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repayment claim (R40)

It sounds improbable yet on the IR's own figures one taxpayer in eight - mainly pensioners, married women and children who receive income that is taxed at source - pension, interest - are not claiming their tax refunds.

It appears then, that the most 'vulnerable' of our people are thrown back on the mercies of the P87 or the R40, and clearly this procedure is not working. 

1998 / 99 was the final year for reclaiming tax deducted from dividend income; only tax deducted from interest arising on deposits is available for claim from 6 April 1999.  
Before you begin, gather:      
· dividend counterfoils

· bank / building society / deposit takers / etc. statements  

· P.60(s) / P45

· pension book

· other evidence of income

· certificates (S.352 certificates)

· admissible costs

· allowances

In 2005 / 2006 each taxpayer has a personal allowance of £ 4,895 and an entitlement to the next            £ 2,090 being taxed at only 10%. The purpose of Form R40 is to reclaim any tax that was deducted at source from your or your spouse’s taxable income allowances are not fully used. 

Remembering to halve income you and your spouse received jointly, add up all her (or his) taxable income, including any amount you pay her (or him).

Is the total £ 6,985 or less?                                                                                                  A
Yes / No

If you answered ‘yes’ in A, has any tax been deducted before you received it (i.e. has any income been received ‘net’)                                                                                                                      B
Yes / No

If you answered ‘yes’ in B you should contact your local Tax Centre and request an R40 with notes -

1a        Dividends from UK companies, UK Authorised Unit Trusts (AUTs) and UK Open-ended                          

                Investment Companies (OEICs)

1b        Stock dividends from UK companies

1c        Foreign dividends

2a        UK savings income with tax paid

2b        UK interest on which you have not paid tax

3 State Retirement Pension

4a        Earnings
4b        Pensions (other than State Pension) 
4c        income from a TESSA closed early, some forms of income from a UK unit trust, interest from 
            PEP if you withdrew < £ 180, taxed income from certain deeds of covenant, income from 

            Overseas unit trust or investment funds, income from a voided PEP or ISA

5a        Social Security Benefits
5b        Income from Property 
5c        Rent-a-Room scheme

5d        Income from self-employment

5e        other income – casual earnings, commission, artistic or literary profits, post-trading income, 

            investment or savings income not shown elsewhere

6a        Income from trusts or settlements
 6b       Income from estates of deceased persons

7          Gains on UK life insurance policies or life annuity contracts

8a        Charitable Donations and Gifts
8b        Mortgage or loan gives more details

8c        Other loans qualifying for relief

8d        Legally binding maintenance, alimony or child support payments

8e        Vocational training

8f         Contributions to widows’ and orphans schemes, trade unions and friendly societies

8g         Venture Capital Subscriptions

8h         Enterprise Investment Scheme

9           Married Couple’s Allowance (MCA)

10         Children’s Tax Credit

11         Blind Person’s Allowance (BPA)

12         Capital Gains

13         Additional information

14         Claims and repayment details

15         Declaration

When you send back a completed Tax Return (TR) you do not need to send any supporting evidence in the first instance. R40 claims are processed by one of the special Tax Offices set aside for this purpose. You can get the address from your TO or from Helpline (0845 9000 444).

During fiscal year 2006 / 2007 you can still make repayment claims for each of the fiscal years back to and including 2000 / 01.
You should keep a copy of the completed R40 so that you can check out any Repayment Claim that may arise. Although the conventional repayment Tax Calculation appears a bit like the original ‘tohu bohu’ (‘formlessness’) be assured there is in fact a rationale to it if not much fine-tuning -

        Income                                  -           as you stated together with any tax deducted at source

        Deductions from income       -          any deductions you told the TO about (usually payments                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 

                                                                  under Deeds of Covenant (DoC)

        Tax allowances                      -          personal allowances (excluding those restricted to 10%)

        Income tax chargeable           -          conventional tax rates

        Dividends / interest                -          taxed at 10% and 20% respectively (unless you are a higher 

                                                                   rate taxpayer)

        Tax on annual payments        -          usually payments made under DoC                                                                                                                                                                                                                                                                                                                       

(these have already been removed in the ‘Deductions’ section; since you have already enjoyed tax relief when you paid them to the charity involved, and the tax needs to be removed so that you do not receive relief for a second time)

        Adjustments                           -          less other tax allowance(s) due - personal allowances given at

                                                                   10% less non-repayable tax - where ‘notional’ tax deducted                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       

                                                                    and therefore not part of the repayment

       Amount due 

       Repayment supplement            -         amount of interest if calculation for (1) years ended before 5 

                                                                   April 2006, and (2) year ended 5 April 2006 if repayment 

                                                                   after 31 January 2007.

You might find it more convenient if your spouse received all his / her income ‘gross’ (i.e. with no tax deducted). You can do this by asking for a form R85 at your local Tax Centre or the bank or building society at which your spouse keeps his or her deposit.

