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Key considerations

What is �goodwill�?

��� )RU�DFFRXQWLQJ�SXUSRVHV�JRRGZLOO�LV�GHILQHG�LQ�$XVWUDOLDQ

$FFRXQWLQJ�6WDQGDUG�$$6%������$FFRXQWLQJ�IRU�*RRGZLOO�DV�¶WKH�IXWXUH�EHQHILWV

IURP�XQLGHQWLILDEOH�DVVHWV��8QLGHQWLILDEOH�DVVHWV�DUH�WKRVH�DVVHWV�WKDW�DUH�QRW

FDSDEOH�RI�EHLQJ�ERWK�LQGLYLGXDOO\�LGHQWLILHG�DQG�VSHFLILFDOO\�UHFRJQLVHG�·

� 7KH�FRPPHQWDU\�WR�WKH�VWDQGDUG�LQGLFDWHV�WKDW�H[DPSOHV�RI

XQLGHQWLILDEOH�DVVHWV�LQFOXGH�PDUNHW�SHQHWUDWLRQ��HIIHFWLYH

DGYHUWLVLQJ��JRRG�ODERXU�UHODWLRQV�DQG�D�VXSHULRU�RSHUDWLQJ�WHDP�

8QLGHQWLILDEOH�DVVHWV�GR�QRW�LQFOXGH�DVVHWV�WKDW�DUH�LQWDQJLEOH�EXW

DUH�FDSDEOH�RI�EHLQJ�LQGLYLGXDOO\�DQG�VHSDUDWHO\�UHFRJQLVHG

�IRU�H[DPSOH��SDWHQWV��OLFHQFHV��ULJKWV�DQG�FRS\ULJKW��

��� 7KH�LQFRPH�WD[�ODZ�GRHV�QRW�VSHFLILFDOO\�GHILQH�JRRGZLOO���+RZHYHU�

LQ�WKH�OHDGLQJ�FDVH�RI�,5&�Y�0XOOHU�	�&R·V�0DUJDULQH�/WG�>����@�$&�����DW

�������/RUG�0F1DXJKWRQ�GHVFULEHG�JRRGZLOO�DV�IROORZV�

¶:KDW�LV�JRRGZLOO"��,W�LV�D�WKLQJ�YHU\�HDV\�WR�GHVFULEH��YHU\

GLIILFXOW�WR�GHILQH���,W�LV�WKH�EHQHILW�DQG�DGYDQWDJH�RI�WKH�JRRG

QDPH��UHSXWDWLRQ�DQG�FRQQHFWLRQ�RI�D�EXVLQHVV���,W�LV�WKH

DWWUDFWLYH�IRUFH�ZKLFK�EULQJV�LQ�FXVWRP���,W�LV�WKH�RQH�WKLQJ

ZKLFK�GLVWLQJXLVKHV�DQ�ROG�HVWDEOLVKHG�EXVLQHVV�IURP�D�QHZ

EXVLQHVV�DW�LWV�ILUVW�VWDUW�·

��� 7KH�DFFRXQWLQJ�DQG�OHJDO�FRQFHSWV�RI�JRRGZLOO��WKHUHIRUH��GLIIHU

VLJQLILFDQWO\�LQ�SUDFWLFDO�WHUPV���7KH�DFFRXQWLQJ�DQG�HFRQRPLF�FRQFHSWV�RI

JRRGZLOO��RQ�ZKLFK�WD[�FRXOG�EH�EDVHG��DUH�ORJLFDOO\�VLPLODU�

How is goodwill taxed at present?

