i GOV.UK

1. Home {htips:fvw.gov.uks)
2. Entrepreneurs’ Relief: HS275 Self Assessment helpshaet (hilpsivww.gov.ukigovernment/publicationsientrepreneurs-relie-hs275-self-assessmant-helpsheet}

1. HM Revenue
& Cusloms {htips:fiwww.gov.ukigovernmentiorganisationsimm-revenue-ciistoms)

Guidance

HS275 Entrepreneurs' Relief (2018)

Updated 6 April 2018

Contents

What Entrepreneurs’ Refief is

Who can claim relief

Claims

How to claim

Amount of relief

Individuals

Qualifying conditions

Trustees of selifements

How the relief is calculated

Husband and wife, or civil partners
Reorganisations and exchanges

Deferred gains

Deferred gains occurring before 6 April 2008 but coming into charge after that date
Filling in the Capital Gains Tax summary pages
Contact




OGL

® Crown ¢opyright 2018

This publicatien is licensed under the 1lerms of the Open Governmenl Licence v3.0 except whare otherwlse stated. To view this licence, visit
nationalarchives.gov.ukidocl/open-government-licenceversion/3 (htips:/Awean.nationalarchives.gov.uk/dociepen-government-icence/version/3} or write to the Information
Policy Team, The National Archives, Kew, Lendon TW8 4DU, or email: psi@nationalarchives.gsi.gov.uk.

Where we have identified any third party copyright information you wiil need to obtain permission from the copyright holders concerned.

This publication is available at htps:/iavw.gov.uk/government/publications/entrepreneurs-relief-hs275-self-assessment-helpsheet/hs 275-enirepreneurs-relief-2018




This helpsheet provides information to help you decide if you're entitled to Entrepreneurs’ Relief. It provides a guide to straightforward situations, but doesn't cover
all cases. You can get help from your tax adviser. You can aiso consult the HM Revenue and Customs (HMRG) Capitat Gains Tax Manual
{hitp:iAvew.hmre.govkimanualsicgmanualfindex.htm) which contains sections {CGB83950 to CGB4171) that explain the rules in more detaik.

What Entrepreneurs’ Relief is

Entrepreneaurs’ Refief reducas the amount of Capital Gains Tax {CGT) on a disposal of qualifying business assels on or after 6 April 2608, as long as you've met
the qualifying conditions throughout a ene-year qualifying period either up o the dale of disposal or the date the business ceased. Qualifying capital gains for each
individual are subject to a lifelime limit as follows:

«+ for disposals on or after & April 2008 to 5 April 2010, £1 million

« for disposals on or after 6 April 2010 to 22 June 2010, £2 million
+ for disposals on or after 23 June 2010 to 5 April 2011, £5 million
« for disposals on or after 6 Apdl 2011, £10 million

Who can claim relief

Entrepreneurs’ Relief is avallable o individuals and some trustees of settiements, but it's not avallable to companies or personal represenlatives of deceased
persons or in relation to a frust where the entire trust is a discretionary seftlement. Please see Qualifying conditions for more information on qualifying conditions
for frustees of setilements.

Claims

Entrepreneurs’ Relief must be claimed, elther by the Individuat cr, in the case of trustees of settlements, jointly by the frustees and the qualifying beneficiary. You
must make a claim to HIMBC in writing by the first anniversary of the 31 January following the end of tha fax year in which the qualifying disposal takes place. For a
qualifylng business disposal in the tax year 2017 to 2018 {ending on 5 April 2018} a claim for Entrepreneurs’ Relief must therefore be made by 31 January 2020. A
claim to Enirepreneurs’ Relief may be amended or revoked within tha time limit for making a claim.

Husbands, wives, or civil partners are separate individuats and may each make a claim. They're each entitled to Entrepreneurs’ Relief up to the maximum amount
available for an individual {see Individuals), provided that they each salisfy he relevant conditions for relief (see Qualifying conditions).

