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Introduction

UK Finance is the collective voice for the banking and finance industry. Representing 300
firms, we’re a centre of trust, expertise and collaboration at the heart of financial services,
championing a thriving sector and building a better society.

We welcome the opportunity to respond to His Majesty’s Treasury (HMT) Consultation on First
Time Buyer ISA. This document provides a formal response on behalf of our members to
HMT’s consultation. We provide general comments as well as answering specific consultation
questions.

UK Finance Position

We welcome the introduction of the proposed First Time Buyer (FTB) ISA and support the
objective of creating a simpler savings product, to help individuals purchase their first home.
We are broadly supportive of the direction of travel of the new FTB ISA. A simpler product,
focused solely on first-time buyers is sensible given the issues and complexity identified with
the Lifetime ISA (LISA)." We believe the absence of the withdrawal charge addresses one of
the most frequently raised concerns with the LISA? and should improve customer
understanding, accessibility, and confidence in the product. The proposed model also appears
to provide greater flexibility for consumers whose circumstances may change before they are
in a position to purchase their first home.

However, key design and operational details remain unclear including bonus rates, property
price caps, eligibility validation, bonus claim and repayment processes, subscription limits,
transfers and reporting requirements. We emphasise early engagement and greater clarity
from the regulators as this is essential for providers to assess commercial viability and delivery
implications.

Design Principles

The FTB ISA should be simple and straightforward so that it is attractive for providers to offer
and for customers to use. The ISA reform® which goes live on April 2027 adds different
subscription limits dependent on age and ISA type, as well as transfer restrictions and tax on
interest on cash in a non-cash ISA. From a customer perspective, clear and consistent
communication will be critical, particularly whilst the FTB ISA, LISA and Help to Buy (HTB)*
ISA continue to coexist. Customers will need clear guidance on eligibility, subscription limits,
bonus entitlement, transfers and how the product interacts with wider ISA rules. Therefore,
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the new FTB ISA should be introduced with the aim of reducing complexity in the ISA
landscape and aiding the policy objective of helping people onto the housing ladder.

The current LISA home purchase journey is deemed to be administratively complex, requiring
declarations and ongoing conveyancer-provider interactions. We recommend that the
government deliver a central government verification service, supported by a standard
Application Programming Interface (API), to validate eligibility property purchase criteria and
bonus validation as this would ensure consistent customer outcomes, simplify implementation
and reduce provider costs.

The property price cap will be a critical design feature. We believe the cap should be set at a
minimum of £500,000, regularly reviewed and indexed to reflect market conditions, to ensure
the product remains relevant and usable for first-time buyers across regional housing markets.

If it is set too low, and/or it is not regularly reviewed and indexed to reflect market conditions
there is a risk that customers save into the product with a reasonable expectation of using the
government bonus but later find that suitable first-time buyer properties exceed the cap. This
could create foreseeable harm, weaken customer understanding and raise fair value concerns
under the Consumer Duty, which may affect provider appetite to offer the product. In setting
and reviewing the cap, the Government should undertake a robust analysis of FTB purchases
and include the indexation of house purchase limits and contribution limits, to preserve the
product’s relevance over time and reduce the need for repeated policy interventions.

Implementation Timeline and Industry Collaboration

As some of our members do not offer LISAs or a HTB ISA, we ask HMT to consider a launch
date of after April 2028, to allow for a minimum implementation period of 12-18 months
following confirmation of the final rules to allow for time to build all associated validation and
operational processes and deliver end-to-end implementation. Adequate time should also be
provided for testing, operational readiness, staff training and customer communication activity
prior to launch.

We welcome the opportunity to work with HMT, HMRC and industry participants to support
the successful launch of the new product.

The new product

Provider requirements

Question 1) Would you be interested in offering the new First Time Buyer product?

Our members would be interested in offering the new FTB ISA as this is a positive step to
supporting first-time buyers and encouraging home ownership. The proposed product
presents a simpler and more accessible solution than the existing LISA, with the removal of
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the withdrawal charge, which provides customers with greater flexibility and reduces the risk
of savers facing unexpected penalties if circumstances change and a simplified mechanism
for bonus attraction. This has the potential to increase customer choice, promote
homeownership and create a more straightforward savings proposition for first-time buyers.

However, this will be subject to a full assessment of the final product design, regulatory
requirements, operational impacts, commercial viability and delivery approach as the
implementation of the new product will require system enhancements, reporting capabilities,
and operational process changes.