��� *RRGZLOO�LV�JHQHUDWHG�E\�WKH�DFWLYLWLHV�RI�D�EXVLQHVV�LQ�HVWDEOLVKLQJ

DQG�PDLQWDLQLQJ�D�FOLHQWHOH���,W�LV�EXLOW�XS�E\�DGYHUWLVLQJ��WKURXJK�FXVWRPHU

VHUYLFH�DQG�JRRG�EXVLQHVV�SUDFWLFH���7KH�H[SHQVHV�LQFXUUHG�LQ�EXLOGLQJ�XS

JRRGZLOO�DUH�W\SLFDOO\�LPPHGLDWHO\�GHGXFWLEOH�

��� 2I�FRXUVH�WKH�YDOXH�RI�JRRGZLOO�DVVRFLDWHG�ZLWK�D�EXVLQHVV�FDQ

FKDQJH�IRU�D�ZLGH�YDULHW\�RI�UHDVRQV�DQG�WKH�FKDQJH�LV��LQ�PDQ\�FDVHV��RXWVLGH

WKH�FRQWURO�RI�WKH�EXVLQHVV���)RU�H[DPSOH��D�FRPSHWLWRU�RSHQLQJ�D�EXVLQHVV

QHDUE\�FDQ�LPSDFW�RQ�WKH�YDOXH�RI�JRRGZLOO�DVVRFLDWHG�ZLWK�WKH�H[LVWLQJ

EXVLQHVV�
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��� 8QGHU�FXUUHQW�ODZ��DFTXLUHG�JRRGZLOO�LV�WD[HG�XQGHU�WKH�FDSLWDO�JDLQV

WD[��&*7��SURYLVLRQV�³�WKDW�LV��WR�WKH�YHQGRU��WKH�SURFHHGV�DUH�WD[HG�DV

FDSLWDO�LQFRPH�DQG�WR�WKH�DFTXLUHU��WKH�FRQVLGHUDWLRQ�IRUPV�WKH�FRVW�EDVH�

7KHUH�DUH�QR�SURYLVLRQV�WR�DOORZ�WD[SD\HUV�WR�GHGXFW�RU�DPRUWLVH�WKH�FRVW�RI

DFTXLUHG�JRRGZLOO���7KXV�LI�DFTXLUHG�JRRGZLOO�LV�VXEVHTXHQWO\�GLVSRVHG�RI��WKH

FDSLWDO�JDLQ�RU�ORVV�LV�EURXJKW�WR�WD[�LQ�DFFRUGDQFH�ZLWK�WKH�&*7�SURYLVLRQV�

��� )RU�EXVLQHVVHV�ZLWK�QHW�DVVHWV�RI�OHVV�WKDQ�$����PLOOLRQ�����SHU�FHQW

RI�WKH�YDOXH�RI�JRRGZLOO�GLVSRVHG�RI�LV�H[HPSW�IURP�&*7���3DUWLFXODU�LVVXHV

WKDW�DULVH�ZLWK�UHVSHFW�WR�WKH�RSHUDWLRQ�RI�WKH�&*7�JRRGZLOO�H[HPSWLRQ�IRU

VPDOO�EXVLQHVVHV�DUH�GLVFXVVHG�LQ�&KDSWHU����

��� ,W�LV�DUJXHG�WKDW�DV�WKH�DFTXLVLWLRQ�RI�JRRGZLOO�LV�D�OHJLWLPDWH�H[SHQVH

LQFXUUHG�LQ�WKH�DFTXLVLWLRQ�RI�D�EXVLQHVV��LW�VKRXOG�EH�DEOH�WR�EH�ZULWWHQ�RII�IRU

WD[�SXUSRVHV�LQ�WKH�VDPH�ZD\�DV�DFTXLUHG�SODQW�DQG�HTXLSPHQW�

How do other countries treat goodwill?