How to claim

Individuals

If you can do so you should claim Entrepreneurs' Relief in your 2017 to 2018 tax return, If you can’'t make your claim in your 2017 1o 2018 tax return then a claim
may be made to HMRC either in wriling or by filling in Section A of the Claim for Enirepreneurs’ Relief (hitps:/idraft-
origin.publishing.service.gov.uk/government/publicationsientrepreneurs-ralief-hs275-seff-assessment-helpshaet) form.

Trustees of a seitlement

A claim by the irustees of a seftlement must be made joinily with the qualifying beneficiary for a trustees’ disposal. Joint claims may be made to HMRC in writing or
by filling in the Claim for Entrepreneurs’ Relief (hitps://draft-origin. publishing.service.gov.ukigovemment/publications/entrepreneurs-relief-hs275-sell-assessment-helpsheet)
form. Section A should be complated by tha qualifying beneficiary and the trustees should complete Section B.

Amount of relief

If you'ra entitled to Entreprenauss’ Relief, qualifying gains {see below) up fo the lifetimae fimit applying at the 1ime you make your disposal, will for disposatls made
on or before 22 June 2010, be reduced by 4/9 and the net amount charged to CGT at the applicable rate or for disposals made an or after 23 June 2010, be
charged to CGT at the rate of 10%.

If the qualifying gains together with all previous gains on which Entrepreneurs’ Relief has been claimed, exceead the lifetime limit applying at the time ycu make
your disposal, the whole of the excess will be taxable at the normal rate of CGT at the time your gains accrue. The calculation of the relief is described in more
detail at How the relief is calculated.

Individuals

Claiming relief

To claim Entrepreneurs’ Relief you have 1o meaet the relevant qualifying conditions throughout a period of 1 year. This period is referred fo in this helpsheet as the
‘qualifying period'. It ends with the date when you disposed of the asset, or an interest in the asset for which you want relief, or in some circumstances the date

when the businass ceased, if that was earlier.
You can claim relief, subject to the condilions set out below, on a disposal of asseis {including disposals of interests in these assets) which fall into the following
categories:

» assels {with the exception, in some circumstances, of goodwill) used in the business comprised in a disposal of the whole or part of your business (see
Quualifying conditions), whether you carried on the business on your own or in parinership (see Example 2} — qualifying business assets include business
premises — not included within this category are shares and securities (ses the third bullet of this list} and any olher assels held as investments {see Example




1)

» assels that were In use for your business, or a partnership of which you were a member, and were disposed of within the period of 3 years after the time the
business ceased ~ again, this category excludes shares and securities {but see the next bullet} and any other assets of the business held as investments
one or more assels consisting of shares in, or securities of, your ‘personal company’ (see balow) — the shares must be disposed of either (i} while the
company is a rading company or, where you hald shares in a holding company of a group, the group of companles is a rading group or, (i) within 3 years
from the dale it ceased lo be either a trading company or a member of a trading group {see Example 3}

+ assels owned by you personally but used in a business carried on by either (i) a partnership of which you are a member, or {ii) by your personal trading
company {or by a company in a trading group, the holding company of which is your ‘personat company’ {see below)) - the disposal wilt only qualify as long
as it's assoclated with a qualifying disposal of either your interest in the parinership or of sharesfsecurilies in the company {qualifying disposals which fall into
this category are referred to as 'assoclated disposals’)

-

References above to 'business’ includes any trade or professlan, but don't include the lelting of property unless this is fumished hetiday letlings in the LK or
European Economic Area (EEA). See page UKPN 2 in the UK praperty noles (hitps:lhsww.gov.ukigevermentipublicationsiseli-assessment-uk-property-sa105) for
guidance on furnished holiday lettings in the UK or EEA,.

The conditions which attach to the various qualifying categories are explained in greater detail below.

Qualifying conditions
To claim relief you have to satisfy a number of conditions throughcut the ‘qualifying period’. The qualifying conditions depend an the type of disposal you've made. '

Disposal of the whole or part of your business

You must have owned the business direcily or it must have been owned by a parinership in which you were a raember. Enlreprencurs' Relief isn't available on the
disposal of assets of a continuing business unless they're comprised in a disposal of a pari of the business. See CG64015+
(hétp:Aew. hmre.goviukimanualsicgmanual/CGB4015.hitm).

