential address. This can include a retirement
home, nursing home, hospice, long stay hospital, a student term time address, or a BFPO
address.

Financial Institutions must not accept a form R85 containing a mailing ‘care of’ or PO@

address. %

If the investor does not have a permanent residential address, please contRESASS (at the

address in paragraph 1.3 or e-mail savings.audit@hmrc.gsi.gov.uk will decide whether

or not a correspondence address is acceptable.

R85 - different address on form R85 to Financial Institutions rqgfor

3.17 Where the address on form R85 is different to that gg the Fin®ncial Institution's records, the

Financial Institution should clarify the situati not mean that different

addresses are unacceptable - but Financial must satisfy themselves of the
reason. A record should be kept of the reas S up to the Financial Institution how to
record this information. But where the ress is a retirement home, nursing home,
hospice or hospital Financial Ingtitutions may accept a form R85 without making any

enquiries.

R85 - address abroad

3.18 An address abr indicate that an investor is not ordinarily resident (NOR) in the UK
in whichgasg§for IS not appropriate. In these circumstances the Financial Institution
ther the investor is ordinarily resident in the UK. If the investor is

nt in the UK, and the address is a temporary address, the R85 is

* r is entitled to complete and submit a form R105 if the Financial Institution operates
\e 105 scheme (see Chapter 4). No inquiries are necessary if a BFPO number is given

on a form R85 no matter what country or area is quoted.
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R85 - unique investor identifiers

3.19 If a unique identifier number is used for money market deposits or fixed term bonds, which

are regularly rolled over, a single form R85 is acceptable.

If a new account is opened a new form R85 must be obtained. @

R85 — date %
3.20 Financial Institutions may accept an undated form R85 provided it is date sta d

receipt (see Appendix 2). Financial Institutions should date stamp all formSQ854h receipt.

R85 - giving effect to form R85
3.21 When Financial Institutions receive a fully completed form QJSt pay interest

without deduction of BRT for the future.

A form R85 takes effect from the date itisr

ive @ p Financial Institution, not from the
date it was signed (and see paragraph 3.23

R85 - Lost forms

3.22 If a form R85 is lost or mislaid by the Financial Institution, a replacement should be
obtained as soon as possibleqglon®gith a statement from the investor confirming that
he/she has remained nggliaQe K tax since the date of the original form (see Chapter
9). HMRC auditors the absence of form R85 as evidence that the account has
not been correctiff resterad for interest to be paid without deduction of BRT. HMRC
auditors illﬁ circumstances behind the loss in order to ensure that it is simply a

0

case thg nal form R85 has been mislaid and not a weakness in procedures and
control Bunt opening.
Retgs ti

3.2 \n ncial Institutions may offer the facility of refunding any BRT deducted from interest
3) already paid on the account, but only for the tax year in which the account is registered.
This is known as retrospection. Financial Institutions may recover the BRT refunded either
by setting it off against tax payable on their next CT61 return (see Chapter 5), or by making

a claim to the tax office which deals with their corporation tax affairs. But
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¢ Financial Institutions may not offer retrospection in respect of payments of interest for
earlier years (see Chapter 6),

e where the account is a joint account, each payment of interest made in the year should
be split equally between the investors so that retrospection can be applied to each
appropriate part of the account,

e where retrospection is applied to foreign currency accounts, HMRC will pay
Financial Institution the original sterling amount of BRT paid and included %
relevant form CT61.

If a form R85 is received near the end of one tax year but is not progsed until the start of

the next tax year, it can be treated as effective for the earlier ye g/ pection

purposes (if the Financial Institution offers retrospection) pr 'dction 975 statement
has not been issued.

If retrospection is applied, see paragraph 7.7 for guidance oMgvhether or not the annual

S17 information return should be amended.

R85 - who can sign?

3.24
Reg 6

e The investor if he or she is 16 or gyer at the beginning of the tax year in which the
payment of interest is made andthe account is in his or her name,
e the parent or guardia theyvestor if the investor is under 16 at the beginning of

the tax year in which\ge ment of interest is made,

e the investor if is under 16 at the beginning of the tax year in which the
payment est® made but will become 16 during the year,
e a h a power of attorney to administer the financial affairs of the

t, guardian, spouse or a child aged 16 or over, of the investor where the

e

stor is mentally incapacitated,
0§ receiver or other person appointed by any court in the UK to handle the affairs of

the investor where the investor is mentally incapacitated,

e a person appointed by the Department for Work & Pensions (DWP) to claim or
receive benefits on behalf of the investor where the investor is mentally
incapacitated. Such persons are normally able to provide evidence of their

appointment, such as a letter from the Department for Works & Pensions.
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R85 - investors who cannot sign but can make a mark

3.25 Where the investor can only make a mark, a form R85 may be accepted if it is

accompanied by a statement from someone who knows the investor personally or can
identify them and has witnessed the making of the mark. (But see paragraph 3.9 ab@

non-written registration which could be given instead.)

R85 - investors who cannot sign or make a mark

3.26 A non-written registration can be made (see paragraph 3.9). \

Blind / partially sighted investors O

3.27 A non-written registration can be made (see paragraph 3§, T elpsheet that
accompanies the form R85 is available in Braille, agd both th®form R85 and the Helpsheet
are available in audio and large print versio T
Registration Helpline on 0845 980 0645.

st copies please contact the

A large print version is available.

Power of attorney

3.28 Financial Institutions form R85 signed by someone with power of attorney to
administer the financt f the investor but they should ask for sight of the power of
attorney. Flnan itutions are not required to carry out any additional checks on the
validity orney than they would make in other circumstances.

A for also be signed on behalf of someone who lacks the mental capacity to

rm him or herself by
L 4

\ e parent, guardian, spouse or a child aged 16 or over, of the investor
e areceiver or other person appointed by any court in the UK to handle the affairs of the
investor
e a person appointed by the Department for Work & Pensions (DWP) to claim or receive

benefits on behalf of the investor. Such persons are normally able to provide evidence
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of their appointment, such as a letter from the Department for Works & Pensions.

'Partially liable' investors

3.29 If an investor is unlikely to have to pay tax they can register all their accounts to receive
interest without tax taken off. But if they are likely to have to pay tax they cannot regi
any of their accounts. It is not possible to register only one account, even if their @
gross income is below their allowances, instead BRT must be deducted from all
accounts and they may claim repayment of any overpaid BRT from their Tgx Oge.

Investors who believe they have paid too much tax on their saving d wh ot have
a tax office, should ring Leicester & Northants Claims Office on 084 657850.

Example
Mrs Smith, who is age 42, has savings in both a bank accORgt and a building society

account. She earns about £4000 interest on eamccounts and she has no other

income. Because Mrs Smith's total taxable i 00 and her personal tax

allowance is only £6475 she cannot registe & of the accounts for gross interest. But

Mrs Smith believes that she can register one O"#e accounts for gross interest because the

£4000 she receives from that account M be below her tax allowances of £6475. Mrs
Smith is not entitled to do this use her total taxable income is more than her
allowances. Instead Mrs sho have BRT taken off all her interest and then reclaim

any tax overpaid from

Trust accounts %
3.30 Financi ould look closely at the underlying nature of certain types of trusts.

tio
For det e®stering trust accounts, see

are Wusts at paragraph 2.8,

\ rest in possession trusts at paragraph 2.9,
Discretionary trusts at paragraph 2.10,

L 4

e Accumulation trusts and maintenance trusts at paragraph 2.11
e Contingent trusts at paragraph 2.12
e Will trusts at paragraph 2.13

Joint accounts - can investors register with a form R85?
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3.31 Joint accounts may be registered
Reg 13

e if each investor is entitled to register (see paragraph 3.4) and provides his or her own
form R85, or
e one or more of the investors is entitled to register (see paragraph 3.4) and the Fin@

Institution is willing to accept a partial registration (see paragraph 3.34).
Where all the investors in a joint account have registered the Financial Insgituti ust pay
interest without deduction of BRT. \
Joint accounts - investors entitled to gross interest for different rea
3.32 BRT must be deducted from interest paid to investors whog&reQgll to receive interest

without tax taken off for different reasons. For example w one investor is entitled to
register using form R85 and another investor is eng®§to sign an NOR declaration on form
R105. In other words, a mixture of a registra R85 and form R105 is not
allowed on the same joint account.

Joint accounts - investors with unequal shar?

3.33 Investors who are not liable tog#gme tax and who are beneficially entitled to the interest in

unequal shares should ap ax office for repayment of BRT deducted. They

should not register the t fOr interest without tax taken off. For example, a brother
and sister who ar -taxpayers, have a joint account with 90% of the investment
belonging to t r nd 10% to the sister. The Financial Institution will pay the

interest, YeNged n of tax, in equal shares but the brother can reclaim 90% of the tax
and the amreclaim 10%. But because they do not own the money in equal shares
gister for interest without tax taken off.

J ﬁ@ - partial registration

ancial Institutions who offer the facility of partial registration must split the interest
e) (b) equally between investors and pay interest without deduction of BRT on any portion

relating to an investor who has registered. HMRC will treat the BRT deducted on joint

accounts as relating to interest paid to investor(s) who have not registered.

Children's accounts
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3.35 Children are entitled to income tax allowances in the same way as adults. And, depending
on their income, they may or may not be taxpayers. If a child is unlikely to be liable to tax

their account can be registered with a form R85.

Children's accounts - who should sign the form R85?
3.36 Children can register if they are due to become 16 during the tax year. Children @
Reg 6 cannot register themselves and the R85 must be completed with the child's det

signed by

e a parent or guardian, or

e if there is a care order in force and the local authority desig the order has

parental responsibility under the terms of the Children 4 authorised

representative of the local authority can sign. The signa®ge should be endorsed by the

local authority’s official stamp. O

The form R85 cannot be signed by

e foster carers, or

e grandparents (unless the@child's guardian).
Children's accounts - held in s@geqneWse's name

3.37 Financial Instituti ccept form R85 where the account is in someone else’s name
ZTf(QZ)(c) (for example, grandparent) if

inthe account belongs to a child under 16, and

. the

&

ver, Financial Institutions will want to bear in mind Regulation 9(2) of the Money

completed with the child’s details and signed by a parent or guardian.

aundering Regulations 1993 when accepting accounts where the underlying beneficiary

of the monies is not identified in the account designation.

Children's accounts - child's 16th birthday

3.38 A child's account registered for interest without tax taken off may have interest paid
Reg
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11(2)(b) without tax taken off until 5 April following the child's 16th birthday. After that date, interest
must be paid under deduction of BRT.

However the child can re-register himself or herself if the account is in their name and they
do not expect to be liable to pay income tax. The child does this by signing a new form
R85 at any time during the tax year in which their 16th birthday occurs. If the accour@

remains in the parents name it cannot be re-registered after the child is 16.

The child must sign the form R85 themselves. If the Financial Institution jgelie form

has been signed by a parent they should query it. Different rules ly if t Id is
mentally incapacitated- (see paragraph 3.39). K

Most Financial Institutions write to the account holder arou t@of their 16th
birthday to tell them that they must re-register their accoQgt. B®ythese letters can be
misleading if they don't explain that the child should check trWt they are eligible to sign a

form R85 before they do so. At 16 many chigdre

chool and go into paid
employment so they need to consider whet E eligible to complete a new form.

Adopting the following text will help reduce of incorrect registrations and potential

complaints. ,

‘Now that you are 16, after ne April, your interest will be paid with tax taken off,
unless you complete the erglo form R85 and return it to us. (The new tax year begins
next 6 April) Before, the form you must check that you are eligible to complete

and sign it. Yo 0 by completing the Helpsheet, and if you have any queries

thereisg h ne er for you to phone.'
Children's accoé d's 16th birthday & mental incapacity
3.39 ere Ild who is mentally incapacitated reaches the age of 16, and their account has

L 4 & gistered by their parent or guardian, the registration may continue for the future
urmess of course the account is de-registered by SASS or the parents or guardians). If the

account is not already in the child’s name, it is not necessary for the account to be

transferred into the child's name, or for the account to be re-registered.

Children's accounts - £100 rule

3.40 There are special rules if the savings have been given by a parent. If gifts from a parent
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Reg produce more than £100 gross income a year, the whole of the income from the gifts is
4(2) normally taxed as that parent's income. A child cannot get back any tax on that income.

Nor can interest paying accounts be registered to have interest paid without tax taken off.

The £100 rule applies separately to each parent.

Financial Institutions do not have to check where the funds in a child's account c@
from. They may wish to draw the parent's attention to the special rules for fuqgs giveglby a

parent.

The £100 rule applies to income arising each year. It does not ryg her the fund is
comprised of part capital and part added interest. The £100 rul @) s as long as income

is over £100 in any one year for any one child from one pglfent?

Example

If a parent gives a child £2,000 which earns 4 the interest belongs to the

child for tax purposes and the account can B ered for gross interest. But if
the £98 is added to the account, leadin £101 interest being earned in year 2, the
interest has now exceeded the £100 IirXThis means it now belongs to the parent
for tax purposes and the accgfint not remain registered gross. If the account

holder asks they should pe @l cancel the registration.

