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Key Takeaways

 ■ Annual Exempt Amount (AEA) partial disposal of a chargeable asset

Example: Funding a client’s ISA from a GIA (General 
Investment Account) 
It is widespread practice for advisers to fund a client’s annual 
ISA subscription from a client’s GIA. In the past a more 
generous AEA enabled many clients to do this, with very few 
realising a liability to Capital Gains Tax (CGT). However, with 
the AEA now set at £3,000 this may cause some clients to be 
liable to CGT. This may impact on the client’s willingness to 
accept the adviser’s recommendation to move assets into an 
ISA.

Example 
Paul invested £200,000 into an OEIC 10 years ago. Today it is 
valued at £300,000. Paul wishes to withdraw £20,000 to fund 
his ISA.

To calculate the potential CGT on the capital withdrawn from 
the GIA to fund the ISA, a calculation is required to establish 
how much of the withdrawn value is return of capital.

The return of capital value amount can be calculated using the 
Partial Disposal formula:

PP = Original investment
A = Value disposed
B = Value retained

PP X
A + B

A

The gain on partial disposal is calculated as follows:

*Return of capital = £200,000 x [£20,000 / (£20,000 + £280,000)] = 
£13,333

Disposal required to fund ISA £20,000

Less the return of capital* (£13,333)

Capital gain £6,667

Paul’s gain in this example is more than the £3,000 2024/25 
& 2025/26 AEA. As a result, Paul would have a CGT liability on 
the part disposal of his GIA, to fund the ISA.

Annual Exempt Amount (AEA):

 ■ £3,000 in 2024/25 & 2025/26
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