Disposal of goodwill of your business

If you dispose of the whole or part of your business on or after 3 December 2014 to a close company in which you and any ‘refevant connected persen’ own 5% or
more of the ordinary share capital then any gain an goodwill included in that disposal won't be eligible for Entrepreneurs’ Rellef, Broadly, a ¢close company is one
which is controlled by 5 or fewer participants (such as, sharehalders). This rule however won'{ apply if you dispose of the shares of the close company within 28
days of the disposal of your business to a company in which you and any relevant connected person hold less than 5% of the ordinary share capital, Even when
this rule applies, gains cn other assels may be eligible for Entrepreneurs’ Relief,

Disposal of assets following cessation of your business

You must have owned the business directly or it must have been owned by a partnership in which you were a member throughout the qualifying period that ends
on the date the business ceased. Additionaliy, the date the business ceased must be wilhin the period of 3 years before the date of disposal of the asset.

if the asset in question was owned by you, but was in use by either a parinership of which you were a member or by a company at the time the business ceased,
you may slill claim the relief if this qualifies as an associated disposal,

Disposal of shares in or securities of your personal company
If ihe business is owned by a company in which you dispose of the shares or securities, then throughaut the qualifying period of 1 year the company must be:

- your personal company (ses below)
- sither a ‘trading company' or the holding company of a ‘trading group'

You must be elther an officer or employea of that company {or an officer or employee of one or more members of the trading group).

A company is your personal company if you hold at least 5% of the ordinary share capital and that holding gives you al least 5% of the voting rights in the
company. It's possible for shares acquired under the Enterprise Management Incentive Scheme to qualify for Entrepreneurs’ Relief where the ‘personat company’
requirement isn't met {see guidance at CGB4052 (hitp:fwww.hmre.gov.uk/manuals/cgmanual/CGB4052.htm)),

From 18 March 2015, the definition of ‘trading company’ or the holding company of a ‘trading group’ is subject to restrictiens based on whether the company holds
shares in a joint venture company or is a member of a partnership. These restrictions depend upon the indirect interest held by the individual claimant in the joint
venture company or the assets/profils of the parinership, Further delail is avaitable at CG84055 (Entrepreneurs’ Rellef: trading company and holding company of a
trading group) {https:/www.gov.ukibmre-internal-manualsfeapital-gains-manualleg64055).

The 1 year qualifying period ends generally on the date of disposal of the shares or securities. The exceptions are where the company ceases to be a trading
company, of to be a member of a trading group, within the period of 3 years before the date of disposal. In such cases the qualifying pericd ands on the date the
company ceased to qualify as a frading company or a member of a trading group.

The relief is also available where either:

« the company is wound up and dissolved with your shares being canceiled and a capital distribution is made in the course of that winding up
- any other capital distribution is made

In these cases, the qualifying conditions must all be met throughout the year ending with either:

+ the date on which the capital distrbulion is made




+ if earlier, the date the company ceased to be a trading company and the capital distribulion is made within 3 years of lha cessation

An ‘assoclated disposal’

To be an ‘associated disposal’ a disposal must take place in association with your withdrawal from a business carried on by either:

+ a partnership of which you're a member
v your ‘personal’ frading company in which you'’re an officer or employee

This means that Entrepreneurs’ Relief won't be due unless a disposal of an asset by you is associated with a reduction of your interest in the assets of the
parinership, or a disposal of shares in your personal company (this ‘material disposal’ Is what is meant by ‘withdrawal’) that ilself qualifies for Enirepreneurs’ Relief.
It's not necessary for you to actually reduce the amount of work which you do for the business. If the disposal was made on or after 18 March 2015, the reducticn
of interest in the value of the assels of the parinership or the shareholding or value of securities must be at least 5%.