Diplomats
3.41 Diplomagg wﬁ the UK are normally entitled to certain exemptions from tax. These

apply, ing#a , to their official remuneration and to any other income arising outside
the Jdi. % Xemptions do not extend to private income arising from sources in the UK,
xarWgle interest on a savings account.
L 4
\)reign diplomats who are resident in the UK for income tax purposes are entitled to the

same tax allowances as other UK residents. A diplomat who is ordinarily resident in the
UK and does not expect to be liable to UK income tax is therefore entitled to register
accounts for payment of interest without deduction of BRT using form R85. If a diplomat is

not ordinarily resident in the UK he or she may be eligible to complete a form R105.
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The rules for determining whether someone is resident or ordinarily resident in the United
Kingdom apply to members of a Diplomatic Mission in the same way as they apply to
everyone else. They are explained in the booklet HMRC6

http://www.hmrc.gov.uk/cnr/hmrc6.pdf . (See paragraph 4.2)

Further information for diplomats is available from the HMRC website. %@

If a member of a Diplomatic Mission is not ordinarily resident in the UK th a able to
claim back the tax which has been taken off their interest. To do t ey shoond

telephone HMRC Residency on O

08450 700 040 if calling from the UK, or

+ 44 151 210 2222 if calling from outside the UK

Child Trust Fund (CTF) O

3.42 The interest and dividends paid in respect o y held in a Child Trust Fund (CTF)
account are not subject to tax, and mu?e paid gross. Most CTF accounts do not need

the parent (or guardian) to complete a form R85.
There are two circumstggceqw parents should be invited to complete the R85

e where, as a rffSu opening the CTF, the child might receive a 'bonus' by virtue of

being rﬁ he institution with which they hold the CTF account (as may happen
o . d

ing Societies).

o e Q F provider operates a ‘feeder account' to take excess CTF subscriptions,
nw case the R85 should be completed in respect of the feeder account.
. \

\‘re bonus or interest on the feeder account can only be paid gross if an R85 is held.
The £100 rule (see paragraph 3.40) does not apply to CTF accounts.

ISAS

3.43 Interest on an ISA and Junior ISA accounts is exempt from tax and is outside the Scheme
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(see paragraph 2.22). Interest paid in respect of ISA subscriptions that are

e voided

e repaired (up to the date of the notice of repair issued by HMRC)

are not exempt from tax. But if the investor is unlikely to have to pay tax they may re@
the void account with a form R85 and have any future interest paid in the curren
without tax taken off.

The £100 rule (see paragraph 3.40) does not apply to Junior ISAs.

Changes to account \

3.44 The rules of the Scheme apply each time interest is paid. If the hange to an
account, for example a sole account is transferred into jog naMgs, the circumstances

prevailing when interest is next paid will determine whether Mg T should be deducted or
not. O
Changes to name of investor

3.45 Where the investor changes his or her?me, for example on marriage, it is not necessary

to replace form R85 but Financial Instif¥tions should ensure there is a clear audit trail. An

example of a clear audit trail y#ouMype annotating the form with the revised details and
endorsing the amendment Rty date stamp.

Death of investor
3.46 Where Finan I@ns are notified of the death of an investor they must deduct BRT

%yment of interest even if part of the interest accrued before the date of

! Institutions should not however make any retrospective adjustment where

from any N

23 hisg they received notification of death.

aNy of wvestor - joint accounts

7 Interest is taxable only when it is paid or credited to an account.

The most common sort of joint account is where the parties to the account don’t each own

a particular share of the account, but they jointly own all the monies in the account. Where
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one party to the account dies, his/her share passes automatically to the survivor and any
interest paid after the date of death is the income of the survivor.

Example
A husband and wife, Mr and Mrs Jones, have a joint account that will pass automatically to

the survivor. Interest paid on the account is split equally between them and, in this c
Mrs Jones, a non-taxpayer, has given a form R85 to the Financial Institution so

receives her share of the interest without tax taken off.

e |If Mr Jones dies, the account automatically passes to Mrs Jone any IMterest paid
after the date of death is hers. She will receive all of the inte xt tax taken off

because she has given a form R85. But Mrs Jones’ financia % stances could

change as a result of her husband's death, which mi in her becoming liable to

tax. If this is the case she should cancel all forms R85 sy has signed.

e If Mrs Jones dies, the account passes a o Mr Jones and any interest paid

after the date of death is his. He is ata d is not eligible to complete a form

R85, so he will receive all of the int?st after tax has been taken off.

If there is a delay between t ayof death and the notification of the death to the

Financial Institution, the Fi Institution will continue to pay interest part net and part

gross. Ifitis the sungvi tor who has given a form R85 he or she will be able to
claim back from I tax deducted after the date of death of the other owner. But
the Financial an, in certain circumstances, refund the tax to the surviving

owner. mstances are

975 statement has not been issued

for the same tax year in which the saver died.

xample
Mr and Mrs Smith have a joint account with a deposit-taker that will pass automatically to

the survivor. Interest paid on the account is paid twice yearly in April and September. Mrs
Smith has given a form R85 so that she receives her share of the interest without tax taken
off. Mr Smith dies in August but Mrs Smith does not notify the deposit-taker of his death
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until November. The deposit-taker paid £180 net interest in September which was made

up as follows

Gross Tax deducted Net
Mr Smith £100 £20 £80

Mrs Smith £100 £0 £100 %@

If Mrs Smith had told the deposit-taker about Mr Smith's death in ANy st, the TMterest paid
in September would have had no tax taken off. Because this intg aid after Mr
Smith died it belongs to Mrs Smith and she can claim back the HMRC. But
because a section 975 statement has not been issued angfthe year is the same the

deposit-taker may, if they wish, refund Mrs Smith the £20 ta

But if Mrs Smith did not notify the deposit-ta stand’s death until the following
May the deposit-taker would not be able to e tax because the date of death and
the refund would not be in the same tax year. (Then Mrs Smith would be able to claim the
tax back from HMRC.)

If Financial Institutions offeRghMygervice to their investors they may recover the BRT

refunded either by settin against tax payable on their next CT61 return (see Chapter

5), or by making e tax office which deals with the corporation tax affairs.

a Joint account can be held so that when one party to the account dies,

e account does not automatically pass to the other. Instead, it forms part

sed's share of the account after the date of death must have tax deducted - whether

'
\ he or she had given a form R85 before his or her death.

Example
Mr and Mrs Brown have a joint account that will not pass automatically to the survivor.

Interest paid on the account is paid twice yearly in April and September. Mrs Brown has

given a form R85 so that she receives her share of the interest without tax taken off.
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e |If Mrs Brown dies in August the interest paid in September will all be paid after tax has
been taken off, because Mr Brown has not given a form R85 in respect of his share of

the interest, and Mrs Brown's share now belongs to her estate (see paragraph 3.46)

¢ If Mr Brown dies in August the interest paid in September will be paid partly after @
has been taken off and partly without tax taken off. This is because Mrs Bro
given a form R85 in respect of her share of the interest and Mr Brown's sifge

belongs to his estate (see paragraph 3.46).

Bankruptcy of investor \

3.48 Where Financial Institutions are notified of the bankruptcy of an @ br they must deduct
BRT from any future payments of interest even if part of int®ygst accrued before the
date of bankruptcy. Financial Institutions should not howev ake any retrospective

adjustment where interest was paid without duBRT between the date of
bankruptcy and the date on which they recei agition of bankruptcy.

If the Financial Institution is notified of ?ebt Relief Order or an Individual Voluntary
t

Arrangement, the normal TDSI rules chtinue to apply and if an account is registered with

a form R85, interest can conyffue Qg .be paid without deduction of BRT.

Transfer of account between b S

Financial Instigt uld ensure that there is a clear audit trail back to the original form

R85. :{
Mergersqla hange of name of Financial Institutions

3.5@ & rms R85 will not normally be required when Financial Institutions merge, or if there
R 1& ke-over or change of name of Financial Institution. But if new account numbers are
a

3.49 A new form R85 @ ed when an account is transferred between branches. But

located the Financial Institution should provide an audit trail back to the original forms
R85.

De-registration

3.51 Having received a fully completed form R85 Financial Institutions must pay interest without

October 2012



Reg 11 deduction of BRT unless and until

they receive instructions to the contrary from the investor or the person who signed
form R85 on behalf of the investor, or

e they receive a de-registration notice from SASS, or

e they receive notification that the investor has died, or @
e they receive notification that the investor has been made bankrupt. %

And for children's accounts, the following also applies

by the child (see paragraph 3.38).

e the 5 April following the child's 16 birthday unless the accouox re-registered

De-registration by HMRC

3.52 If HMRC has reason to believe registration i riate, SASS issues a formal notice
Reg 12 to the Financial Institution to cancel the regi . The investor will have been informed
that SASS will be taking this action. Th otice specifies the branch where the account is
held (if known) and the investor's name and account number. Where the account is a

trustee or nominee account, ccount title is given. HMRC de-registration notices
are issued only by SASS a ncial Institutions should de-register the account(s)
specified in the notic ynancial Institution is aware of other accounts held with them

by the same inv e registered to receive gross interest, these should be
dereglst red& e Financial Institution is not obliged to take deregistration action

unts other than those specified in the notice. The Financial Institution

. o tell SASS whether they have deregistered any other accounts.

L 4 n Igeipt of instructions from HMRC to cancel a registration, Financial Institutions must
ta® to deduct BRT as soon as is practicable, but in any event, within 30 days of the date

of issue of the notice.
Financial Institutions should not deduct BRT retrospectively from interest paid before the

date of issue of the instructions. But they may, at their option, deduct BRT retrospectively

from interest already paid in the 30-day period referred to above.
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Re-registration

3.53
Reg
12(6)(7)

Financial Institutions must not accept another form R85 in respect of an account de-
registered by SASS unless and until SASS write to cancel the de-registration notice.
Where a de-registration notice has been cancelled by SASS and a fresh fully completed

form R85 has been received from the investor, Financial Institutions should give effe

the new form R85 in the normal way. %

If the investor moves overseas and become NOR in the UK, they can giv&g for 105
even if a previously held form R85 was cancelled by HMRC. \

Retention of R85

3.54
Reg
8(5)

3,54a
Reg
8(2)

Forms R85 must be retained for at least two years followigl) th®glosure of the relevant

account(s) or from when the Financial Institution starts to deWgct BRT.

P 'cher store it (see paragraph 3.55)

% can apply the non-written procedure of

If the Financial Institution receives a written
or, for certificates received after 30 October
iIssuing a confirmatory declaration (see paragraph 3.9) in which case the original written
certificate need not be retained. ,

Financial Institution must ens t the date of creation of the confirmatory declaration is

stored on their systems.
If a Financial Instj pde to destroy all forms R85 then they must issue a

confirmatory or each form and their systems should reflect the date the original

form R85 mpleted. A record of when any such exercise was undertaken should be
retained @ Jit purposes.

StorinMS
3. n forms may be stored in any format which preserves an exact copy of the original.

Audit

ASS will treat stored copies of the form R85 as retained for the purposes of the
regulations, provided that the stored copy and hard copy printouts are legible and are
made available to HMRC within the time specified (which will not be less than 14 days)
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3.56 HMRC may audit a sample of accounts which have been registered for payment of interest
without deduction of BRT to check that the gross registration scheme is working properly

and the rules are being followed. Further information about audit is given in Chapter 9.

Information returns

3.57 Financial Institutions are required to make returns of interest paid on all accounts incI

those registered for payment of interest without deduction of BRT (see S17 Gui e
Notes)

S
N
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What is a not ordinarily Resident (NOR) Account?

4.1 An NOR account is an account where
S858
- 861
¢ the investor is an individual who is not ordinarily resident (NOR) in the UK,

e in the case of joint accounts and partnership accounts, all the joint investors or partn
are individuals who are NOR, @

e the investors are trustees of a trust, in the income of which no person has an i%
apart from an individual who is NOR or a Scottish partnership, all the partne h
are NOR individuals,

e the investors are trustees of a discretionary or accumulation trust are not resident in

the United Kingdom and all the beneficiaries of the trust who i als are NOR and
N

any beneficiaries which are companies are not resident i

e the account is held by the personal representative of an Wgivid®al who was NOR at the

time of his or her death
and the Financial Institution has received a fu eted NOR declaration.

Individuals - what does 'not ordinarily reside{mean?

4.2 Whether or not an individu O pends on their personal circumstances. This

al $uidance. The rules are explained in booklet HMRCG6
C6.pdf

paragraph contains only.

http://www.hmrc.gov.

Briefly, a i is NOR if either

° gl ome, employment and centre of life have always been abroad and he or

sh
L 4
never comes to the UK, or
\ > Visits, or intends to visit, the UK only for short periods (for example on holiday or
irregular business visits) which average less than 91 days a tax year, or
>

has come to the UK to work or live, but intends to remain no more than three
years, and does not already own accommodation here, buy accommodation

during the tax year of arrival, or acquire accommodation on a lease of three years
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or more during the tax year of arrival

» is a student who has come to the UK for a period of study or education and will be
here for less than four years, does not own or buy accommodation here, or
acquire it on a lease of three years or more, and on leaving the UK does not plan

to return regularly for visits which average 91 days or more a tax year, or

e he or she is a former UK resident and
> has left for permanent residence abroad and his or her visits to the r

less than 91 days a tax year, or

> is currently working full-time abroad under a contract of e yment, and both his

3 ill last at least a

@ 01 days a tax year,

» accompanies or later joins his or her spouse, who 1&gyorking full time abroad and

or her absence from, and his or her employment outsid
full tax year, and his or her visits to the UK average leS

or

meets the conditions for being not ggdin jdent, and his or her absence from
the UK will last at least a full tax ye her visits to the UK average less

than 91 days a tax year.

Non-resident trustees of discretionary or accﬁulation trusts

4.3 The trustees of a discretionary @ asgumulation trust are not resident in the UK if

e all of them are not rgsi the UK, or

e one or more of is resident in the UK and none of the persons who directly or

indirectly pr erty for the trust was, at the time when the provision was made,

resident QdiMyily resident or domiciled in the UK.

Non resige ries of discretionary or accumulation trusts

44 ¢ e
n&Ciaries defined in the trust document and who is capable of receiving income from it

iciary of a discretionary or accumulation trust is any person who is within the class of

whether in the form of income or as accumulated and capitalised income.

panies

4.5 A company is normally treated as not resident in the UK for tax purposes if it is neither
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e incorporated in the UK, nor

¢ has central management and control of its business in the UK.