��� 7KH�LQWHUQDWLRQDO�WUHDWPHQW�RI�JRRGZLOO�LV�VHW�RXW�RQ�SDJHV

���DQG����RI�$Q�,QWHUQDWLRQDO�3HUVSHFWLYH���,Q�KDOI�RI�WKH�MXULVGLFWLRQV�VXUYH\HG�

DFTXLUHG�JRRGZLOO�LV�QRW�GHGXFWLEOH���2WKHU�FRXQWULHV��LQFOXGLQJ�WKH�86��DOORZ

DPRUWLVDWLRQ�RYHU�SHULRGV�UDQJLQJ�IURP���WR����\HDUV�

Policy issues

Valuation of goodwill

���� *LYHQ�WKDW�H[SHQVHV�LQFXUUHG�WR�EXLOG�XS�JRRGZLOO�ZRXOG�FRQWLQXH

WR�EH�LPPHGLDWHO\�DOORZDEOH�DV�GHGXFWLRQV��D�PDWFKLQJ�WUHDWPHQW�RI�LQFRPH

ZRXOG�UHTXLUH�WKDW�WKH�DQQXDO�LQFUHDVHV�LQ�JRRGZLOO�ZRXOG�EH�WD[HG���+RZHYHU�

DV�JRRGZLOO��KRZHYHU�GHILQHG��FDQ�RQO\�EH�DFFXUDWHO\�YDOXHG�XSRQ�UHDOLVDWLRQ�

VXFK�DQ�DSSURDFK�WR�WD[DWLRQ�RI�JRRGZLOO�ZRXOG�QRW�DSSHDU�WR�EH�D�SUDFWLFDO

SURSRVLWLRQ�

���� $FTXLUHG�JRRGZLOO�LV�QRUPDOO\�SXUFKDVHG�DORQJ�ZLWK�RWKHU�DVVHWV

�ERWK�WDQJLEOH�DQG�LQWDQJLEOH��RI�D�EXVLQHVV���$V�JRRGZLOO�KDV�QR�SUHFLVH

PHDQLQJ��LWV�DFTXLVLWLRQ�FRVW�PD\�VLPSO\�EH�D�UHVLGXDO�DPRXQW�SD\DEOH�

FRQVLVWHQW�ZLWK�WKH�DFFRXQWLQJ�WUHDWPHQW��DIWHU�SUHFLVH�YDOXHV�KDYH�EHHQ

DOORFDWHG�WR�RWKHU�DVVHWV�

���� ([SHULHQFH�ZLWK�WKH�&*7�JRRGZLOO�SURYLVLRQV�VXJJHVWV�WKDW�WKHUH

DUH�VLJQLILFDQW�SUDFWLFDO�GLIILFXOWLHV�LQ�DVFULELQJ�YDOXDWLRQV�WR�JRRGZLOO�LQ

SDUWLFXODU�FDVHV��VR�PXFK�VR��WKDW�FDVHV�KDYH�EHHQ�OLWLJDWHG�DV�IDU�DV�WKH�IXOO
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EHQFK�RI�WKH�+LJK�&RXUW���7KHVH�GLIILFXOWLHV�DULVH�EHFDXVH�YHQGRUV�KDYH�VRXJKW

WR�PD[LPLVH�WKH�WD[�EHQHILWV�DVVRFLDWHG�ZLWK�WKH�&*7�JRRGZLOO�H[HPSWLRQ�E\

UHGXFLQJ�WKH�YDOXHV�RI�RWKHU�EXVLQHVV�DVVHWV���,W�ZRXOG�EH�UHDVRQDEOH�WR

FRQFOXGH�WKDW�ZHUH�DFTXLUHG�JRRGZLOO�DFFRUGHG�WD[DWLRQ�DPRUWLVDWLRQ��WD[

SODQQHUV�FRXOG�EH�WHPSWHG�WR�VKLIW�YDOXH�DZD\�IURP�OHVV�WD[�SUHIHUUHG�DVVHWV

LQWR�JRRGZLOO�

Is goodwill a wasting asset?