If you dispose of all of your interest in the assets of a partnership but it's fess than 5% then relief may slill be possible on an associated disposal if you held 5% or
more throughout 3 years during the 8 years ending with the date of the disposal. Refief is denied from that date where there are arrangaments for the claimant or a
person connected with them fo acquire the shares, securities or partnership interest {but this deesn't include the material disposal itself).

For example, you personally own a shap from which you trade in partnership. You have a 3/5 interest in tha assets of the parinership and your pariner 2/5. You
reduce your involvement in the business so the interest is aitered to 1/5 for you and 4/5 for your pariner.

You also sell the shop to your pariner. You continue to work full-time in the shop. In this case your reduction of your partnership interest represents a withdrawal
from participation In the business and the disposal of the shop is assoclated with that withdrawal,

The 'assoclated’ asset must have been in use for the purpose of the business throughout the period of 1 year up to the date of your withdrawal, or if earlier, the
cessation of the business. The asset must also have besn owned by ycu throughout a period of 3 years ending with the date of dispesal if it was acquired on or

after 13 June 2018,

The amount of gain eligible for Entrepreneurs’ Relief an a disposal of an ‘assaciated” asset may be restricted in cases where either:

the associated asset was in business use for only part of the ime you owned it

« only part of the associated asset was in business use during the peried you owned it

« you were involved in the earrying on of the business for anly part of the period during which the asscciated asset was in business use

some of the period during which the assaciated asset was in use for the business falls after 5 April 2008 and for that peried after 5 April 2008 you received

any form of rent for fetling the business use it

Where one or more of these circumstances apply, only a just and reasonabls gropertion of the galn will qualify for relief. The periods involved and the fevel of any
rent paid will be taken into account when working out this proporiion. See Example 4.

Please note: In the following Examples 1 to 4 assume that you've no other gains eligible for Entrepreneurs’ Relief,

Example 1

You dispose of your manufacturing and retail business which you had owned for the last 8 years, The purchaser is a company in which you and your farnily

f
have no interest. You make gains and losses on the business assets as follows:

Féctow premises £125 mllilon

EVGVO;L}Vd\JV\.'i" V 7 %_'71.3 nr'l;llli()rrt

.Retail shop ?ogs - (;2506,000) : i
‘E . Shares | £800,000 |

The gains and losses on the factory premises, the goodwill and the shop ars aggregated and will togelher qualify for Entrepreneurs' Relief which will be due

for the net gain of £2.05 milllon. The gain on the shares isn't aggregated with the gains or Josses on the business assets. Entreprenaurs’ Relief may be due for
the gain on the shares if the conditions are met for shares to qualify for the refief,

Example 2

You've been a partner with 3 other persens in a trading business for several years, Each partner had a 25% intarest in the partnership's assefs, You retire and
dispose of your 25% interest in the assets of the business, which continues, to the cther partners. All of your gains will qualify for Entrapreneurs’ Relief
because you have disposed of the whole of your interest in the assets of the parinership.

Example 3

In September 2017 you dispose of the shares you had owned for the last 20 years in 3 company of which you were a director. You owned 20% of the shares
of the company that entitled you to 20% of the voling rights. You made a gain of £860,000, The company had been a trading company but its trade ceased in
August 2015 and the company then ceased lo qualify as a rading company. Your gain will stil qualify for Entrepreneurs' Reltef because the disposal was




made lass than 3 years afler the company ceased lo qualify as a lrading company.

Example 4

On 5 Apeil 2017 you sell the shares in yeur personal company in which you've been a director and shareholder since 2007. You make gains of £8 million on

the sale of your shares. You also personally owned the premises which you purchased on 6 April 2007 and from which date the company frades, The :
company paid you a full market rent from 8 April 2014 but no rent was paid before this date. You make a gain of £4.5 miltlon on the disposal of the premises. |
This is a gain on an ‘associated disposal’. ;

Your gain on the disposal of your shares and your gain on the disposal of the premises qualify for relief, However, because you owned the premises

perscnally and for part of the period a full market rent was paid to you by the company, a proportion of the gain relating to the premises will not attract relief.