NOR declarations

4.6 An account may be treated as a NOR account only where the Financial Institution has
received a valid NOR declaration. Financial Institutions have initial and continuing @
obligations in relation to the validity of NOR declarations. The initial obligation is
Financial Institution must not pay interest without deducting BRT unless itis s %

deposit is not a relevant investment or in the case of a deposit-taker which 1
local authority, is satisfied that it is not required to deduct BRT. The C@finuing 0
that a Financial Institution must act on information suggesting a d@

igation is
ay no longer
be valid (see paragraph 4.38). HMRC recommends that a Fi tution designates a
NOR supervisor with responsibility for ensuring that conting@g oRgations are met. The

NOR declaration must be made on one of the followin

Form R105 — individuals who are NOR 4%
Form R105(PR) - deceased individuals wh @ OR in the UK

Form R105(DAT) - Discretionary & Ac%ulation trusts in which all the beneficiaries and all
the trustees are NOR in the UK

Form R105(AFA) - individua are NOR in the UK, and who receive an alternative

finance return which isgre interest.

@

@ ns may accept NOR declarations only on

_Individuals - for

4.7 Financial
Reg
14

L 2 th®MRC form R105, or

opy form R105 downloaded from the HMRC website (a black and white version is
acceptable), or

e a substitute form which has been approved by HMRC (see paragraph 4.16).

Any pre-July 1992 versions of the NOR form which are held on record do not need to be
replaced with form R105.
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PO Box addresses

4.8 Up to 5 April 2001 a PO Box address could be given on form R105 as a correspondence
address or payee address provided an appropriate deposit-taker or building society

certificate was in place.

From 6 April 2001, a PO Box address can only be given as a principal residential e@
that is an acceptable residential address for the country in question, and would4glIOW t
investor to be traced. It is for the Financial Institution to check that a PO B dd is the
norm for a country. A record of the checks made should be kept for it purpOSES.

Financial Institutions should seek confirmation from the investor i a here a PO Box

address is given as the principal residential address, and retain t %@ mation for audit

purposes. Q

UK address
4.9 Where the declaration shows a residential addisRg | K it should not be regarded as

% orarily in the UK (for example, as a
student) and the address given is for the time being his or her principal residential address.

acceptable unless it is known that the investo

his or her NOR declargtio xample, he or she appears to have a business in the UK),
the Financial Instityg t be satisfied that the deposit is a relevant investment and is

Incompatible evidence
4.10 If there is information which Qsincompatible with the investor's status as indicated in
C

obliged to see
u

e Financial Institution should contact the investor seeking an

k ification from the investor of his status before the NOR declaration
can be acté

explanati @ Jy he or she considers themselves to be not ordinarily resident. See also

0

vestor is able to satisfy the Financial Institution that the declaration is valid, the
Fiffancial Institution can accept the declaration and need take no further action. Financial

Institutions are recommended to retain some note of the enquiry.

If the investor is unable to satisfy the Financial Institution that his or her NOR declaration is

valid the Financial Institution should deduct BRT from any interest paid on the deposit.
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Joint accounts

4.11  Any investor in a joint account may sign the form R105 on behalf of all the other investors.
But if that investor ceases to be a party to the account, for example, if he or she dies, a new
NOR declaration will be required. Financial Institutions can only pay interest on a joint
account without deduction of tax if the investors are eligible to receive interest without @
deduction of tax for the same reason. For example, where one investor is entitled
using form R85 and another investor is entitled to sign an NOR declaration on %

interest must be paid net. In other words, a mixture of a registration on for 85 form

R105 is not allowed on the same joint account. \

Death of an investor

4.12 If one party to a joint account dies or otherwise leaves the gfico a new declaration is not

required unless that person was the only signatory of the NOMgeclaration.

Children’s accounts

4.13  The form should be completed with the child’
appropriate person, that is

®and should be signed by an

e the beneficial owner of the jiffe - the child may sign the form only if he or she is old

enough to understand wh r she is signing. HMRC recommends that children below
the age of twelve d@form R105,

e the person to w, th erest is paid - this could be the trustee of a bare trust or a
nominee if t person to whom interest is paid. This is regardless of whether the
trustee &d

parent, parent or any other third party, or

o thep uardian - the box “I am beneficially entitled to the interest” should be

S

s no requirement for the form to be replaced once the child becomes an adult.

0 dditional investors

4.T4  Financial Institutions should have procedures in place to ensure that where a new party is
added to the NOR account then a new form R105 is obtained recording the names and

principal residential address of all parties to the account. Any one investor may sign the new
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R105 on behalf of all parties..

R105 - who can sign?

4.15 An 'appropriate person' must sign NOR declarations. An appropriate person is
S858

- 859
e the beneficial owner of the interest,
e where the beneficial owner of the interest is a child, see paragraph 4.13 @
e the person to whom the interest is paid, for example a person holding a p @
attorney (the Financial Institution should ask for sight of the power of attgey J®r third

party mandate (see paragraph 4.36), or a bare trustee (see paraWS)

The person signing the declaration should tick the relevant bg a signature to show

whether or not he or she is beneficially entitled to the inter

R105 - substitute versions Q
4.16 The NOR declaration form R105 is a prescribg !! ! rm, and any substitute or ‘'own'

used. Requests for approval should be S}t to

versions of this form must receive written app writing from SASS before they can be

SASS

Room 330

St John's House
Merton Road
Liverpool
Merseysid

L75 1BB

Q@VWSaudt@hmrc.gsi.gov.uk

If substitute versions are used without approval they are not valid. And consequently any
tax, which was not deducted from interest payments, may be due from the Financial
Institution to HMRC.

Substitute versions must be in the same format, and have the same notes as the HMRC
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form R105. The logo can be changed and the reference to 'building society, bank or other
deposit-taker' can be changed to the name of the Financial Institution. If a substitute version
is in a different colour or shade from the HMRC form, a copy of the actual form must be sent

to SASS for approval.

R105 - obtaining supplies of form R105

4.17

The version on the HMRC website will always be the latest version. %@

Supplies of form R105 may be obtained from the St Austell Orderline.

The orderline is open daily from 08.00am - 10.00pm and the conta; &or ordering from
St Austell are

Telephone 0845 900 0404

Fax 0845 900 0604 O

Photocopied forms can be used.

Y4

R105 - electronic versions

4.18
Reg
14

L 4

Electronic versions with an nic Signature and faxes sent on or after 6 April 2001 are
treated as declarations m writing and can be accepted in the same way as written
declarations. Electyggic tures must conform to the Electronic Communications Act
2000.

Financial l0IYs may produce computerised forms with the account details already

' rm using either their own approved version or the HMRC version. Financial
&ons ay also use a hypertext link to the HMRC form R105.

Xform R105 attached to an e-mail, or sent by fax, is the prescribed form or an approved

substitute it can be treated in the same way as a paper version. If the form R105 is not the
prescribed version or an approved substitute it can be treated as a non-written version and
written confirmation can be sent in the usual way (see paragraph 4.20). But if the form is not

the prescribed version or an approved substitute, and the Financial Institution does not
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accept non-written R105s the form cannot be accepted

Foreign versions

4.19 The form R105 is available from the HMRC website in the following languages

French @
German
Spanish

Arabic

Norwegian \
Financial Institutions can download copies. O

R105 - non-written declaration

4.20 Non-written NOR declarations for payment Qf inthout tax taken off are acceptable.

Reg Taking NOR declarations by non-written me

14(2)(3) al. Financial Institutions can

insist on written declarations.

Where a declaration is not in writing, f&axample when made by telephone or e-mail

without an electronic signaturg, erson making the declaration must provide the same
information and make the declaration as if the declaration had been made in writing.
A signature is not requi e Financial Institution must make a copy declaration

confirming all th [ vided and send it to the person making the declaration. The
copy may be t, fax, in PDF format or e-mail and must show the date it was

sent. :
reation is the date when all of the details are entered onto the Financial

TS &g:tions system. This may be different from the date the declaration was printed,
\

d or posted.

On issuing the copy declaration the Financial Institution should advise the person making
the declaration that he or she has 30 calendar days to notify any corrections.
The NOR declaration is valid from the date the Financial Institution creates the copy

declaration and the date of creation must be recorded on the Financial Institutions’
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systems.

Corrections to the details on the copy declaration need not be notified in writing. But

where corrections are notified, the Financial Institution must issue a revised copy

declaration. Where corrections are notified within the 30-day period the revised

declaration will take effect from the date the original copy declaration was sent. @
e

Where corrections are notified outside the 30-day period the declaration will ta

only from the date the revised copy declaration is sent. Where a correction i any
time after the original declaration Financial Institutions do not need to se ver tax
that ought to have been deducted, but must immediately issue a réQuged copy*Ueclaration,
unless a declaration is no longer appropriate. Copies of relate &dence should

be retained for audit purposes.

R105(PR) - personal representatives

4.21
S860

R105(PR) - who

4.22

S860

L 4

Form R105 completed by an investor before his or
date of death during the winding up of the estg
an account in their own names, or transfer fu
account will not be an NOR account, unless and until the personal representatives make a
NOR declaration. Personal representatié must make their declaration on

ee Appendix 6), or
05(PR) from the HMRC website

e a photocopy of the R105

e a downloaded copy,of

e a substitute for been approved by the HMRC.

In the cadg investment forming part of a deceased person’s estate the form can be

personal representative of the deceased (or legal equivalent in the country where
they live), or

e the person to whom the interest is paid.

The person signing the declaration should tick the relevant box above the signature to show

whether or not he or she is the personal representative (or legal equivalent in that country).
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4.23

It is the NOR status of the deceased which is important, and not that of the personal
representative. Therefore, it is acceptable for a personal representative who is ordinarily

resident in the UK to complete the declaration in respect of a deceased NOR investor.

R105(PR) - substitute versions @
. The NOR declaration form R105(PR) is a prescribed HMRC form, and any substi

or
versions of this form must receive written approval in writing from SASS befor %be

used. Requests for approval should be sent to

SASS \
Room 330 O
St John's House

Merton Road
Liverpool
L75 1BB

or e-mail savings.audit@hmrc.gsi.gov.uk

Y4

If substitute versions are used approval they are not valid. And consequently any

tax, which was not deductedgoMyinterest payments, may be due from the Financial
Institution to HMRC.

Substitute versij e in the same format, and have the same notes as the HMRC
form R105MR)"

other dei

heTogo can be changed and the reference to 'building society, bank or
cr’ can be changed to the name of the Financial Institution. If a substitute

PNy edifferent colour or shade from the HMRC form, a copy of the actual form must

* & to SASS for approval.

4

P obtaining form R105 (PR)

Supplies of the personal representative's NOR declaration form are not available because

very few are used. The form can be

e reproduced from the copy at Appendix 5 of these notes, or
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e downloaded from the HMRC website

R105(PR) - electronic versions

4.25

Electronic versions with an electronic signature and faxes sent on or after 6 April 2001 are
treated as declarations made in writing and can be accepted in the same way as written

declarations. Electronic signatures must conform to the Electronic Communications A

2000. %

Financial Institutions may produce computerised forms with the account def®§s alfgwdy
printed on the form using either their own approved version or the H version. Financial
Institutions may also use a hypertext link to the HMRC R105(PR),

If a form R105(PR) attached to an e-mail, or sent by fax, is¢ll theQqescribed form or an
approved substitute it can be treated in the same way as a paMgr version. If the form
R105(PR) is not the prescribed version or an g prstitute it can be treated as a non-
written version and written confirmation can begsRgt Wyig# usual way (see paragraph 4.26).
Q@u ®oved substitute, and the Financial

Institution does not accept non-written R105(PR)s the form cannot be accepted.

’

But if the form is not the prescribed version o

R105(PR) - non-written declaration

4.26

L 4

Non-written NOR declaratiorfyaNgacceptable.

Where a declarati riting, for example when made by telephone or e-mail without

an electronic si person making the declaration must provide the same

informatio ke the same declaration as if the declaration had been made in writing. A

signature

iISprovided and send a copy to the person making the declaration. The copy
y My sent by post, fax, in PDF format or e-mail and must show the date it was sent.

pquired. The Financial Institution must then make a declaration confirming

§issuing the copy declaration the Financial Institution should advise the person making the

declaration that he or she has 30 calendar days to notify any corrections
The declaration is valid from the date the Financial Institution creates the copy confirmatory

and the date of creation should be recorded on the Financial Institutions’ systems.
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The date of creation is the date when all of the details are entered onto the Financial
Institutions system. This may be different from the date the declaration was printed, issued

or posted.

Corrections to the details on the copy confirmatory declaration need not be notified in writing.
But where corrections are notified the Financial Institution must issue a revised copy @
declaration. Where corrections are notified within the 30-day period the revised d ra

will take effect from the date the original copy declaration was sent. Where co @re
notified outside the 30-day period the R105(PR) declaration will take effect frq the

date the revised copy declaration is sent. Where a correction is ma any tirme after the
original R105(PR) declaration Financial Institutions do not need tog over tax that

@ declaration, unless

NOR registration is no longer appropriate. Copies of relategor ondence should be

ought to have been deducted, but must immediately issue a revi
retained for audit purposes.

Taking registrations by non-written means is o Qancial Institutions can insist on

written declarations.

Trustees of discretionary or accumulation trlls - Form R105 (DAT)

4.27  Trustees of a discretionary or a lation trust must make their declaration on
S861

e the HMRC form R1Q5

e adownloaded R105(DAT) or
e a substitute @br has been approved by the HMRC.

e a trustee of the discretionary or accumulation trust, or

e the person to whom the interest is paid.

The person signing the declaration should tick the relevant box above the signature to show

whether or not he or she is a trustee of the discretionary or accumulation trust. See
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Appendix 3.

R105(DAT) - substitute versions

4.29 The NOR declaration form R105(DAT) is a prescribed HMRC form, and any substitute or
‘own’ versions of this form must receive approval in writing from SASS before they can be

used. Requests for approval should be sent to @
SASS %

Room 330

St John's House

Merton Road \
Liverpool O

Merseyside
L75 1BB

or e-mail savings.audit@hmrc.gsi.gov.uk O

If substitute versions are used without approval they are not valid. And consequently any
tax, which was not deducted from intere(payments, may be due from the Financial
Institution to the HMRC.

Substitute versions must e same format, and have the same notes as the HMRC
form R105(DAT). n be changed and the references throughout the form to

RlOE ( @ning R105 (DAT)
4.

\ sion on the HMRC website will always be the latest version.

Supplies of form R105 (DAT) may be obtained from the St Austell Orderline.