Question 2) How long would it take for you to launch the new First Time Buyer product
and when would you start building it following its announcement?

April 2028 is the earliest some providers could have a solution ready for market if the final
requirements are made available by the end of 2026, given the considerable number of
changes still required under anti-circumvention rules and the emerging Digitalisation of ISA
(DISA) Reporting Framework. This will help ensure a minimum delivery timeframe of 12-18
months from announcement to launch as some providers do not currently offer a LISA or Help
to Buy ISA, and many requirements will need to be developed from scratch. A sufficient
implementation time and early publication of detailed technical specifications will be critical to
firms successfully launching the product so they can assess feasibility and cost with
confidence.

We also recommend early engagement with HMT and HMRC and the timely publication of
technical specifications and detailed requirements. This would help firms to plan effectively
and support a more efficient delivery timeline.

Question 3) What would the cost implications be and what operational changes would
you need to undertake?

The implementation of the FTB ISA would result in both one-off implementation and ongoing
operational costs, however it is too early to determine the cost implications. This is particularly
relevant if new infrastructure, such as scope, data model, controls, onboarding and operating
models, need to be developed compared to what may be leveraged from DISA and the existing
API-based set-up from LISA reporting, as all the design elements have not been confirmed. If
a new build is required at the firm level, this would increase both costs and delivery time.

Firms would also need to understand new or current operational requirements and readiness
around reporting, claims, forms and customer servicing as well as key implementation
activities. This includes staff training, updates to customer communications, integration of
conveyancer and investor declaration processes and associated operational workflows,
development on transfer capabilities, implementation of eligibility checks, development of new
account-opening and servicing for Cash and/or Stocks and Shares (S&S) FTB ISAs.

Additionally, the subscription limit suggests that fund sizes per account will, on average, be
modest but the complexity of the reporting and bonus payments mechanism are potentially
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administratively burdensome. We recommend HMRC to consider whether reporting can be
fully incorporated with the emerging DISA Reporting Framework and whether the claims
mechanism may be automated and provided on a self-serve basis. Consideration should also
be given to the development of ongoing processes to handle exceptions, failed property
purchases, monitor compliance with product eligibility requirements and support customer
servicing enquires.

We also consider that the multi-step/multi-party claim mechanism has potential for delay or
rework. This could result in poor outcomes and experience without considerable thought and
detailed planning and execution; therefore, we ask HMT and HMRC take this into account.

Eligibility and government support

Targeting

Question 4) Should the new First Time Buyer ISA seek to rebalance the relationship
between the subscription limit, price cap and bonus?

We believe the new FTB ISA must achieve an appropriate balance between the annual
subscription limit, property price cap and government bonus to ensure the product remains
attractive, accessible and effective for a wide range of first-time buyers.

A property price cap should be assessed in view of previous product uptake and market
behaviour. Any decisions should be informed by real FTB purchase prices, deposit sizes and
family support trends to set the right combination of bonus, contribution limit and property cap.
We suggest a property price cap of at least £500,000 to be taken into consideration, with some
member responses indicating this is suitable according to market research. However, with
first-time buyers saving and purchasing properties at later stages of their lives, the likelihood
of buying larger properties will increase so a higher property price cap to reflect this shift in
first-time buyer composition and behaviour may be justified. This may ensure maximum
eligibility as we are concerned that lower property limits may have consumer duty implications
which may deter firms from offering the new FTB ISA, even if a higher property price cap
results in a potentially lower Government bonus percentage.

Despite this, we assume the Government bonus will be the primary driver of the product’s
appeal and therefore should provide a meaningful incentive for customers to open and
contribute to an account. Without this benefit, the product risks being comparable to existing
easy-access ISAs and may struggle to remain competitive in the current higher-interest-rate
ISA market. The bonus should be progressively tapered downward for purchases above the
property price cap, rather than withdrawn in full, to avoid the cliff-edge effect. This would help
reduce the risk of first-time buyers losing the entire government bonus. However, we request
that this is designed and communicated as simply as possible to support customer
understanding and minimise implementation burden.

We also recommend the indexation of house purchase limits and contribution limits, to
preserve the product’s relevance over time and reduce the need for repeated policy



UK Finance | Response to HMT Consultation on First Time Buyer ISA

interventions. We urge the Government to make this commitment to ensure the product’s
viability over the long-term and prevent customers who may be on a long savings journey
being ‘priced out’.