Only the periad for which rent was paid after 5 April 2008 is taken into account In restricting the amount of the £4.5 millicn gain which qualifies for relief. This ;
would be 3 of the 10 years the property was in use for the business. A 'just and reasonable’ figure in these circumstances would be: |

Total gain on the sale of the premises ' £4.5 million -

: ’ . . ] ) £3.15

: Gain accruing for 7 years of use from 6 April 2007 1o 5 Aprit 2014 £4.5 miilion x 710 ' miliien

Galn aceruing for 3 years of use when rent pald by company from & April 2014 to 5 = £4.5 million x 3/10 not eligible for Entrepreneurs’ £1.35

¢ April 2017 Retief - millien

Eo ) . N ) ‘£3.45

: Gain on premises on which Entrepreneurs’ Relief may be available millicn

| Plus gain on disposat of shares an which Entrepreneurs’ Relief may be available © £8 million

. . ot : CE11.15 5
: “fotal gains on which Enfrepreneurs’ Relief may be available " million

If yeu haven't used up any of your lifetime limit on eariier claims, £10 miffion of the fotal £11.15 miilion gains eligible for relief wilk atiract Enfrepreneurs’ Relief.

Trustees of settlements
The disposals trustees of settlements ¢an claim relief on

Entrepreneurs' Relief may be available to frustees of setilements who dispose of trust praperty that consists of either shares in, or securities of, a qualifying
beneficlary’s personal trading company, or assels used in a qualifying beneficiary's business.

The relief will only be available if there's an individual with a life or absofule interast in possession under the trust, or under the part of the trust which includes the
property in question {a ‘qualifying beneficiary’}, and in regard to particular asset disposals, the conditions below are satisfied.

Disposal of shares in or securities (or interests in shares or securities) of 2 company

The conditions that must be satisfied are that:

« the company must have been the qualifying beneficlary’s personal company, and a lrading company (or holding company of a trading group) for at least 1
year ending either on the date of the trustees’ disposal of the shares or securities or no earlier than 3 years before the date of the disposal
« throughout the same ¥ year period the quatifying beneficiary must have been an officer or employee of that company {or an officer or employee of ane or

more members of the irading group)
+ the qualifying beneficiary must have had the Interest in possession throughout the relevant 1 year perfod

See Disposal of shares in or securilies of your persenal company for an explanation of the term ‘personal company’. Please note that the requirement that the
company qualifies as the 'personal company’ of the qualifying beneficiary means Lhat Entrepreneurs’ Relief won't be available where the entire share capital of a

{rading company is owned by a trusk.
Disposal of assets (or intarests in assets) used for the qualifying beneficiary’s business

The foliowing conditions must be salisfied:

. the asset must have bean used for the qualifying beneficlary’s business for al feast 1 year ending within the 3 years up to the date of the frustees’ disposal of

the asset
+ the qualifying beneficiary must have ceased 10 carry on that business on the date of the disposal or within the perfod of 3 years before the date of disposal

+ the gualifying beneficiary must have had the interest in possession throughoul the relevant 1 year period

Claims by trusfees

See Claims for details of how trustees must make claims to Entrepreneurs’ Refief.




Other information about trusts relevant to Entrepreneurs' Relief

Relief given to the trustees of a selifement will reduce the qualifying beneficiary’s entitlement to relief up to his fifetime limit of qualifying gains applying al the time
of the disposal.

I there are any other beneficiaries of the trust who have interests In possession, only part of the gain will qualify for refief. That part is the proportion which the
qualifying beneficiary’s interest in the income of the trust (or the part of the trust which includes the preperty disposed of) bears {o the interests in that income of all
the other beneficiaries with interests in the trust {or he refevant par of the lrust) af the date the qualifying period ends.

Example 5

You have a life interest in a setilement that owns a farm. There are other beneficiarios and you're entitled to only 25% of the income arising from the farmland.