The orderline is open daily from 08.00am - 10.00pm and the contact details for ordering from

St Austell are
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R105 (DAT) - electronic versions

4.31

4.32

L 4

Telephone 0845 900 0404

Fax 0845 900 0604

<

Electronic versions with an electronic signature and faxes sent on or after 6 Ap§ @e
treated as NOR declarations made in writing and can be accepted in the safg wagas
written declarations. Electronic signatures must conform to the Electygtic ComMunications

Act 2000. O

Financial Institutions may produce computerised forms witigfhe ount details already

printed on the form using either their own approved version ol§ge HMRC version. Financial

Institutions may also use a hypertext link to th HM@ R105 (DAT).

If a form R105(DAT) attached to an e-mail, o fax, is in the prescribed form or an
approved substitute it can be treated in the same way as a paper version. If the form
R105(DAT) is not the prescribed version4 an approved substitute it can be treated as a

non-written version and written ation can be sent in the usual way (see paragraph

4.32). But if the form is not t scribed version or an approved substitute, and the
Financial Institution does ept non-written R105(DAT)s the form cannot be accepted.

R105(DAT) - Non-writt tion
Non-writte &tio S are acceptable.

ecmation is not in writing, for example when made by telephone or e-mail without
elQgironic signature, the person making the declaration must provide the same
forugition and make the same declaration. A signature is not required. The Financial
InsStitution must then make a declaration confirming all the details provided and send a copy
to the person making the R105(DAT)declaration. The copy may be sent by post, fax, in PDF

format or e-mail and must show the date it was sent.

On issuing the copy declaration the Financial Institution should advise the person making the
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declaration that he or she has 30 calendar days to notify any corrections
The declaration is valid from the date the Financial Institution creates the copy confirmatory

declaration and the date of creation must be recorded on the Financial Institutions’ systems.

The date of creation is the date when all of the details are entered onto the Financial
Institutions system. This may be different from the date the declaration was printed, is@

or posted. %

Corrections to the details on the copy declaration need not be notified in wr . where
corrections are notified the Financial Institution must issue a revised y declaration.
Where corrections are notified within the 30-day period the reviseg pn will take
effect from the date the original copy declaration was sent. Whe @ tions are notified
outside the 30-day period the R105(DAT) declaration will t et only from the date the
revised copy declaration is sent. Where a correction is madeQ§any time after the original
R105(DAT) declaration Financial Institutions dg no seek to recover tax that ought to
have been deducted, but must immediately iSRg d copy declaration, unless

@@ ) correspondence should be retained

registration is no longer appropriate. Copies O

Y4

Taking registrations by non-wri ans is optional. Financial Institutions can insist on

for audit purposes.

written declarations.

R105 (DAT) - change of tr beneficiaries

4.33  Where the Fin I tion becomes aware that there has been a change of trustee or
beneficiary§ continue to pay interest without deduction of BRT if it has no reason to
believe

neficiary is or may be ordinarily resident/resident in the UK, or

TS xthe trustees are or may be resident, or

e "a new beneficiary is or may be ordinarily resident/resident in the UK.

ion on receipt of NOR declaration

4.34  The identity of a new NOR investor should be verified in accordance with the Money

Laundering Guidelines agreed between the representative bodies of banks, building
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societies and other interested parties, including the law enforcement agencies.

When Financial Institutions receive a NOR declaration they must ensure that the form is

properly completed. The NOR declaration must contain the

unique identifier),

e name of the Financial Institution, @
e Dbranch, sort code or roll number if appropriate (unnecessary if the account nur@
e name(s) of account holder(s),

e account number,
e full name of investor (see = below if the declaration was given@ ril 2001), and

e principal residential address of the investor (see = below ifgdle ation was given

before 6 April 2001).

= If the declaration was given before 6 April 2 itame and address of the person

signing the form which was given

Where the declaration shows a resident?address in the UK it should not be regarded as
acceptable unless it is known thatthe investor is temporarily in the UK (for example as a

student) and the address give folQgQe time being his principal residential address.

Financial Institutions com an undated NOR declaration, provided it is date stamped

on receipt. Finan itutlons are recommended to date stamp all declarations on receipt.
Form R105 - retrOMRetQN

| Institution accepts a form R105 they cannot offer retrospection and

tax taken off interest already paid in the year — interest can only be paid without
a off from the date the form R105 is accepted. HMRC may be able to repay the tax

&n off before the R105 was received but this would normally only be if the investor lives in

a country which has a Double Taxation Agreement (DTA) with the UK or if they are entitled

to UK tax allowances for other reasons.

Similarly, if a Financial Institution received a form R105 but made an error and did not set the
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R105 signal, they would be able to correct the error for the current year, and recredit any tax
deducted if a section 975 statement has not been issued. And, for the reason outlined

above, HMRC may not be able to repay earlier years tax.

Power of attorney and third party mandates

4.36

Giving

4.37

A person holding a power of attorney may sign an NOR declaration on behalf of the @
beneficial owner of the interest only if the power of attorney %

e provides that he or she is the person to whom the interest is payable, or

e gives him or her the right to receive the interest as a personal rep@entative, tor example
a general power of attorney that provides for the holder to receg I s of money’
due to the grantor.

A person holding a third party mandate to operate an accoun y sign a NOR declaration
on behalf of the beneficial owner of the interegf onl @ mandate provides that he or she
is the person to whom the interest is payable.

effect to the NOR declaration

When Financial Institutions receive a NC{declaration which is fully completed in the form
currently prescribed (or approy, HMRC, they must satisfy themselves that there are no

grounds for believing that th tor Is or may be ordinarily resident in the UK or that the

trustees are or may bege the UK, or that any of the beneficiaries are or may be

ordinarily resident/ appropriate. If they are so satisfied they must pay interest

without deducti

If Financi tions have any information suggesting that the investor is or may be

@)

ent in the UK, or that the trustees are or may be resident, or that any of the

jaries are or may be ordinarily resident/resident, they must not pay interest without

X on of BRT unless and until they have satisfied themselves that the investor is NOR or

that the trustees are not resident and the beneficiaries are NOR/not resident, as appropriate.
The NOR supervisor normally carries out these checks on behalf of the Financial Institution.

Financial Institutions must therefore put in place systems (clerical or computer-based) for

ensuring that all relevant information is made available to the NOR supervisor. In particular
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all accounts in the branch to which the investor or trustees/beneficiaries is/are party, whether
deposit or loan accounts (including mortgage accounts), and any such other accounts which
are known to the branch should be reviewed. Examples of relevant information which could

cast doubt on the validity of the declaration are

e a UK business in which the investor/trustees/beneficiaries appear to participate ac@
e a UK address or postal directions,

e an overseas PO Box or "c/o" address, %

e aBFPO address, and

e a notification that the account is the subject of a third party manm‘vour of a UK

resident or used as security for borrowing by UK residents orO g in respect of

the purchase of the UK property.

In making his or her decisions the NOR supervisor must not iore information which

comes to his or her attention by personal knogled Qherwise. An example of this might
be frequent or regular personal visits to the s ansactions etc. The Financial
Institution should put procedures in place so rmation of a similar nature which

comes to the knowledge of an employe?ho Is responsible for handling any NOR accounts
pervisor's attention.

should similarly be drawn to the NOR s

It will be unusual for such jnf N to provide conclusive proof that the NOR declaration is

invalid. However, wh rmation could reasonably be taken to indicate that the

e possible to resolve doubts which arise without reference to the investor or trustees.
For example if the investor is known to be a student in the UK it would be reasonable for him
or her to make frequent personal visits to the bank. In such circumstances, no further action
need be taken by the NOR supervisor and the NOR declaration may be accepted. NOR

supervisors are recommended to retain some record of the decisions.
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The continuing obligation

4.38

L 4

Once an NOR declaration has taken effect, Financial Institutions must continue to pay
interest without deducting BRT unless and until they receive information suggesting that the

investor is or may be ordinarily resident in the UK, or the trustees are or may be resident, or

any of the beneficiaries are or may be ordinarily resident/resident. This is called the
‘continuing obligation'. They must put in place systems so that as far as possible all re@

information which can be readily linked to a NOR account is brought to the attenti@e

NOR supervisor. Relevant information is that which points to a UK connection, ple

e notification of a UK address, \

e change of account title, Q

e applications for credit cards, loans or mortgages suggestj ence,

e use of the deposit as security for borrowing by UK resid orwr borrowing in respect of

the purchase of UK property,
e the grant of third party mandates in favour ent,
e the grant of a 'lien' on the account,

e information which comes to the NOR super S attention by personal knowledge,

e the existence of a UK business in ththe investor has an active interest, and

e frequent or regular personal ymgs to the Financial Institution, cash transactions in the UK
etc.
Where information i hat the investor is or may be ordinarily resident in the UK or the

trustees are or jdent in the UK, or any of the beneficiaries are or may be ordinarily

K, as appropriate, strictly the Financial Institution should treat the

t investment immediately and begin to deduct BRT. However, provided

Q. nec®ssary, has asked the investor to confirm that he or she has remained NOR (or in
h of trustees or beneficiaries that they are NOR/not resident, as appropriate), the

Xancial Institution may continue to pay interest without deducting BRT for up to 180 days to

nable enquiries to be concluded. In exceptional cases HMRC may allow up to a further 180
days. Any Financial Institutions needing more than 180 days should apply to
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SASS

Room 330
Merton Road

St John's House

Liverpool
Merseyside @
L75 1BB %

HMRC recommends that where the matter is resolved without coe the NOR

or e-mail savings.audit@hmrc.gsi.gov.uk

Supervisor records why he or she considers that the declaration b valid.

Where the investor or the trustees is/are unable to satisfy the Wgpancial Institution that a NOR
declaration remains valid the Financial Institutign s@eat the deposit as a relevant

investment and deduct BRT. Where the inves q iven all the necessary information
within 180 days (or any further period HMRC w) the Financial Institution must deduct

BRT from any future payments of mterest

Overseas Students
4.39  Students entering the UK for aqlleriogQf study lasting less than four years are normally

treated as not ordinarily r he UK. HMRC recommend that institutions make a diary
note to review these a the end of 4 years. If, at the end of 4 years, there is still a
UK address on th ntten you have 180 days to check the position with the investor.

If there is d the investor is now ordinarily resident in the UK the Financial Institution

shoul c ¥ form R105 and deduct BRT from future payments of interest. The investor
m e ible to complete a form R85.
L 4
ere is no reply and there is still movement on the account. The Financial Institution
should cancel the form R105 at the end of 180 days and deduct BRT from future payments

of interest.

If there is no reply, no movement on the account and no evidence suggesting the investor is
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ordinarily resident in the UK interest can continue to be paid gross.

Change of name of investor

4.40 Where the investor changes his or her name, for example by marriage, it is not necessary to
replace the NOR declaration but the Financial Institution should ensure there is a clear audit
trail. An example of a clear audit trail would be annotating the form with the revised de@

and endorsing the amendment with date stamp. %
Transfer of account between branches

4.41 A new NOR declaration is not required when an account is transferr etweenwranches.
But Financial Institutions should ensure that there is a clear audit yssigga the original
NOR declaration.

Mergers, take-overs, change of name of Financial Institutions

n Fj W Institutions merge, or if there is a
i gt if new account numbers are

O udit trail back to the original NOR

4.42 New NOR declarations will not be required wh
Reg
19

take-over or change of name of a Financial In

allocated the Financial Institution should prov

Y4

declaration.

Retention of forms

4.43 NOR declarations and depo rs/building society certificates (see paragraph 4.44) must
?jg be retained for at least tw following the closure of the relevant account(s) or from

red’1n any format which preserves an exact copy of the original. SASS will

s of NOR declarations as retained for the purposes of the regulations,

stored copy and hard copy printouts are legible, and

\

e "0n being given notice by SASS, the Financial Institution will, within a reasonable time,

provide a hard copy of the imaged document

If the Financial Institution receives a written R105 the document can either be stored (see

paragraph 4.43) or, the institution can opt to issue a confirmation in accordance with non-
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written procedures (see paragraph 4.20) in which case the original written declaration need
not be retained.

If the Financial Institution has good evidence that a valid NOR declaration or deposit-

taker’s/building society certificate was held, but has been lost or mislaid, see Chapter 9.

Deposit-taker or building society certificates %@
4.44  Until 5 April 2001 if a declaration on form R105 did not contain the principal res ti
address of the person signing it, and the Financial Institution had no reason elVe that

the investor was ordinarily resident in the UK (see paragraph 4.1), the¥gpancial Institution

could complete a deposit-taker or building society certificate and without
deduction of BRT.

With effect from 6 April 2001 the form R105 must co

the person beneficially entitled to the interest.

the pMhcipal residential address of
aph 4.8 if a PO Box address is

shown on a form R105 given after 6 April 200

Systems checks

4.45  As part of the Financial Institutiong’ normal procedures, HMRC recommend that the
institution periodically conduct

internal verification checks to ensure compliance
with HMRC requirements go NOR deposits as detailed in paragraphs 4.37 to 4.43.
Such verification incllide examination of a sample of NOR accounts, including

specific sg for r accounts or those accounts where the deposit is earmarked to

cover boryg third party mandate is in operation or only correspondence addresses

have ®ed, in so far as these are identifiable within the systems operated.
)W should extend to the examination of all information contained within the
erlying investor record (including any information about accounts held elsewhere), and in

respect of the sampled accounts should

e ensure that a valid NOR declaration is held for each account, and

e check that there is no information which might reasonably be taken to indicate that the
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investor is, or may be, ordinarily resident in the UK or that the trustees are or may be
resident in the UK or that any of the beneficiaries are or may be ordinarily
resident/resident in the UK, as appropriate, and if there is such information, that it has

been brought to the NOR supervisor's attention.

Where there is such information which has been brought to the attention of the NOR @
supervisor, or has been part of the investor's or trust's records or was seen by the@

supervisor in his or her day to day work, the audit or inspection should include

he or she has satisfied himself or herself that the investor has remained N
trustees are not resident and the beneficiaries are NOR/not resident,&prop te, and

that he or she was reasonably entitled to be so satisfied.