Question 5) Should the First Time Buyer ISA adopt a lifetime cap on the bonus received,
as well as an annual limit?

We would welcome further detail on the intended subscription limits and bonus structure prior
to any considerations of the need for a lifetime cap. We believe that two separate limits could
create unnecessary complexity for customers and a single limit structure would be easier to
understand and administer. Therefore, simplicity must remain a key design principle to support
customer understanding and operational delivery which would represent an improvement on
the LISA where the volume and complexity of risk warnings and disclaimers dissuaded
customer understanding and take-up. Adding an additional lifetime cap would likely require
new system builds, colleague training and customer education to ensure full understanding as
well as increase operational complexity and implementation costs.

However, enabling first-time buyers to purchase a home would be achieved more quickly
through a higher annual subscription limit and a lifetime bonus cap rather than a lower
subscription limit and no cap. Therefore, at this stage, we believe it would not be unreasonable
to have a lifetime bonus cap as a means of limiting the maximum value per customer and
achieving a more evenly balanced distribution of value. Though, if introduced, we recommend
that it would be periodically reviewed and potentially index-linked to maintain its value over
time.

Government bonus

Question 6) How could the rules for withdrawal for purchasing a home improve those
applying to the Lifetime ISA?

We support the proposed approach for the FTB ISA which removes the withdrawal charge.
The withdrawal charge is a key limitation of the LISA and was not conducive to creating good
outcomes for customers. Another limitation of the LISA is that it only pays the government
bonus when funds are used towards the purchase of a qualifying first home. This meant that
the LISA withdrawal penalty had the potential to cause customers to receive less than what
they originally contributed. However, the design of the FTB ISA should avoid this by ensuring
customers always retain access to their own savings with only any government bonus being
forfeited if eligibility conditions are not met.

We understand the bonus will be paid directly to the conveyancer once they have notified the
FTB ISA manager of the buyer’s intention to withdraw funds and embedded into the existing

home purchase. This will be a critical requirement.

However, to further improve upon the LISA rules, consideration could be given to:
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Simplifying the withdrawal and bonus claim process to ensure clear and consistent
requirements for customers, conveyancers and providers. It should be as automated
and frictionless as possible, leveraging data already gathered during the mortgage
journey rather than creating additional steps for customers and conveyancers. This
would help reduce administrative burden and minimise delays during the home-buying
process.

Providing flexibility, and greater simplicity, where property transactions are delayed or
fall through, while retaining appropriate controls. The proposed approach already
allows customers to retain future bonus eligibility if a purchase does not complete,
which is a positive improvement for consumers.

Introducing clear guidance and customer communications regarding eligibility,
qualifying property purchases and bonus entitlement. Greater transparency should
help customers better understand the product and avoid inadvertent errors meaning
that consistent rules and customer outcomes would be applied across the market. For
example, a simple government-backed calculator could allow customers to check their
entitlement at any stage without the need to be in an active purchase journey. This
would simplify implementation and reduce costs for providers.

Maintaining a streamlined declaration process and balancing the need for appropriate
verification with a straightforward customer experience. Reliance on conveyancer and
investor declarations should help ensure the bonus is paid correctly while minimising
complexity for savers.

Clarification regarding withdrawal rules, including whether withdrawals will be unlimited
or set to an agreed number (e.g. 3 years) and how the bonus entitlement is to be
recalculated after withdrawals.

Explicit confirmation on whether the FTB ISA will operate as a ‘flexible ISA’. Saving for
many first-time buyers will be irregular, so ensuring this is a flexible ISA would be an
improvement on LISA design.

As the bonus will be paid on subscriptions less withdrawals, we welcome clarification
on what happens if a customer chooses to have interest or dividends paid away rather
than accumulating in the ISA. Will these be classed as a withdrawal for calculating the
amount on which the bonus is paid?

Simplification of the closure journey and the reinstatement process should the house
purchase fall through.

The proposed withdrawal framework represents a significant improvement and removes the
risk of customers losing part of their savings when circumstances change, while still ensuring
that government support is targeted towards those purchasing their first home.