You began farming the land cwned by the setllement on 8 April 1999. You ceased to farm the land on 5 April 2018. On that day the lrustees of the settlement
sell the fand giving rise to a gain of £320,000. You haven't made a prior claim for Enirepreneurs’ Relief. The trustees and you Jointly claim Entrapreneurs’

Relief.

The frustees’ gain that's eligible for relief is restricted to £80,000 becausa you were entitled to only 25% of the income from the farmland — £320,000 x 25% =
£80,0600. As a result of the claim your Entreprencurs’ Relief lifetime fimit is reduced to £9.92 million (£10 miflon less £80,000).

If the trustees of a settfement and the qualifying beneficiary make disposals on the same day that both qualify for Entrepreneurs’ Relief, the relief is given on the
beneficiary’s disposal in priority to the trustees’ disposal, If the beneliciary’s gains exhaust the maximum lifelime limit applicable at that fime for which relief is
available, no relief is given on the trustees’ disposal.

How the relief is calculated

Where a claim for Entrepreneurs’ Relief has been made and the necessary conditiens have been satisfied, the qualifying gains and qualifying losses for the
qualifying business disposal in question are aggregated to result in a net figure. if the aggregate net figure is a gain, this Is the amount on which the refief is worked

out — see Examplas 1 and 6.

For 2017 to 2018 this "net gain', up to the lifetime limit, Is then chargeable at the Entreprensurs’ Relief rate of GGT of 10%.

i
t

'

Example 6

You haven't made a pravious claim for Entrepreneurs’ Relief, You have operated 2 separale businasses for some years and decide to sell up. You dispose of .
the first business on 31 May 2017. You make a gain of £440,600 on the disposal of goodwill, but a loss of £80,000 on the disposal of the premises. All the
conditions ara met for Entrepreneurs” Relief which you claim. The gain and the foss are aggregated so relief is applied to the net gain of £360,000, which is
subject {0 tax at the Entreprenaurs’ Relief rate of CGT of 10%.

The loss of £80,000 cn the premises has been fuily used in calculating the Entrepreneurs’ Relief, so lsn't cthenwise allowable to be deducted from olher
capital gains.

You then dispose of your second business 1o an individuat on 31 December 2017. You make gains of £100,000 on the disposai of goodwill, £580,000 on
factory premises but a loss of £50,000 on a smalf warehouse. Alf the conditions are met for Entrepreneurs’ Retief which you claim. Again the gain and the loss
are aggregated so relief is applied to the net gain of £630,000.

This net chargeable gain of £630,000 is charged at the Entreprencurs’ Relief rate of CGT of 10%. Again the loss of £50,000 on the warehouse has been fully
used in calculating the Entrepreneurs’ Relief, so isn’t otherwise allowable io be deducted from other capital gains.

Maximum relief
The maximum qualifying net gains which may benefit from Entrepreneurs’ Relief is rastricted fo a lifelime limit from all qualifying disposals. If's not an annual fimit,

Entrepreneurs’ Rellef may be claimed on more than one qualifying disposal as long as the lifetime timit of qualifying gains, applicable al the time you make the
disposal, isn't exceeded. Therefore, because you may be entitled to relief on more than one eccasion, it's important that you keep a record of the gains against
which you may have previously made a claim.

Qualifying gains exceeding the lifetime limit

If your qualifying net gains excead the lifetime limit applicable {o the ime you make that disposal, no further relief is due and the excess over that amount is wholly
chargeable at the CGT rate (10% or 20% for disposals - other than of residential property or carried interest which remain at 18% or 28% - made on or after 8 April

2018).

Example 7

i'
|
! You sold your pharmacy business, which you had run for 12 years, to an unrelated company. You're liable to tax al the higher rate. You realised gains of

| £13.25 miflion. You haven't previously claimed any Entrepreneurs’ Relief. Your available maximum refief is on qualifying gains of £10 million, so you're entifled
' to the whole of your lifetime limit. The balance of the gain of £3.25 million wili be liable fo the normal rate of CGT (20%).




You have no other gains or allowable losses during the year. The Annual Exempt Amount (where due} is £11,3C0 for 2017 to 2018.