Where the Financial Institution does not have his own interglfil a0 or inspection department
HMRC recommends the Financial Institution arrange for somerm of independent internal
checks to be made of his compliance with the roc@and controls relating to NOR

deposits.

Diplomats

4.46

L 4

Foreign diplomats who enter the UK on(diplomatic mission are normally entitled to certain

exemptions from tax. These in particular, to their official remuneration and to any

other income arising outsi The exemptions do not extend to private income

arising from sources in th r example, interest on a savings account.
If a member of a I ic Mission receives interest from a Financial Institution in the UK,
he or she

®R in the UK, make a declaration on form R105 (see paragraph 4.7), or

ey e OR in the UK, and are unlikely to be liable to income tax, register the accounts

\ priterest to be paid without tax taken off (see paragraph 3.41).

Whether or not an individual, including a diplomat, is NOR depends on their personal
circumstances. The rules are explained in the booklet HMRC6

http://www.hmrc.gov.uk/cnr/hmrc6.pdf
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United Nations

4.47 The salaries of United Nations workers are usually exempt from income tax but whether or
not they are resident or ordinarily resident in the UK is decided in the usual way. Whet@
not an individual, including a United Nations worker, is NOR depends on their per I
circumstances. The rules are explained in the booklet HMRCG6 %

http://www.hmrc.gov.uk/cnr/hmrc6.pdf

If a UN worker receives interest from a Financial Institution in the UK may be liable to
pay UK income tax, but it is likely they will not be liable because @ irto one of the two
following categories

e if they are NOR in the UK, they are entitled to make a decl&gtion on form R105 (see
paragraph 4.7), or

e if they are ordinarily resident (OR) in the are unlikely to be liable to income tax,
they are entitled to register the accounts for est to be paid without tax taken off (see
paragraph 3.41). ,

European Community (EC) Officia

4.48  An official of the Europea unities (EC) may be entitled to complete form R105 to
receive interest wit tion of BRT if he or she is NOR. A brief outline of the

residence statu of the European Community is

0 was NOR in the UK, but was ordinarily resident in another member

taking up such employment and who is working in a member state will

* reqgain NOR in the UK,
\ pndividual who was not ordinarily resident in any member state before taking up such
mployment will have his/her residence status determined according to the normal rules,

or
e an individual who takes up employment as an official of the EC and who works outside
the EC, will have his/her residence status determined according to the normal rules
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An individual who was ordinarily resident in the UK before taking up employment as an
official of the EC, and who works in a member state will remain ordinarily resident in the UK.
Such an individual will not be able to complete a form R105 but may be able to complete a
form R85 (see Chapter 3).

residence status of the spouses is determined according to the normal rules. a

Visiting armed forces @
4.49 Members of visiting armed forces are treated as NOR and may complete form Rl%
on

member of a visiting force if he or she is a member of the armed forces of
Belgium Greece Norway Germany France
Canada Italy Portugal

Netherlands Unit a
Denmark Luxembourg Turkey
and is
e based in the United Kingdom, or O

e attached to:

Allied Command Atlantic Headqua@s
Channel Command

The Channel Committ

and
Allied Forces Europe

y Organisation.

Civilian visiting armed forces

4.5@ m s of the civilian components of visiting forces are treated as NOR if they have come
\ K solely because they are a member of such a force. A person is a member of a
civilian component of a visiting force if his or her passport contains

e an un-cancelled entry made by or on behalf of the sending country stating that the bearer
is a member of a civilian component of a visiting force of that country, and

e an un-cancelled recognition stamp of the UK Home Office.
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Employees of foreign contractors hired in the UK are not members of the civilian component
of a visiting force. The residence status is determined according to the normal rules (see
paragraph 4.2).

Sovereign immunity

An overseas sovereign does not need to complete a NOR declaration. He or she@@
n

4.51
instead, provide the Financial Institution with a letter from the Customs and Int
Directorate of HMRC, granting exemption from tax on the grounds of sover i nity.
Financial Institutions should retain a copy of the letter for the recordsQghey shotind pay
interest for the future without deduction of BRT. O

Emigration

452  Strictly, a declaration made in contemplation of, but before, Ie®gng the UK is not acceptable.

But Financial Institutions may accept such declaratj vided they satisfy themselves,
before paying interest without deduction of B vestor has left the UK.

A note of any enquires made should bek,ept in the investor's records.

O
&

N

October 2012



Chapter 5  Accounting for tax

5.1
5.2
5.3
5.4
5.5
5.6
5.7
5.8

Time of deduction of BRT

Time of accounting for BRT — deposit-takers
Time of accounting for BRT — building societies
Method of accounting for BRT

Late CT61 returns or payments of BRT
Incorrect CT61

Interest

Penalties

Q ' 4
>
S
&

October 2012



Time of deduction of BRT
51 Financial Institutions must deduct BRT when interest is paid or credited on a relevant

investment which is not registered for payment of interest without deduction of BRT.

Time of accounting for BRT — deposit-takers

5.2 Deposit-takers must account for BRT deducted @

e for each complete quarter ending 31 March, 30 June, 30 September and @nber
which falls within the accounting period, and

e for each part of the accounting period which is not a complete q&

For example, if a deposit-taker makes its accounts up to Qust account for BRT
for the periods

e 1 May - 30 June O

e 1 July - 30 September
e 1 October - 31 ember
e 1January - ch
e 1 April 30 April

Time of gcc t BRT — building societies

53¢ \& societies must account for BRT deducted

e for each complete quarter ending 28 February, 31 May, 31 August and 30 November
which falls within the accounting period, and

e for each part of the accounting period which is not a complete quarter.
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5.4

5.5

For example, if a building society makes its accounts up to 31 December, it must account
for BRT for the periods

1 January - 28 February

e 1 March - 31 May @
e 1June - 31 August %

e 1September - 30 November \
e 1December - 31 December O

Method of accounting for BRT Q
. Financial Institutions must make quarterly rg erest paid and BRT deducted from

that interest on form CT61 to HMRC Accou
They must also pay the BRT deducted frgm interest to HMRC Accounts Office.

If the Financial Institution regffiveany income from which UK income tax is deducted, it
may set that tax against a T it has deducted which it is paying to HMRC. But if it

does, it cannot also t against its corporation tax liability.

BRT is ayable

Late CT61 returns or @ﬁ BRT
&

at g time the return ought to be made,

0\\ out the need for an assessment

and is assessable if not paid when it is due. Any tax due for a return period must be paid

within 14 days of the end of the return period.

Incorrect CT61

5.6

If it appears that the CT61 return is incorrect, or if there is BRT which ought to have been
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Interest

5.7

included on the return and has not been, HMRC may make an assessment to collect the
BRT.

Any unpaid BRT will carry interest from the date it was due. It is due to be paid within 14

days of the end of the return period. See also paragraph 5.2 or 5.3.

Where a payment of BRT is made by cheque, when calculating any interes r@nent
supplement, the payment will be treated as having been made on the eque is
received by HMRC. Where a cheque is received by post followin y when the HMRC
office has been closed for whatever reason (including a wee &payment will be

treated as having been made on the day the office was first clo? Q

Penalties

5.8

HMRC may charge penalties if the Financial nstl.oes not make a return, or makes

an incorrect return.

Q
@

\
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The Section 975 statements

6.1

6.2

Investors may ask Financial Institutions for a statement of BRT deducted from the interest.

Where an investor makes a written request a statement must be provided by the Financial

Institution. The Financial Institution cannot make a charge for the original but may for
duplicates (see paragraph 6.5). HMRC no longer routinely requires individuals to sub
Section 975 statement with the tax repayment claims and it is up to the Financial Inst
whether they issue Section 975 statement automatically to all of the investors, O%

request basis only.

What the statement must show \

The statement must show O

e the amount of interest paid before BRT is taken off (th&ggros®amount),

e and the amount of tax deducted, and

e the actual amount paid (the net amount) O

relating to the particular interest payment(s) ies of interest payments within a tax

year) for which the investor requested ti statement. And it should state that it is a

statement given under Section &5 Income Tax Act 2007.

It is not necessary for Sggetid 9 statements to include the signature of the Financial
Institution represent RC recommends that a signature is shown. Facsimile

signatures are age le.” Financial Institutions may issue computer generated

statemegis gRvid at they are printed on systems generated headed paper and not
blank c@ per.

eciMgn statements which Financial Institutions may wish to adopt is reproduced at

"

Investors are likely to want Section 975 statements as evidence that they have paid
income tax by deduction under the Scheme, when they claim repayment of income tax
from HMRC. Statement(s) should not include any interest shown on a previous Section

975 statement, whether or not the previous statement relates to an earlier tax year,
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because this could result in duplicate repayments of income tax.

Electronic Tax Deduction Statements

6.3 Section 975 statements can be issued electronically.

The issuing of electronic tax deduction statements is voluntary and can only go @

ahead when both the issuer and recipient agree. Where one of the parties dg :%
agree, it will be necessary to continue issuing Section 975 statements in er
form.

Methods of electronic communication are not prescriptive and (g fies include sending

S
PDF files by e-mail or making the statement available on rouEpsite for the recipient

to download.

Joint accounts

6.4 Where there is a joint account only one Sed b statement should be issued, even

)
where more than one account holder requestSW
details of BRT and interest for the Whowccount.

atement. This statement should show

Where part of the interest eenwaid without deducting BRT, and part after deducting

BRT, Financial Instituti ul® whenever possible, indicate which account holder(s)

has (have) register, yment of interest without deduction of BRT. This will help

investors compl X return or claim their repayment.

Duplicate state

6.5 ) stor has lost his or her statement a duplicate Section 975 statement may be

d b® must be clearly marked 'duplicate’ (see paragraph 6.9 regarding charging).

L 2
Ad Nt to interest details

6 Where a Section 975 statement has already been issued showing details of interest
payment(s) and either the interest paid or the BRT deducted, is for whatever reason
adjusted Financial Institutions must not issue further Section 975 statements showing the

adjusted interest payment(s) or BRT. Financial Institutions should instead issue a letter of
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Retrospection

6.7

explanation to the investor showing the adjusted details. Where an additional payment of
interest is made because too little interest has previously been paid, a Section 975
statement may be issued showing that payment as a separate payment of interest in the

tax year in which it is paid. This may, of course, be later tax year than the one in which the

<

If an investor registers for interest without the deduction of tax part way throu %ar,
and a Section 975 statement has been issued for that account before the yest
registered, the tax deducted cannot be refunded under the retrospmv ns (see

paragraph 3.23) The investor must claim a repayment from HMR4d

original interest was paid.

sures that the
investor does not receive a refund under the retrospection prov @ nd a repayment

from HMRC by making a claim with the Section 975 stateglient

Foreign currency accounts

6.8 Where the account is a foreign currency acc t tion 975 statement can be shown
in the foreign currency. There is no require how the currency in sterling.

Charging for statements ,

6.9 Financial Institutions may cha@eWy providing duplicate Section 975 statements, but not

for originals.

Death of investor

6.10

Section 975 ay be requested for the period up to, and the period from, the

date of d& ceased investor. The statement up to the date of death should show
eceased investor, details of interest payments and BRT deducted from

o April to the date of death, excluding any payments already shown on a

s
TS & Qus Statement. The statement should not show interest accrued, but not paid, up to
th

te of death. Where a Financial Institutions system will not produce a Section 975
atement for the period up to the date of death, the Section 975 statement for the year of
death should be supported by an analysis of interest paid, and BRT deducted up to, and

from, the date of the investor’'s death.

The Section 975 statement from the date of death may be in the name of the deceased or
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the personal representatives if they have taken control of the account. It should show
details of interest payments and BRT deducted from the date of death to the date of

closure of the account or the following 5 April, whichever is earlier.

The first interest payment after the date of death may include interest accrued up to the
date of death. That payment should be shown on the Section 975 statement reIating@

period from the date of death and Financial Institutions should not apportion the g#f®re W
any way.

ISAs
6.11 Interest on an ISA, Junior ISA and CTF account is exempt from jg and is outside
the Scheme (see paragraph 2.22). Financial Institutions should @ mally issue Section

975 statements in respect of interest paid on an ISA accqgiht.

However, interest paid in respect of ISA, Junjor I@TF subscriptions that are

e voided, or

e repaired (up to the date of the notic?f repair issued by HMRC)

Is not exempt from incomeffaxXqEinancial Institutions should issue Section 975

statements in respect o guUAINterest. However, it must not include details of interest

paid in respect of yal ubscriptions.
Repaired and void IS ®
6.12 A SectiorV tement may be issued for interest paid inside an ISA which has been

voided. @ the ISA has been repaired the statement may be issued for interest paid

® A before the date of repair.

\vestors may use Section 975 statements to claim repayment of BRT from HMRC.

2
S&u

Section 975 statements are therefore valuable documents and Financial Institutions should
ensure that blank statements are held securely.
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Incorrect treatment of payments of interest

7.1 Financial Institutions may become aware that they have treated payments of interest

incorrectly. Examples of common mistakes are

e interest paid with tax taken off when it should have been paid without tax taken off
e too much interest paid, @

e too little interest paid, and

e interest paid without tax taken off when it should have been paid with tax taRgn

What Financial Institutions can do to adjust interest payments and tax ucted?

7.2 Where Financial Institutions discover that they have dealt \A®re incorrectly they
should follow the guidance in paragraphs 7.3 to 7.9 belo ngs right as soon as

possible.

Adjustments where interest has been wrongly calclat

7.3 Where a Financial Institution calculates injf e paid or credited before the actual

interest payment date, there may be transaClg@# between the time of calculation and the
date interest is paid. As a result the ’xt interest payment may be incorrect. Financial
Institutions usually correct this @y adjusting the next interest payment. Where interest has

been overpaid and the acc ha en closed see paragraph 7.8.

