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Eligibility
You may be able to pay less Capital Gains Tax (https://www.gov.uk/capital-gains-tax/) when you sell (or
‘dispose of (https://www.gov.uk/capital-gains-tax/overview)’) all or part of your business.

Business Asset Disposal Relief means you’ll pay tax at 10% on all gains on qualifying assets.

Business Asset Disposal Relief was known as Entrepreneurs’ Relief before 6 April 2020.

If you’re selling all or part of your business

To qualify for relief, both of the following must apply for at least 2 years up to the date you sell your
business:

you’re a sole trader or business partner
you’ve owned the business for at least 2 years

The same conditions apply if you’re closing your business instead. You must also dispose of your
business assets within 3 years to qualify for relief.

If you’re selling shares or securities

To qualify, both of the following must apply for at least 2 years up to the date you sell your shares:

you’re an employee or office holder (https://www.gov.uk/employment-status/office-holder) of the
company (or one in the same group)
the company’s main activities are in trading (rather than non-trading activities like investment) -
or it’s the holding company of a trading group

There are also other rules depending on whether or not the shares are from an Enterprise
Management Incentive (https://www.gov.uk/tax-employee-share-schemes/enterprise-management-incentives-
emis) (EMI).
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If the shares are from an EMI

You must have both:

bought the shares after 5 April 2013
been given the option to buy them at least 2 years before selling them

If the shares are not from an EMI

For at least 2 years before you sell your shares, the business must be a ‘personal company’. This
means that you have at least 5% of both the:

shares
voting rights

You must also be entitled to at least 5% of either:

profits that are available for distribution and assets on winding up the company
disposal proceeds if the company is sold 

If the number of shares you hold falls below 5% because the company has issued more shares, you
may still be able to claim Business Asset Disposal Relief.

You need to choose or ‘elect’ to be treated as if you had sold and re-bought your shares immediately
before the new shares were issued. This will create a gain on which you can claim Business Asset
Disposal Relief.

You can also choose or ‘elect’ to postpone paying tax on that gain until you come to sell your shares.

You can do this by:

completing the additional information section of the Capital Gains summary form of your tax
return
writing to HMRC (https://www.gov.uk/government/organisations/hm-revenue-customs/contact/capital-
gains-tax-enquiries-for-individuals-employees-and-self-employed) if you do not have to complete a tax
return for the year

If the company stops being a trading company

If the company stops being a trading company, you can still qualify for relief if you sell your shares
within 3 years.

If you’re selling assets you lent to the business

To qualify, both of the following must apply:

you’ve sold at least 5% of your part of a business partnership or your shares in a personal
company
you owned the assets but let your business partnership or personal company use them for at
least one year up to the date you sold your business or shares - or the date the business closed
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If you’re a trustee

You may also qualify if you’re a trustee (https://www.gov.uk/government/publications/entrepreneurs-relief-
hs275-self-assessment-helpsheet/hs275-entrepreneurs-relief-2015#trustees-of-settlements) selling assets
held in the trust.

 Next : Work out your tax (https://www.gov.uk/business-asset-disposal-relief/work-out-your-tax)

Print entire guide (https://www.gov.uk/business-asset-disposal-relief/print)

Related content

Capital Gains Tax (https://www.gov.uk/capital-gains-tax)
Liquidate your limited company (https://www.gov.uk/liquidate-your-company)
Capital Gains Tax for business (https://www.gov.uk/capital-gains-tax-businesses)
Tax when you sell shares (https://www.gov.uk/tax-sell-shares)
Get help with tax (https://www.gov.uk/tax-help)

Brexit

Check what you need to do (https://www.gov.uk/brexit)

Explore the topic

Selling your business and closing down (https://www.gov.uk/browse/business/selling-closing)
Capital Gains Tax (https://www.gov.uk/browse/tax/capital-gains)

Is this page useful?

Yes this page is useful

No this page is not useful

Thank you for your feedback
Report a problem with this page
Close

Help us improve GOV.UK

Don’t include personal or financial information like your National Insurance number or credit card
details.

What were you doing? 
What went wrong? 

Send
Close

Help us improve GOV.UK

https://www.gov.uk/government/publications/entrepreneurs-relief-hs275-self-assessment-helpsheet/hs275-entrepreneurs-relief-2015#trustees-of-settlements
https://www.gov.uk/business-asset-disposal-relief/work-out-your-tax
https://www.gov.uk/business-asset-disposal-relief/print
https://www.gov.uk/capital-gains-tax
https://www.gov.uk/liquidate-your-company
https://www.gov.uk/capital-gains-tax-businesses
https://www.gov.uk/tax-sell-shares
https://www.gov.uk/tax-help
https://www.gov.uk/brexit
https://www.gov.uk/browse/business/selling-closing
https://www.gov.uk/browse/tax/capital-gains


6/14/2021 Business Asset Disposal Relief - GOV.UK

https://www.gov.uk/business-asset-disposal-relief 4/4

To help us improve GOV.UK, we’d like to know more about your visit today. We’ll send you a link to a
feedback form. It will take only 2 minutes to fill in. Don’t worry we won’t send you spam or share your
email address with anyone.
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