Annual subscription limit example

In tax year 2017/18 Mr Smith paid £1,500 into his Lifetime ISA leaving
£2,500 of his annual Lifetime ISA payment limit remaining. However, he
has already subscribed £18,500 into his other ISAs and has used his
overall annual ISA subscription limit of £20,000. He cannot make any
further payments into his Lifetime until 6 April 2018 (the start of the new
tax year).

If, Mr Smith had paid £1,500 into his Lifetime ISA and £18,500 to a
flexible ISA in tax year 2017/18 then he could withdraw £2,500 from his
flexible ISA and pay this into his Lifetime ISA without exceeding his
overall ISA subscription limit of £20,000. He cannot replace the £2,500
into his flexible ISA.

Payments in excess of the annual Lifetime ISA payment limit must be
removed from the account. They cannot be treated as current year
payment and are not eligible for government bonus. The removal of
excess payments by an ISA manager is not treated as a withdrawal for
the purposes of the withdrawal charge and does not have to be reported
to HMRC.

ISA Managers may specify in their Lifetime ISA terms and conditions the
minimum payments they will accept into a Lifetime ISA.