.'i.'.t.atal.qﬁalifying gains : £13.25 million

é;iﬁs at.tracting Enirepreneurs’ Relief © £10 million
: Ba.Fa.r;ce of gains chargeable at ‘normal’ rate : : £3.25 million |
Minus Annuat Ex.e.:m;.:;Amo;J.r;E ” - : H | . . ”£11,3(.)0 | ‘
Gains chargc;aable a.t.éo"/;‘. - S | | - £3.24§9 mi.llion N .

The Annual Exemnpt Amount is allocated in the most beneficial way, so is set first against gains having the highest rate of CGT. If you make a subsequent business
disposal in a later year which qualifies for Entreprensurs’ Relief, the total relief {for all years) is stilk limited to your lifelime limit. Any gains exceeding that limit are
wholly chargeable at the normal rate of CGT.

Example 8

The facts are as Example 7, with the disposal being made In May 20186, except that you realisad gains on the dispesal of the pharmacy of enly £7 milion alf of
which qualified for Entrepreneurs’ Relief.

You've also been running another very successful business as a fravel agent for over 20 years, which you sold in 2017 to 2018 making gains of £4.6 million.
You make a second claim for Entrepreneurs’ Relief but anly £3 million of these gains will be eligible for the relief as this then uses up the remaining part of I
your lifetime limit of Entrepreneur’s Relief which is, at this tims, £10 million. :

; 20167to 261?
I._ifelirr;e”ﬁ;ﬁ;t (at Méy 2016) - £10 milian 7
émG“ain 1: 2016t0 261? quaiifyiﬁg éains V £7 million
;“F-Q.emaining amount eiigible for relief V ) | £3 million
01702018
" Gain 2:”2.(;1.?_-&:;.2-{}18 ql.Ja.iiEyl'.n.g éains | E48 m.iili;zg
;mrep.re.ne;r.s’ Rehef e e e e e e e . . L £3 mlmonc’hargedal 10% ,
Uletime fmitremaiing. - o
Ei-;la.r;..c:e.;:fgaiﬁé ;:ha;g]ed at normal' Capital Gains Tax I’;té:% - - o E&.S miVIIlonr :

Hushand and wife, or civil partners

Husbands and wives, and civil partners, are ireated separately for Entrepreneurs’ Rellef. Each person is entiiled to relief up to the maximum lifetime limit of
qualifying gains, provided the relevant conditions are salisfied.

Where you hald shares jointly with another person, whether that is your husband, wife, civil pariner or someona else, In declding whether the company is your
personal company you're treated as holding the appropriate proportion of the total helding and assodiated voling rights.

For example:

+ where a husband and wife own the entire ordinary share capital of a company jointly and equally, they're each treated as helding 50% of the shares and 50%
of the voting rights, so both will meet the 5% holding and voling requirements for Entrepreneurs’ Reliaf

+ where a husband and wife own 9% of the ordinary share capital of a company jointly aind equally, they're each {reated as holding 4.5% of the shares and
4.5% of the voting rights, so neither will meet the 5% holding and voting requirament for Entrepraneurs’ Relief

Reorganisations and exchanges

Under the CGT rules, if shares in one company are exchanged for shares In another company the original shares may, subject to certain conditions, be treated as
equivalent to the new holding of shares. Where this treatment applies the exchange doesn't count as a disposal of the originat shares. Any gain up to the date of
axchange will be {axable only when the new holding of shares is disposed of, see Helpsheet 285 Share reorganisations, company takeovers and Capital Gains Tax
{hlips:/hvww.gov.ukigovammentfpublications/share-recrganisalions-company-takeovers-and-capital-gains-tax-hs285-seif-assessment-helpsheet).




You may exchange shares in your personal frading company for shares in ancther company. If you do this, and would have qualified for Entrepreneurs’ Relief at
the time of the exchange, you may elect that the rules about exchanges, outlined above, don't apply. You will lhen be treated as disposing of the shares in YOur
personal company at the time of the exchange and Entreprensurs’ Retief may then be claimed against any galn arising on that disposal. The election must cover
all of the shares, you can't elect for only part of the shares to be teeatad in this way.

