
What is an ISA?
An ISA (Individual Savings Account) is a tax-free way to save or invest. An ISA itself is not 
an investment in its own right; it is a tax wrapper that you place around an investment 
which in effect shields it from some or all of the tax that would normally be due. 

In order to open an ISA you must be: 

16 or over for a Cash ISA 
18 or over for a Stocks & Shares  
18 or over but under 40 for a Lifetime ISA  
A resident in the UK 
A Crown servant or their spouse or civil partner

You cannot hold an ISA with or on behalf of someone else.

Eligibility
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ISAs
Financial Planning

ISAs are offered by banks, insurers, asset managers, building societies and National Savings & Investments. 
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Types of ISAs

There are six types of ISAs: 

1. Cash ISAs: these have similar features to a savings account but the interest you earn is tax-free. You may save up 
to your annual allowance and can choose from a range of products usually available from High Street Banks/Building 
Societies and some institutions online. 

2. Stocks & Shares ISAs: these allow you to choose how your money is invested giving you access to a wide range of 
investment opportunities. They are designed to help savers participate in the performance of stock markets 

3. Lifetime ISAs: these are designed to provide a flexible way to save and invest for your first home or to save for later 
life. The Government will add a further 25% by way of a bonus each tax year up to a maximum of £1,000 per year. 

4. Junior ISAs: these are long term, tax-free savings accounts for children. Parents or guardians with parental 
responsibility can open a Junior ISA and manage the account but the money belongs to the child. The child can take 
control of the account when they are 16 but cannot withdraw the money until they turn 18.   

5. Innovative Finance ISAs: these contain peer to peer loans instead of cash. Peer to peer lending matches up 
investors who are willing to lend with borrows who could be individuals, business or property developers. 

6. AIM ISAs: these were introduced in 2013 allowing investors to hold AIM shares in a Stocks & Shares ISA. Many 
companies listed on AIM can qualify for Business Property Relief (BPR) which was originally designed to allow family 
businesses to be passed on through the generations free of Inheritance Tax but it is also available for other 
investments. In short, this means that if your ISA is invested in qualifying AIM stocks, you should be able to pass it on 
to your loved ones without incurring any Inheritance Tax subject to terms and conditions.  

An ISA has a set Annual Allowance – this is the maximum amount you are permitted to invest per tax year. At each
new tax year, which starts on 6th April, you receive a new ISA allowance. For the current tax year, 2018/19, the
allowance is £20,000 for a Cash, Stocks & Shares and Innovative Finance ISA. The allowance is £4,260 for a Junior
ISA and £4,000 for a Lifetime ISA.  

You can place up to the maximum allowance into one type of account or split the allowance across some or all of the
other types. For example: 

Savings limits

You could save £15,000 in a Cash ISA, £2,000 in a Stocks & Shares ISA and £3,000 in an Innovative Finance ISA
in one tax year.
You could save £11,000 in a Cash ISA, £2,000 in a Stocks & Shares ISA, £3,000 in an Innovative Finance ISA and
£4,000 in a Lifetime ISA all in one tax year. 
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Want to find out more?

If you would like to discuss ISAs further, please get in 
touch with a member of our wealth management team 
on 01903 534587 or email wealth@carpenterbox.com 
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Follow:

Tax benefits of an ISA

Some ISAs do now offer some flexibility – this means
you can withdraw and pay in funds (in line with product
T&Cs) from an ISA product without it counting towards
your annual ISA allowance. However, care should be
taken as this does not apply to all ISA products. 

Withdrawing funds

You can transfer your ISA from one provider to another
at any time. You can also transfer your savings to a
different type of ISA or to the same type of ISA. 

If you wish to transfer money you have invested in an
ISA during the current year, you must transfer all of it.
For money you have invested in previous years, you
can choose to transfer all or part of your savings.
However, some ISA products can charge a withdrawal
fee (e.g. Lifetime ISA) 

Transferring funds

You do not have to pay Capital Gains Tax on your 
ISA investments no matter how much the 
investment grows in the future or how much you 
take out.
You do not have to pay any income tax whatever 
growth or income you receive. However, dividend 
income is subject to 10% tax at source and cannot 
be reclaimed.
Potential for Inheritance Tax benefits (AIM ISA)
You do not have to declare an ISA on a tax return.   

Moving abroad

If you open an ISA in the UK and then subsequently
move abroad, you cannot put money into it after the
tax year that you move unless you are a Crown
employee working overseas or their spouse or civil
partner.  

However, you can keep your ISA open and continue to
receive UK tax relief on money and investments held
in it. 

Death

Your ISA wrapper will end upon death either when
your executor closes it or the administration for your
Estate is completed. 

It is possible now to inherit an ISA allowance if your
spouse or civil partner has passed away and they held
an ISA.  This is in addition to the annual ISA allowance
and various rules and conditions apply.   
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