Adjustments and the CT61 Rgtu

7.4 Financial Instituiibn ould correct the BRT position on incorrect payments of interest by
submitti m CT61 return setting out the correct position for the relevant return
period nORY to HMRC Accounts Office as soon as possible. They should correct the
fig 0 ayable for that CT61 return period and pay the tax due or deduct the

pai®ax from the tax payable for that CT61 period, as appropriate. Adjustments
. &

\ou be made using the rate in force at the time of the original interest payment.

Where a Financial Institution makes an adjustment to include unpaid BRT, recovery from

the investor is a matter between the Financial Institution and the investor.

Retention of evidence
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7.5

In all cases, Financial Institutions must retain details of the adjustments made and make

them available to HMRC if requested. Details should include

e the name and address of the investor,

e NINO (where provided),
¢ the account number and branch identifier (if necessary),

e the amount of the adjustment, and %

e the tax year(s) to which it relates.

Adjustments and Section 975 Statements \

7.6

ils of the interest

Where a Section 975 statement has already been issued show

payment(s) and either the interest paid or the BRT deduci, '§forwhatever reason,

adjusted, Financial Institutions must not issue further Sectig 975 statements, showing the
adjusted interest payment(s) or BRT. Financial Imns should instead issue a letter of

explanation to the investor showing the adjusNa Where an additional payment of

interest is made because too little interest h§gg prefously been paid, a Section 975
statement may be issued showing that paymentas a separate payment of interest in the
tax year in which it is paid. This may, %ourse, be a later tax year than the original

interest was paid.

Adjustments and the Sectio@n

7.7

7.8

return.

Where the Fi @itution has not submitted their Section 17 return (see Chapter 8)
before tE tmemt is made, the corrected position should, if possible, be shown on the

* & retdrn has already been submitted Financial Institutions should retain details of the
N

tments for production to HMRC on request. They should not submit a further return

owing the adjustments.

sed accounts

Where an error is discovered on an account which has been closed, Financial Institutions

should, if possible, correct the position. For example, where the Financial Institution has
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incorrectly paid interest without deducting BRT, they should pay the BRT to HMRC by
submitting an amended CT61 return for the relevant period and paying the additional tax
due. Where the Financial Institution is unable to recredit BRT incorrectly deducted, they
should issue Section 975 statements to the investor. The investor may then take the
matter up with HMRC.

Where too little interest has been paid on closure of an account, an additio

may be made to correct the position when the error comes to light.
Institution should deduct BRT if appropriate, and may issue a Secti atement
showing the additional payment. BRT should be deducted at the in forc®tor the year

in which the additional payment is made. O

Where too much interest has been paid on closure of a , recovery of the overpaid

amount is a matter between the Financial Institution and investor. Where BRT has
been deducted from an excessive payment Of i ﬁ and the BRT has been accounted
for to the HMRC, the Financial Institution R ygg#over the excess by submitting an

amended CT61 return for the relevant retur

g®correcting the position.

Penalties on term and notice accounts ,

7.9 Where an investor makes a wal from his or her account before the end of its fixed
term, or without giving the red period of notice, some Financial Institutions impose a
penalty. Normally, the ty is deducted from, or reflected in, the next payment of

interest on the a vided the penalty is not separately charged to the account but

is deducted fi

rest payment, Financial Institutions should deduct BRT only from

\ x
\ e an account is closed and a penalty is deducted from the final interest Financial
I

stitutions should deduct BRT only from the interest actually paid.
Interest already paid, and BRT already accounted for, remain unaffected by any penalty

charged by the Financial Institution, unless the terms of the account require a recalculation

of interest already paid.
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Chapter 8 Reporting interest

8.1 Reporting under Section 17
8.2  Reporting under Section 18

Q ' 4
>
&

October 2012



Reporting under Section 17

8.1 HMRC produce separate guidance on reporting information about interest payments under

<

For advice about the scope/interpretation of the legislation and what shouf§§be rted

Nicholas Wright \
HM Revenue & Customs O
1st Floor

Archer House,

John Street

Stockport O
Cheshire

SK1 3EA

http://www.hmrc.gov.uk/esd-quidance/s17-s18-si-reporting.htm

If, after reading the Section 17 guidance, you need further advice please conta

Tel: 0161 475 8577 ,
Fax: 0161 475 8431
E-mail: nicholas.wright&amRg. gRgov.uk

For advice about s Directive and Savings Income Reporting

Graha &
HM Re Customs
haes & Residence

ore®ersonal Tax Team

2
's House
rton Road
Liverpool

L75 1BB

E-mail; Offshore Personal Tax Team
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https://online.hmrc.gov.uk/shortforms/form/CNR_EUSD_SEF?dept-name=CNR&sub-dept-name=&location=26&origin=http://www.hmrc.gov.uk

For advice on how to submit returns or for advice about how to complete the forms contact:

HM Revenue & Customs

Centre for National Information

Tel: 02920 327285 or 6379
E-mail: cni.firm @hmrc.gsi.gov.uk

&

Reporting under Section 18

8.2

HMRC produce separate guidance on reporting information abest payments under
Section 18 of the Taxes Management Act 1970.

If, after reading the Section 18 guidance, you need further ice please contact the

people in paragraph 8.1. O

Q/
&

N
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Chapter 9 Audit
Introduction
9.1 HMRC conduct a risk based approach to audit in order to check that Financial Institutions

have paid the right amount of tax at the right time and, where interest was paid without
deduction of BRT, that Financial Institutions were entitled to pay interest without dedt@

of BRT.
What are the objectives of the audit? %

9.2 The objectives of the audit are to determine that

the right amount of tax has been deducted from payments t and the tax has

been paid to HMRC at the right time,

the Financial Institution has satisfied itself that a deposi®qg not a relevant investment
before paying interest without deduction of BR

a fully completed and accurate annual inf a@ction 17) return has been
received,

Section 975 statements issued were correct, and

generally, that the Financial Instituti‘has met it's obligations under the legislation.

The auditor's role Q

9.3 In carrying out the audit rs will

review the Segg urn for accuracy and completeness
review thegpr , Systems and controls of the Financial Institution,
cu

lon of the amounts of BRT shown in the quarterly returns, and

checkQg

carr @

ple checks of accounts which have interest paid without deduction of

’
R UM: make information available for audit

\

hen required to do so by HMRC, Financial Institutions must make available for inspection

all books, documents and records which they have or control containing information

13716 relating to accounts on which interest has been paid to enable HMRC to

determine whether interest was correctly paid without deduction of BRT, or

verify the amount of BRT deducted.
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Voluntary disclosure

9.5 Where a voluntary disclosure is made, this will not lead to a full audit where HMRC are

satisfied with the disclosure.

~—t

made by the Financial Institution. Where possible, this analysis will be carried

Selection for review g
9.6 Initially, selection for review will be based on an analysis of the Section 17 (and E%

sub-return level but where the number of sub-returns has changed from th i year the
analysis will be by reference to the full return. The return will be co ed withTeturns made
for earlier years to identify areas of risk (see paragraph 9.7). Yea %ctuaﬂons in
volumetrics may suggest the returns (or previous returns) are inc @ b Or inaccurate.
HMRC may make initial enquiries on issues raised by the rgurn alysis using an informal
desk based approach. If matters cannot be resolved this waySRgis will lead to the issue of an
audit notice and a formal audit. The audit will ovely the identified risk, but additional
areas outlined in paragraph 9.9. The audit wil v ecks to verify the completeness and
accuracy of the relevant returns (section 17/1 and CT61).

Analysis of returns will not identify all ar&of risk so HMRC will maintain a risk based

cyclical audit of return complet nd accuracy of section 17/18, EUSD and CT61
returns. Returns will be clas¥{i s high, medium or low risk based on such factors as size
and constituent businegs inancial Institution. Cases deemed to be high risk will
receive more frequ u

Returns analysi

9.7 The folld

5 cases — comparing numbers of accounts and amounts of interest (fully gross, partial

gross, newly registered accounts)
e R85 cases — comparing numbers of accounts reported without a NINO or date of birth

e R105 cases — comparing the number of accounts and amounts of interest for new/not

new accounts

¢ R85 and R105 — identifying the number of accounts reported without an address or with
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a c/o or PO Box address

e Other gross interest paid to individuals — compare number of such accounts and
amounts paid

e Other gross interest paid to non-individuals — compare number of such accounts and
amounts paid

e Accounts that receive net interest — compare number of accounts and amounts pa@

Analysis of the European Savings Directive return could indicate return errors %re

are year on year fluctuations in volumetrics or where there is

e noincome code \
¢ no additional information

e non-EUSD country codes

e incorrect naming conventions used.

Notification of audit O

9.8 Where initial desk based enquiries have not d matters, HMRC normally gives at

least 4 weeks' notice of an audit. Auditgg may seek a meeting before the audit takes

place.

Selecting a sample for audit Q

9.9 Where an issue is idqgi a full audit is required, the audit will cover not only the
identified area frw n but also the following areas
o SN shown as part net / part gross but no tax has been deducted

w &ccounts — investor reaching 17 years old

compliance with HMRC deregistration notices

deceased cases.

\ R105 — compliance with initial and continuing obligations
e Other gross cases — no R85 or R105 and investor is an individual
e Other gross cases — non-individuals

e Treasury accounts / QTDs
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For each area, auditors will select either a statistically valid or targeted sample, depending
upon the area of review, from the Section 17 or Section 18 returns.

These samples will be used to check whether the procedures and controls put in place by

the Financial Institution are adequate to meet the requirements of the Scheme.

Generally, auditors take the sample from a list of relevant accounts reported on @
recently received Section 17 or Section 18 return. The samples are either s

randomly or targeted, depending upon the area of review.

Examining Financial Institutions records \
9.10 The auditor needs to examine O

e records of interest paid after deduction of BRT and withoOgleduction of BRT,

e records of tax deducted (to reconcile tax paid tRC with the CT61 returns),

e forms R85,

e notifications of de-registration,

e NOR declarations (and deposit-taker gr building society certificates, if appropriate, for
NOR declarations accepted before 6 April 2001),

e computer records, correspgde held on file/microfiche etc including correspondence

from investors in relatjon accounts,

e records of gross ade to other non-relevant investments, and

e computer and | ré@Cords relating to the compilation of the Section 17 or Section 18
return

Auditgrs @ &nt to see other records and may ask to speak to members of the
ag nt and staff about the systems used by the Financial Institution.

L 4
thOugh auditors normally inspect recent records, Financial Institutions should retain, on
microfiche or similar medium if preferred, forms R85 (see Chapter 3), NOR declarations
(see Chapter 4) and deposit-taker or building society certificates (see paragraph 4.44) for at
least two years after an account has been closed or interest has ceased to be paid without

deduction of BRT.
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There are penalties for failing to make records available for inspection.

Use of ‘good evidence’

9.11

Auditors may select statistically valid samples of various categories of cases (R85s, R105s)
to check for evidence that interest has correctly been paid without deduction of tax.

forms R85/R105 are missing or incomplete, this will be used as the basis for the t
settlement. In some circumstances auditors will accept ‘good evidence’ that ISSInggorm

did exist but has been lost and auditors may not treat such an account as &gerrojpase.

extension of ‘good evidence’ also applies where missing or inco cglocumentation

HMRC will allow ‘repair’ of missing or incomplete forms in certaices. The
e

comes to light in an internal review.

Repair — Missing forms R85

9.12

Where forms R85 are missing, HMRC will as Qny evidence that suggests that the
form was once held — for example, a letter fr ustomer, or the NINO and DoB are

held on the institution’s system and the customer has no other products (e.g. an ISA) where
that information could have come from.(there is such evidence, HMRC will not seek a
recovery for past periods, but form R85 must be obtained so that gross payment can

continue. If a fresh form R8Qi t obtained the Financial Institution must deduct tax from
future interest payments.

In all other ca @re there is no evidence the form was once held), institutions can
reduce theQgrroyate Used to reach audit settlement by obtaining a fresh form R85 and a

e investor confirming when the original form R85 was lodged and that they

xyere a replacement cannot be obtained tax must be deducted from future interest

payments, and HMRC will seek a recovery for earlier periods. Where a replacement (and
statement) is obtained HMRC will not seek a recovery for past periods.

If the investor confirms that they lodged a form R85 but have since become a taxpayer, the
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institution must de-register the account and make future interest payments after the
deduction of tax. HMRC will not seek a recovery for past periods unless there is evidence
the investor told the institution that they had become a taxpayer but the account was not de-

registered.

Where the missing R85 relates to a minor account where the investor has reached 17@
of age, to be eligible for repair there must be some evidence that a fresh form R as
obtained. This could be correspondence or evidence of a fresh R85 signal. | iSPhg

signal has simply been retained and there is no evidence that a fresh form®gas ofined the

case cannot be repaired. \
Repair — Incomplete forms R85 O

9.13 Forms R85 will be treated as invalid only where

e the form is not signed (or has been signed by th@MgNg person)
e the account number is not shown on the fo u@ he investor only has one account
with the institution)

e the account holder’s full name and / or addr is not shown and there is insufficient
information to identify the investor ,

e the investor's date of birth i {tted (unless it is held separately on the institution’s
system and has been in onYheir annual information returns)

e the form is undated ( leted with the wrong date), unless there is
contemporane ce, for example, a covering letter from the customer, indicating

the date of hich case it will be treated as valid only from the date of the
conte 0 vidence of receipt).
h ese errors are identified, Financial Institutions can reduce the error rate by

ctimgpthe investor and obtaining

L 4
\a fresh form R85, and
e a statement from the investor confirming they have remained a non taxpayer since the
original form R85 was lodged.

Where a replacement cannot be obtained Financial Institutions must deduct tax from future
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interest payments, and HMRC will seek an audit recovery in respect of tax that should have
been deducted. Where a replacement (and statement) is obtained HMRC will not seek a
recovery for past periods.

Repair — R85 signed by the wrong person

9.14

The absence of a ‘capacity’ box means that where a form is signed in the year in whic@
child reaches 16 it may be unclear whether the form was signed by the child or t a

(or guardian). If the form has not been signed by the child a fresh one will be (:%
Where a failure to obtain a fresh form is discovered, the error can be repaifQg by Wtaining a

fresh form and a statement from the investor that they have remain non-taxpayer since

age 16. O

Repair — investor not contactable

9.15

Where Financial Institutions are unable to contact Oestor ecause

e the investor has died

e the account is dormant

Y4

but not where the investor ha@not replied to correspondence, HMRC will be content
by

for the error rate to be calc ference to the error rate on accounts with current
contact addresses (after .

