TAX RELIEF FOR GOODWILL
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During the October 2018 budget, the Chancellor announced plans to introduce a
targeted relief for the cost of eligible goodwill acquired as part of a business purchase
from April 2019.

The government has subsequently introduced draft legislation into the Finance (No.3)
Bill 2017-19, giving a fixed rate deduction of 6.5% per annum on goodwill acquired
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after 1 April 2019, as part of a business purchase in which qualifying intellectual
property is also purchased. There is an overall cap on tax relief, set at six times the T +44(0)20 7842 2000
value of the qualifying intellectual property acquired. P +44(0)20 7842 2080
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Qualifying intellectual property includes patents, registered designs, copyright and
design rights and plant breeders’ rights.

As expected, tax relief will continue to not be available on internally generated goodwill
acquired in a related party incorporation.

This move seeks to partially reverse the restrictions introduced in 2015 on tax relief for
the amortisation of goodwill acquired after 8 July 2015 and increase the attractiveness
of the UK as a place to do business. The new targeted relief is welcome and more
generous than was expected, however it does not restore the level of tax relief which
was available pre 8 July 2015.

It is important to note that the relief only applies to goodwill acquired after 1 April
2019. Therefore, companies in the process of purchasing businesses with qualifying
intellectual property may wish to consider how this relief could impact the economics
of the acquisition.

“Intellectual Property is often the most valuable asset of a business. We
specialise in ensuring that appropriate IP tax reliefs are claimed, and that tax
exposures on exploitation are managed.”
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