You must make this election in wriling to HMRC by the first anniversary of the 31 January following the end of the 1ax year in which the qualifying disposal takes
place. So for the tax year 2017 to 2018 {ending on 5 April 2018), you must make an election by 31 January 2020. You can consult the HMRG Capital Gains Tax
Manual which contains a specific section {CG64155 thttpfAvw.hrre. govaukimanualsicgmanualCG84 155 .him)) thal explains this in more detal,

Deferred gains

The GGT rate(s) on & gain you made on a disposal before 3 December 2014, including gains which have been reduced by 4/9 for Enlrepreneurs’ Relief, where the
charge on that gain has been deferred to 2017 to 2018 wili ba the rates{s) at the lime the deferral ends and the galn becomes liable to tax. Gains on disposals
before 23 June 2010 which are deferred until 23 June 2010 or fater will therefore be liable to CGT at the 18% or 28% ratas {10% or 20% on or after & April 2018},
in the same way as gains arising on disposals on or after that date.

Where you've exchanged shares or securilies in a company for Qualifying Corporate Bends and you've calculated a gain that would have arisen at the time of the

exchange, or a gain arising to you on disposal of an asset has been relnvested in shares qualifying for relief under the Enterprise Investment Scheme {‘EiS
-shares') or for Soclal Investment Tax Relief (SITR), Enlrepreneurs' Relief may still be dus on any gain attached to the original shares. Howavar, the way in which

Entrepreneurs’ Ralief applies to such gain has changed with effect from 23 June 2010. You can consult the HMRC Capital Gains Tax Manual

(http: e hmic.gov.ukimanualsicgmanualindex.atm} which contains specific sections (CGB4135 and CG64155 to CG64171) that explains this in more detail.

Gains on disposals made on or after 3 December 2014 can be deferred under the rules for either the EIS or SITR and a claim to Entrepreneur’s Relief made at the
later time when those gains beceme texable (for instance when Lhe EIS shares are sold), Eligibifity for relief will be determined under the rules which applied at the
time of the first disposal. Further detail can be found at CG64135 (https:fiwww.govukihmre-internal-manvalsicapital-gains-manualicg64 135).

Deferred gains occurring before 6 April 2008 but coming into charge after that date

Where belore 8 April 2008 you eilher have a gain calculated at the time of the exchange of shares or securifies in a company for Qualifying Corpaorate Bonds, or a
gain arising on the disposal of an asset which has been reinvested in shares qualifying for relief under the EIS, the gain for the original asset will have been

deferred.

If that deferred gain is then treated as arising on or after 6 Apiil 2008, Entreprenaurs' Relief may be claimed for that gain provided that Entrepreneurs’ Relief would
have been available on the original gain had that refief exisled at the actual time at which that gain arose. If you want to claim refief for such gains, then you must
do so by reference to the first occaslon after 6 April 2008 when the deferred gain is treated as arising, So, if such a gain arlses in 2017 fo 2018 and you want to
make & claim to Entreprensurs’ Relief you must de so by 31 January 2020,

Such a claim will form part of your maximum lifetime limit of gains qualifying for relief. You can consult the HMRC Capital Gains Tax Manual
thitp:iAwway.hmre.gov.ukimanualsfegmanualfindex.htm) which contains specific sections (CG64166 to CG64171) that explains this in more detail.

Filling in the Capital Gains Tax summary pages

The Capital Gains Tax summary notes {htips-ivww.gov.uligovermentipublications/self-assessment-capitel-gains-simmary-sa 108} explain how to include chargaable
gains where there has been a claim to Enfrepreneurs' Rellef.

Contact

For advice and further information about ontine forms, phone numbears and addresses see Self Assessmeant: general enquiries
(hitps:ffwww.gav.ukigovemmentiorganisations/hm-revenue-customsicontact/self-assessment),