Nor will HMRC over where the account holder is a child under 16, but Financial
Institutio at t attempt to repair accounts of this sort (and where appropriate, tax
must be @ e®from future interest payments).

le

, 1200 ‘error cases’ are discovered made up of

e date of birth missing from forms R85 1000 cases

e age 16 form R85 not replaced 200 cases

Total error cases = 1200 cases
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The Financial Institution has current contact details for 1000 of these 1200 cases and
issues repair letters to this 1000. A total of 900 responses are received supplying new
forms R85 along with confirmation that the investor was not a taxpayer. These accounts

are repaired so the ‘repair rate’ is 90% and the ‘error rate’ 10%.

No current contact addresses were held for the other 200 cases. %@

Calculation of tax due is then a 2 stage process.

Stage 1 \
100 cases with current contact addresses have not been repaireo

Of these, 15 were accounts for under 16s.

The details of the remaining 85 cases are known so the actu®yjax due for these 85 cases

(EA) will form part of the settlement. O

Stage 2
200 cases had no current contact address. Of these, 10 were accounts for under 16s.

The details of the remaining 190 remain(g cases are known, so the ‘error rate’ of 10% is

applied to the actual tax due f e 190 cases:

ror rate 10% = £C
Total tax due in sej £A + £C and TDSI must be applied to all non repaired

Tax due on 190 cases =

accounts (inclygi of children under 16) for the future.
Repair — R105 ag
9.16 reqeT®Is a missing or incomplete form R105 (including a non acceptable PO Box
TS doggss) HMRC will allow Financial Institutions to repair matters by obtaining a fresh form
R and confirmation from the investor that they have remained NOR since the original

rm was lodged.
In the case of missing pre 6 April 2001 deposit-taker or building society certificates,

institutions can attempt to get a fresh form R105 from the customer plus a statement from

them that they have remained NOR since the original R105 was lodged.
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Where a replacement cannot be obtained tax must be deducted from future interest
payments, and HMRC will seek a recovery for earlier periods. Where a replacement (and

statement) is obtained HMRC will not seek a recovery for past periods.

Where a new party was added to a NOR account, but there is no evidence that a fre@
form R105 was obtained, then the Financial Institution will need to obtain a form 5
pay gross for the future. But this cannot be ‘backdated’ and will only apply fr e of

receipt.

Repair — other gross accounts \

9.17

Where the Financial Institution has no evidence that the invest @ ot a relevant
investment, evidence must be obtained along with a statqgien t this has applied since

the date interest began being paid gross.

Where evidence cannot be obtained tax musgjs Qd from future interest payments,
and HMRC will seek a recovery for earlier p here evidence (and a statement) is

obtained HMRC will not seek a recovery for past periods.

Section 17 & Section18 Independe u f Not Fully Reportable accounts

9.18

Where a Financial Instit(@y Sevtion 17 & Section 18 returns are restricted to payments
made to investors a reportable address in the UK or another Fully Reportable
(FR) country, by administrative arrangement, allow the Financial Institution to
appoint pe t Auditor, at their own expense to undertake the audit of Non Fully
Reportaf accounts.
u ¥ of this arrangement are contained with the guidance notes for Section 17
Sec®n 18 returns which are available on the HMRC website at
\ , .hmrc.gov.uk/esd-quidance/s17-s18-si-reporting.htm

Specific notes for the appointed auditor are available from Savings and Audit. Contact

details are below.
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Any Financial Institution wishing to appoint an Independent Auditor should send written
notification to Savings and Audit at the address below, providing details of the auditor who

will carry out the review.

HMRC

SSAS @
St Johns House
Merton Road

Liverpool

L75 1BB \
Phone number 0151 472 6269 O

The application can be made at any time and notifications e acknowledged within 30
days of receipt. If the appointment is made gfter § % e of an audit notice the timing of
the audit will not be rearranged to accommo {glgffe pendent Auditor.

The Independent Auditor who is appointed must be an auditor registered under the

Companies Act 1989 and must be exp(enced in carrying out audits of such an

institution’s business.

The written notificatign intment from Savings and Audit to the independent auditor

will act as authorj gs and Audit to send a copy of correspondence including the

audit notice tq Bndent Auditor. A copy of the Savings and Audit report will only be

senttot

r ependent Auditor has been appointed, the audit notice will be sent to the
TS & ial Institution and the Independent Auditor at least 6 weeks prior to the audit
C encing. The Independent Auditor will audit Non Fully Reportable cases excluded

om Returns under Sections 17 and 18 Taxes Management Act 1970 and gross payments
made to individuals in Non-Fully Reportable countries.

Notes for Independent Auditors are issued separately to the Independent Auditor when

appointed.

October 2012



Satisfactory audit results

9.19 Where, on the basis of the audit results and other information available, auditors are
satisfied that the interest has been correctly paid without deduction of BRT, the Financial

Institution will be advised that no further action is needed.

Unsatisfactory audit results @
9.20 In cases where the auditor can reasonably conclude that errors exist through @al

population of accounts of that type or in a particular portion of them, audit®g wil

e advise the Financial Institution to pay all BRT underpaid, noty &Iating to the
accounts in the sample,

e seek to determine by agreement with the Financial InqgutiONythe amount of any
recovery, and

e where appropriate ask the Financial Insti tioe a general payment on account

while the correct figure is calculated.

In reaching settlement, HMRC will not ?mally seek to ‘go back’ more than 4 years or to
the date of the last audit if this is later. HMRC will normally only seek to go back more than
4 years where there is evide tMyL the Financial Institution has not taken reasonable care

in the operation of the Schege®

Quantifying an underpay

9.21 Normally, the RT underpaid can be agreed between the Financial Institution
discussion of the audit findings by extrapolating the agreed results of the
pss the population of accounts of the type in question. So if the audit is into
ample, extrapolation will be restricted to accounts falling into the targeted
¢ ateqQry and not across the general population.

here agreement cannot be reached between the Financial Institution and HMRC, HMRC
may raise an assessment to collect the BRT underpaid. However, the Financial Institution
may undertake further work to quantify the actual amount. That may involve reviewing

e all accounts within the type in question, or
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e a further sample of sufficient size to reassure the Financial Institution that the results

are reliable enough to be extrapolated across the rest of the account population.

In either event, HMRC will want to agree how the work is to be carried out, including the

size and structure of any sample, and to check the results of the review.

Default interest @@

9.22 BRT due on interest incorrectly paid without deduction of BRT attracts int

Section 87 TMA 1970.

Reporting the Results
9.23 Auditors will usually report their findings to the Financial i@ithin 28 days of the

audit visit. Exceptionally and only where an Independe udit®y has been appointed, the
NFR element of the report may be sent under segarate cower to the Financial Institution

within 90 days of the audit visit.

Penalties

9.24 Where interest was incorrectly paid wigout deduction of BRT, penalties of up to £3,000
may be charged for each incgrrect form CT61 (Z) submitted. A maximum penalty of
£3,000 will also be consi d ny incorrect Section 17 or Section 18 returns
submitted.

previ audited. HMRC does not seek recovery of tax for a period before the

Audit protection @
9.25 Ther? E& cumstances in which HMRC seeks to review a period which has

eriod covered by the last audit (whether or not that earlier audit resulted in

y re®overy) unless

the settlement was based on misleading or incorrect information provided by the
Financial Institution, or

e the settlement was based on computational errors which the Financial Institution
could not reasonably have believed were correct or intended, or

e errors arose before the end of the period covered by the last audit which were not
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readily susceptible to audit checks.

Advice and help

9.26 New Financial Institutions, and Financial Institutions that are considering major system or

procedural changes, can request a help visit which will be tailored to meet the needs of the

Financial Institution by contacting

savings.audit@hmrc.gsi.gov.uk %

o

O

Q ' 4
>
S
&
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Appendix 1 Investors whose deposits are not relevant investments
Building Societies

Charities and charitable trusts

Churches %

Companies (Ltd, Plc or unlimited)
Corporations sole O\

Credit Unions

Deposit-takers O

Friendly Societies

Individuals in respect of whom the Financial Insf®ution holds a valid not ordinarily resident (NOR)

declaration Q

Individuals who are ordinarily res the UK and in respect of whom the Financial Institution
holds a registration form f of interest without deduction of tax (form R85) (Technically
these accounts are r %stments but the provisions of Section 851 are excluded by
Regulations made c&ec on 852)

Industria’ €
I8 \

INVQst t sts
uiddtor's accounts for companies

Local Authorities
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Masonic Lodges
Members' clubs (e.g. the Anytown Tennis Club)
Nationalised Industries

Pension Funds %

Provident Societies

Public Bodies - Health Authorities, Education Authorities etc. O\

Regimental accounts

Societies (e.g. the Anytown Local History Society) O
Trade Unions

Trustees in bankruptcy ,

trusts where the Financial Institution holds a valid not

Trustees of accumulation or discreti
ordinarily resident declaration (int aid after 5 April 1996), or where the account was opened
before 6 April 1995 and th

form 31(FS) TN.

Institution has not received a notification on form 31(TN) or

Unit Trusts (auth @ unauthorised)

N
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Appendix 2 Minor omissions or errors on form R85

Chapter 3 of these Guidance Notes emphasises that form R85 must be fully completed before
interest can be paid without tax taken off. But the HMRC recognises that, through clerical error,
incomplete forms R85 may occasionally be accepted from the investor. In some of these cases it
would be unreasonable to return the form R85 to the investor to rectify a trivial omissi@
Therefore, HMRC auditors will not treat a form R85 as invalid by reason only of a trivial S

or error of the sort described below provided the form R85 has been annot @

appropriate, and provided that the deposit-taker has sought generally to ensure t'y forfe R85

are properly completed before they are accepted. \

Where appropriate (see below), the deposit-taker should annotate form insert missing or

corrected information, by ensuring it is clear what's been change d Wjalling or stamping and

dating the amendment. Deposit-takers and building societies sMguld not otherwise insert

information on incomplete forms R85. O

Name of Investor

The form R85 may still be treated as valid if the investor has not entered his or her name/initials

provided the investor can be identified clearly fm the information provided. This is particularly

important where the account is held i &gt names. The institution can annotate the form to
reflect the correct information.

Postcode
If the deposit-taker hol the postcode in his records, he should annotate the form with
those details. TheE ill NOt be treated as invalid solely by reason of the missing postcode.

Account

A f(&ﬂkS ccount specific. Form R85 will not be regarded as invalid because the account
nu ' ing or the investor makes a mistake provided the investor only has one account
e Jeposit-taker. The financial institution can annotate the form to reflect the correct

ormation.

Institution name & branch
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The name of the financial institution and branch (if appropriate) should be shown. The deposit-
taker can annotate the form to reflect the correct information.

Joint account boxes

Form R85 will not be treated as invalid if neither of the boxes are ticked provided that all parties
to the account can be identified from the underlying customer record.. @

Date of birth %

If the date of birth is the only omission from the form R85 and the investor is cle ideyNfiable

from information on the form (deposit-takers and building societies must be icularly®Careful in

the case of joint accounts) the form will not be treated as invalid provid tated by the
! ) |

deposit-taker. If the investor does not know their date of birth the de
the form ‘date of birth unknown'. é

All forms R85 must be signed and dated. But where ggs Qated and there is evidence of it
@ Ramp), it will be treated as valid from

the date evidenced. Otherwise, it will be treated as valid from the date of the audit.

r should note on

Date

having been received before the audit (for example, 3

National Insurance number

A form R85 can still be accepted if t ional Insurance Number box has not been completed.
If the beneficial owner of the _a is a minor under the age of 16 years then a National

Insurance Number is not r

Address
The deposit-take @ Asert a new permanent UK address on form R85.

N
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Appendix 3 Can a payment be made gross?

Does the account belong to an

» The deposit is a relevant

individual or a partnership of Yes investment and interest must
individuals? be paid net unless itis a QTD
made before 6 April 20120r a
valid R85 or R105 are held
No
Does the account belong o [~ 20 Y81 SReCel S er, [
. i [ ) 3
registered charity? Yes or Yes
e aletter from the Charity
Commission addressed to them, or
No e acopy of their website with their
Charity Registration number on it ust be paid net until
2 evidence
No
A\ 4
Does the account belong to a | Do you have evidence, such as The deposit is not a relevant
company, including ”| e Constitution Rules, ”| investment and interest must
e corporate bodies Yes | ¢ Memorandum & Article Yes | be paid gross
e clubs Association, or
o friendly societies e copy of Company HORe L ((C]
* unincorporated including their details Interest must be paid net until
associations? you have evidence
p 4 No R
No "
A\ 4
Does the account belong to a have evidence, such as » The deposit is not a relevant
retirement benefit scheme or letter of approval from HMRC Yes investment and interest must
personal pension scherge? SFO reference number be paid gross
No No > Interest must be paid net until
you have evidence
. \C
thiaccot belong to a »1 Do you have evidence, such as » The deposit is not a relevant
ki heme? e name of Unit Trust Scheme - must investment and interest must
Yes be in company name not Yes | pe paid gross
individuals e.q. XYZ Fund
No No Interest must be paid net until

Interest must be paid net

you have evidence
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Appendix4 Trusts — process maps to show whether a form R85 or a form R105 can be signed.

Bare Trusts - Is a form R85 or a form R105 appropriate?