Interaction with other ISAs

Lifetime ISA and Help to Buy ISA

Question 7) Are there any improvements we could make to the approach set out for
holders of Help to Buy ISAs and Lifetime ISA looking to use the new First Time Buyer
product?
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The rules need to be consistent and simple for customers to understand across different
providers, otherwise there is the potential risk of confusion. We recommend that this considers
the transition between products to avoid the risk of a situation whereby transitioning between
products is more complicated than the FTB ISA itself. This will help avoid unnecessary
administrative barriers to which clear transition arrangements and customer communications
will be essential. The consultation indicates that the FTB ISA will be offered ‘in place of the
LISA, and that existing LISA holders may continue saving indefinitely. We therefore request
that HMT clearly confirm in the final rules that new LISA account openings will cease from the
FTB ISA launch date, including the exact cut-off date and how the transition will be handled in
practice.

Allowing FTB ISA and LISA balances to be used towards the same property purchase while
preventing transfers from a LISA to a FTB ISA helps avoid the risk of customers receiving
duplicate government bonuses. Similarly, permitting transfers from HTB ISAs into the FTB ISA
provides continuity for existing savers. However, a simple and consistent transfer process
should be established to minimise customer effort and reduce the risk of errors or delays. A
transition period should be considered to allow customers time to assess whether transferring
to a FTB ISA is beneficial, similar to the extended contribution period provided for HTB ISAs.

We recommend property value limits should be equalised across the products to establish
consistency and the rules regarding combinations in which different products can be used for

house purchase need to be clarified.

Anti-circumvention rules

Question 8) Do you foresee any issues or complexities from applying cash holding
rules to FTB ISAs?

We understand the rationale for applying the cash holding rules to FTB ISAs and aligning them
with the wider ISA framework, however this may create operational and customer complexities
that would need to be carefully considered.

Applying cash ISA limits could reduce product attractiveness and create additional complexity
alongside wider ISA reforms. Cash holding requirements may be difficult for customers to
understand and for providers to administer, particularly where funds can be split between cash
and investments. The introduction of cash holding limits and associated anti-circumvention
rules may require additional systems development, new controls, monitoring, communications
and transfer processes, which will increase implementation costs and operational complexity.
This is particularly relevant where customers hold multiple ISA products across different
providers, creating a reliance on HMRC reporting and reconciliation processes.

Transfers

Question 9) Do you foresee any issues or complexities arising from the FTB ISA
transfer rules regime set out here?
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The transfer regime must be as clear as possible for customers and providers to avoid the
main risk of confusion if the rules differ across account types. We recognise the benefits of
the proposed transfer regime and the need to prevent circumvention of ISA limits and
government bonus eligibility, but we do anticipate some operational and customer
complexities arising from the proposed approach.

Transfer rules will introduce additional system and process requirements to ensure transfers
are correctly monitored, validated, and reported. Restrictions on transfers from S&S ISA
products into Cash ISA products, including Cash FTB ISAs, may require enhanced controls
and customer eligibility checks to ensure compliance with the rules.

We also recognise the government's observation that customers approaching a property
purchase may be unable to de-risk their investments by transferring from a S&S FTB ISA to a
Cash FTB ISA. This could cause foreseeable harm and unfair outcomes for customers,
particularly those seeking to reduce exposure to market volatility as they near the point of
purchase. Consideration must be given to whether alternative safeguards could be introduced
that provide customers with greater flexibility while still maintaining the integrity of the ISA
limits and anti-circumvention rules.

Question 10) What, if any, additional challenges do you foresee from a consumer and
provider perspective, for the introduction of a new FTB ISA?

Provider Challenges

We recommend HMT and HMRC consider the number of inter-related change initiatives
occurring within similar timeframe leads to many priorities competing for the same industry
resource pool e.g. ISA Reform, DISA, FTB ISA, BBSI Reporting changes, Help to Save.

Clarity will also be required on how the FTB ISA aligns with wider ISA reforms for 2027 and
DISA for 2028.

Consumer Challenges

As mentioned through the response, one of the key challenges will be ensuring customers
completely understand how the FTB ISA differs from existing products, such as the LISA and
Help to Buy ISA. Customers will need clear guidance on eligibility requirements, bonus
entitiement, subscription limits, transfer rules, and the circumstances in which the government
bonus can be claimed.

Moreover, there is also a risk of different providers taking slightly different approaches, which
could create confusion and more broadly, and customers will need to understand both the
product and the wider ISA framework changes coming in from 2027.

There should also be the consideration of customer harms concerns whereby the 90-day
completion requirement and inclusion of a Stocks & Shares without option to move back into
Cash could create customer detriment, particularly for those saving towards a house purchase
in the near-term.
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