Is the beneficial owner »! |s the beneficial owner a child |——% A form R105 is appropriate.
ordinarily resident in the UK? No (under the age of 16)? No
It can be signed by
Yes e the beneficial owner
Yes v e the person to whom the
A form R105 is appropriate. interest is paid e.g. a

representative

It can be signed by
the form must show
e the child if they are aged 12 or over
e the parent/ guardian °
e the person to whom the interest is paid e.qg. if the account °
is 'grandparent re grandchild' it can be signed by the
grandparent because the interest is paid to them

and the form must show

e the name, and
e the principal residential address of the child

y A form R85 may be ap
Is the beneficial owner a » unlikely to be liable to
child? Yes

(see paragraph 3.4)or the rules about capital given by
parents)

No
It can bffs d by

) ch parent / guardian

a ddress must be

e the permanent address of the child

A 4
Is the adult mentall

A form R85 may be appropriate if the beneficial owner
Yes is unlikely to be liable to tax.

It can be signed by

the parent

the guardian

the spouse of the beneficial owner

the child (if over 16) of the beneficial owner
a receiver or person appointed by DWP (see
paragraph 3.24)

with tax taken off.

and the address must be

e permanent address of the beneficial owner
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Discretionary or accumulation trusts - Is a form R105 appropriate?

Is each beneficiary of the trust »| A form R105 (DAT) is not appropriate
e not ordinarily resident in the UK (if an and cannot be completed.

individual) No
or The interest must be paid with tax taken
e not resident in the UK (if a off.

company)? A

(see R105 (DAT) notes for definition of
non-resident)

Yes No
Is at least one trustee not resiSt in the

A 4

.| UK and none of the dirg d
Are all trustees "| settlors of the trust wa: t, ordinarily
resident or domicigmhi at the time

e not resident in UK? No the settlement

Yes

A\ 4

A form R105 (DAT) is appropriate.

It can be signed by

e atrustee of the trust, or ,
e the person to whom the interest is paid

and the address must be

e the principal residential address of he

(or business address if they are ac professional capacity).

N\
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Interest in Possession trusts - Is a form R105 appropriate?

Is the beneficiary UK resident?

(the residency status of the trustees is
irrelevant)

No

A 4

Is the beneficiary a child (under the age of
16)?

Yes

\ 4

A form R105 is not appropriate and must
not be completed.

The interest must be paid with tax taken off.

No

A form R105 is appropriate.

It can be signed by

e the beneficiary

e the person to whom the interest is paid
e.g. a legal representative (or trustees)

the details must be

e the name & principal residential addres
of the beneficiary

N\

Yes

A 4

A form R105 is appropriate.

It can be signed by

e the beneficiary i
e the parent
e the persqgfo

a trustee

& & principal residential address of
eficiary
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Contingent Trusts - Is a form R105 appropriate?

Is the beneficiary UK resident? P A form R105 is not appropriate and must
not be completed.

(the residency status of the trustees is Yes
irrelevant) The interest must be paid with tax taken off.

No

A 4
Is the beneficiary a child (under the age of »| A form R105 is app @
16)?
Yes It can be sign
No

\ 4

A form R105 is appropriate.

It can be signed by ,

the name & principal residential address of
the beneficiary

e the beneficiary
e the person to whom the interest is paid
e.g. a legal representative

the details must be

e the name & principal reside dre
of the beneficiary

N\
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Mixed trusts - Is a form R85 or form R105 appropriate?

Is part of the trust a bare » A form R85 is not > Is the beneficial owner > Follow the appropriate
trust? No| appropriate and must of the interest ordinarily |No| process map for the
not be completed. resident in the UK relevant type of trust
Yes Yes
\ 4
A form R105 is not appropriate and myst e
completed.

The interest must be paid with tax tak ff.

A 4

\ 4

Is the beneficial owner
of the interest ordinarily | N
resident in the UK? It can be signed by

A form R105 is appropriate.

Yes e the beneficiary if they are aged 12 o
e the parent of the beneficiary
e the person to whom the interes

and the details must be

beneficiary

trustee

e the name & principal reﬁntial address of the

A 4

A 4

Is the beneficial owner a A form R85
child or a mentally complet
incapacitated adult? No

propriate and must not be

ust be paid with tax taken off.

‘ Yes

A form R85 may be ap

For a child it can be sj
e achild's

and th@d S t be

n ddress of the child

It It can be signed by

guardian

the spouse of the beneficial owner

the child (if over 16) of the beneficial owner

a receiver or person appointed by DWP (see paragraph 3.24)

and the address must be

e permanent address of the adult.

hild or adult is unlikely to be liable to tax.
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Appendix 5 - Specimen section 975 statement Anytown Bank

1, High Street

Name and address of investor Anytown

STATEMENT OF DEDUCTION OF TAX %

Statement for the purposes of Section 975 of the Income Tax Act 2007 \

Account No O

*Year to SAPHl o
*Paymentdate ............/........ o *Del priate
1. Gross Interest

2 Income Tax Deducted

3 Net Amount Paid or Creag A

Date....... loiiiin / K Signature...........cocvveveeennnn.

PigR N statement
i 'Nyou complete your Self Assessment tax return (if you are sent one)

e accepted by HM Revenue & Customs as evidence of tax deducted if you are entitled to

ke a claim for repayment of tax.

A duplicate statement will not normally be issued, and HM Revenue & Customs will not

necessarily accept statements or passbooks as conclusive evidence of tax deducted.
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PLEASE KEEP THIS STATEMENT
PLEASE KEEP THIS STATEMENT

You have a legal obligation to keep records for tax purposes.

Everyone who lives in the United Kingdom (UK) is allowed to earn or receive some income

before tax has to be paid. If your income is below this limit and you have money in a bank or @
building society account which earns interest, you may be paying tax when you don’t havgsf®

find out whether this applies to you (or to an account you look after for someone else), ;%

visit the HM Revenue and Customs website at www.hmrc.gov.uk/tdsi/key-info.htm

If you do not have Internet access or need further help in deciding wheth xest should
Ipline on 0845
98 00 645. The opening hours of the Gross Registration Helpline éNg8.3 - 5.00pm Monday

be paid without tax taken off ring HM Revenue & Customs Gross Regg
to Thursday and 8.30am - 4.30pm on Friday.

If you think you are due some tax back please ring H Qnd Customs on 0845 366
7850. The opening hours are 8.00am-5.00pm — Mon riday.

The Helpline numbers are only for enquiries about bank and building society interest. If you want
help on any other tax matter, please vigllt th&QgM Revenue and Customs website at

www.hmrc.gov.uk.

If you are sent a Self Agse nt tax return, you must include:

e the gross amd pnterest paid or credited in the tax year (shown at 1 over),

e thea t x deducted (shown at 2 over), and

o ﬁ\& nt of interest after deduction of tax (shown at 3 over).

are not sent a Self Assessment tax return, but you are a higher rate taxpayer you should

ontact your own tax office.
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Appendix 6 - R2105 for Personal Representatives

To make an application to receive interest with no UK tax taken off

e read the notes on the other side of this form

Deceased not ordinarily resident
investor: application to receive
interest without tax taken off

e complete and return this form to the deceased savers building society, bank or other deposit-taker. Th ill
arrange for interest to be paid without tax taken off. They may not acknowledge receipt of the for 0 yoSight

want to take a copy for your records.

Name of building society,
bank or other deposit-taker

Branch name (if appropriate)

Sort code (if applicable) - -

Name of account

Full name

Principal residential address

(This is the address where you usually live A fi
PO Box address can be given if this is the

which your mail is sent and is a recog

or,

Business address (if you are

residential address in the country .
i @ ressional
capacity).
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| declare that

° the person named above is the (or one of the) personal representatives(s), or the payee of the interest of

(deceased)
and
v" one box only
° immediately prior to his or her death the deceased was not ordinarily resident in the UK.
I am the (or one of the) personal representative(s) and | am authorised to sign this form. |:| 0
| am not a personal representative but the interest is payable to me.
Signature Date /

It is a serious offence to make a false declaration : :
HMRC may check that these details are correct and that the payment of gros. INIKeI{REIINAL=SI(o [l
pceased individual may be regarded as not

Q narily resident in the UK immediately prior to
eir death if

R105(PR) Building societies, banks and other deposit-takers in
‘he United Kingdom (UK) will normally deduct tax at
the basic rate from interest paid or credited to an
account. However,

e their home, employment and centre of life
e if you are entitled to the interest in your had always been abroad,

capacity as a personal representative and ,
- they visited the UK only for short periods for

e the deceased was not ordinarily resi in the example on holiday or irregular business visits

which averaged less than 91 days a tax year, ¢

- they came to the UK to work or live and
intended to stay here for less than 3 years and
did not own (or hold on a lease of 3 years or

es dividends paid more), accommodation here for their use, or

- they were a student who had come to the UK
for a period of study or education for less than
4 years, did not buy (or acquire on a lease of <

Wpayable or a years or more) accommodation for their use,
personal representative eased who is and on leaving the UK intended to visit only
entitled to theggt ' €pacity should sign for short periods which would average less
this form. than 91 days a tax year.

u r of personal representatives is or
” 0 should state that he or she is
prisSQYo sign on their behalf. e they were aformer UK resident, and
En uires wpout residence . - they had left for permanent residence abroad,

and their visits to the UK average less than 91
days a tax year, or

Residency - they were working full-time abroad under a
(Foreign Law Unit) contract of employment, and both their absenc
St John's House from, and employment outside the UK was to [
Merton Road at least a full tax year and their visits to the UK
Liverpool averaged less than 91 days a tax year, or
L75 1BB - they accompanied or later joined their
husband or wife, who was working full-time abt
Tel 0151 472 6238 and met the conditions for being not ordinarily

resident, their absence from the UK
Fax 0151 472 6145 was to last at least a full tax year, and the



Enquires about this form d

Contact

SSAS

Technical Advice
(Address above)
Tel 0151 472 6269
Fax 0151 472 6124

Minicom 0151 472 6112
yrm R85

R85 for Adult R85 fo R85 for Mentally
incapacitated person
(adult or child)

Saver over 16 N/A
Saver under 16 A X X
Parent N/ v v
Guardian N/A v v
POA v v v
. \
0 \ x N/A v
vers child aged over
g x N/A v
1
P inted b
erson appointed by % % v

DWP to receive benefits
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for saver

acceptable

x \E

not acceptable

N/A circumstances cannot arise

Q ' 4
>
S
&
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Appendix 8 - Table to show who can sign form R105

Child Adult
Saver (if over 12) v v
Under 12 x N/A
Parent v N/A
Guardian v N/A
POA v
Trustee if interest paid to them v
Trustee if interest isn’t paid to them X X
Key
v acceptable
x not acceptable ,

N/A circumstances cannot arise Q

N\
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Appendix 9 — Sample wording for investor statement

‘I confirm that

0 | completed a [form R85] [form R105] for account number .................. and passed it t@

[name of institution] on [date], and %

o | have remained [a non-taxpayer] [not-ordinarily resident in the UK for tax p seS@pince

that date. \

October 2012



Index

£100 rule
16th birthday

A

Abroad

Accounting periods
Accumulation and maintenance trusts
Advice and help

Allied Command Atlantic
Headquarters

Anstalts & Stiftungs
Armed forces
Associations

Audit protection

Audit sample

B

Bankruptcy of investor

Bare trust

BFPO address

Blind & partially sighted investors

C

Change of name of investor
Channel Command

Charitable trusts

Chatrities
Child Trust Fund
Children's accou

Channel Committee 04.49
Charging for statements 6.1

Child's 16th birt
Child's 16th birti\g
incapacqgt

ent trusts
ourt Appointed Receivers
61 return adjustments

D
Death of investor

3.40
3.3

3.18
5.2

2.11
9.26

4.49
2.3
4.49
2.2
9.25
9.3

3.3
2.8
3.16
3.27

Y4

4.40
4.49

2.7
2.7
2.23
3.35
3.38

3.39
2.2
7.8
2.2
1.8
2.12
2.26
7.4

3.46

3.24 3.38 3.39

4.2
53
4.5 O

9.9

O
4.37

6.9

2.2 4.5

3.47 412 4.21
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Default interest 9.22
Deposit-taker or building society certificates 9.10

Designated clients’ accounts 2.19
Diplomats 3.41
Discretionary trusts 2.10
E

Electronic Tax Deduction Statements 6.3
Emigration 4.52
Enquiries and further information 1.9
European Community (EC) Officials 4.48
F

Flat management companies 2.10
Foreign currency accounts 6.8
Form R105 - retrospection 4.35
Foster carers 3.36
Friendly societies 2.2
G

General client account 2.18
Grandparents 3.36
H

HMRC Trust Offices 2.15

|
Individual savings Accounts (IS 2.2
Information returns 3.57
Interest Groups 2.24
Interest in possession u@ 2.9
L Q
Legislation 1.7
Local agghog 1.8
Lost fgrm 3.22
S K
\\

lubs 2.2
incapacity 2.19
ergers 3.5
N
National Insurance Number (NINO) 3.13

9.16

4.46

2.22

2.2

3.39

3.43

6.11

October 2012



O

Office Accounts 2.2

Overseas student 4.39

P

Parish councils 2.2

Partially liable investors 3.29

Penalties 9.24

Pension funds 2.2 %
Personal representatives 4.21

PO Box addresses 4.8

Power of attorney 3.28 4.36 \
: O
Qualifying certificates of deposit 2.16

Qualifying Time Deposits 2.17

R

Record examination 9.10
Repaired ISAs 6.12
9.23

Reporting the Results

Retention of evidence 7.5

Retention of forms 4.43

Retirement benefit scheme 2

Retrospection 3.23 4.35 6.7
Returns analysis 9.7

S

Savings clubs 2.2

Schools 2.2
S

Section 975 statement 7.6
Section 17 returngadjgltme 7.7

Security 6.13
Selection for re 9.6

2.25

451

3.50

onds 2.21

he cOntinuing obligation 4.38
rift clubs 2.2

Transfer of account between

branches 3.49

Trusts 2.6
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U

Unequal shares 3.33
Unincorporated clubs 2.2
unique investor identifiers 3.19
United Nations 4.47
V

Visiting armed forces 4.49
Void ISAs 6.12
Voluntary disclosure 9.5
wW

Will trusts 2.13 \
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	 if they are ordinarily resident (OR) in the UK, and are unlikely to be liable to income tax, they are entitled to register the accounts for interest to be paid without tax taken off (see paragraph 3.41).
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