���� 8QOHVV�D�SHUVRQ�ZKR�DFTXLUHV�DQ�H[LVWLQJ�EXVLQHVV�PDLQWDLQV�WKH

VDPH�OHYHOV�RI�FXVWRPHU�VHUYLFH��DQG�VR�RQ��WKH�JRRGZLOO�RI�WKH�EXVLQHVV�ZLOO

LQHYLWDEO\�GHFOLQH���*LYHQ�WKDW�H[SHQGLWXUHV�UHTXLUHG�WR�PDLQWDLQ�JRRGZLOO�DUH

W\SLFDOO\�LPPHGLDWHO\�GHGXFWLEOH�WKHQ�GHGXFWLRQV�IRU�H[SHQGLWXUH�VXIILFLHQW�WR

PDLQWDLQ�WKH�OHYHO�RI�JRRGZLOO�DUH�HTXLYDOHQW�WR�DOORZLQJ�ZULWH�RII���7KDW�FDQ�EH

GHPRQVWUDWHG�E\�([DPSOH�����

Example 4.1: Taxation of goodwill

*RRGZLOO�LV�SXUFKDVHG�IRU�$������DQG�LQ�WKH�DEVHQFH�RI�DQ\�H[SHQGLWXUH
ZRXOG�GHFOLQH�LQ�YDOXH�WR�$����DIWHU�RQH�\HDU���,I�JRRGZLOO�ZHUH�WR�EH
DPRUWLVHG�RQ�DQ�DFFUXDOV�EDVLV��WKH�WD[SD\HU�ZRXOG�EH�HQWLWOHG�WR�D

GHGXFWLRQ�RI�$����

+RZHYHU��LI�WKH�WD[SD\HU�VSHQW�$����WR�UHWXUQ�WKH�YDOXH�RI�JRRGZLOO
WR�$������WKH�FXUUHQW�ODZ�ZRXOG�DOORZ�D�$����GHGXFWLRQ���7KLV�LV�DQ
DSSURSULDWH�RXWFRPH�VLQFH�WKH�WD[SD\HU�VWLOO�KDV�JRRGZLOO�YDOXHG�DW

$������DQG�LV�RQO\�$����ZRUVH�RII�E\�YLUWXH�RI�KLV�RU�KHU�H[SHQGLWXUH
RQ�PDLQWDLQLQJ�WKDW�JRRGZLOO�

,I�WKH�WD[SD\HU�VSHQW�$����WR�LQFUHDVH�WKH�YDOXH�RI�JRRGZLOO�WR�$�����
KH�RU�VKH�ZRXOG�EH�DOORZHG�GHGXFWLRQV�RI�$����XQGHU�WKH�FXUUHQW�V\VWHP
EXW�QRW�EH�WD[HG�RQ�WKH�H[WUD�$����RI�JRRGZLOO�XQWLO�LW�ZDV�VROG���:KLOH

WKLV�LOOXVWUDWHV�WKH�WD[�GHIHUUDO�WKDW�ZRXOG�DULVH��LW�ZRXOG�EH�LPSRVVLEOH�WR

VHSDUDWH�WKLV�W\SH�RI�VLWXDWLRQ�IURP�WKH�FDVH�ZKHUH�WKH�H[SHQGLWXUH�LQYROYHG

GLG�QRWKLQJ�PRUH�WKDQ�PDLQWDLQ�WKH�YDOXH�RI�JRRGZLOO�

,I�WKH�YDOXH�RI�JRRGZLOO�FKDQJHV�IRU�UHDVRQV�WRWDOO\�RXWVLGH�WKH�FRQWURO

RI�WKH�WD[SD\HU��WKH�FXUUHQW�WUHDWPHQW�GRHV�QRW�UHFRJQLVH�WKLV�FKDQJH�LQ

YDOXH�XQWLO�LW�LV�UHDOLVHG�
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���� 7KH�H[DPSOH�GHPRQVWUDWHV�WKH�IROORZLQJ�SRLQWV�

� WD[SD\HUV�DUH�HIIHFWLYHO\�JHWWLQJ�LPPHGLDWH�GHGXFWLELOLW\�IRU

H[SHQGLWXUH�LQ�EXLOGLQJ�XS�JRRGZLOO�RYHU�DQG�EH\RQG�WKH�RULJLQDO

FRVW��DQG

� ZKHQ�FUHDWHG�JRRGZLOO�KDV�EHHQ�VROG�WKH�VHOOHU�KDV�DOUHDG\

UHFHLYHG�IXOO�GHGXFWLELOLW\�IRU�DQ\�FRVWV�LQFXUUHG�LQ�FUHDWLQJ�WKDW

JRRGZLOO

� LI�WKH�VHOOHU�LV�WKHQ�WD[HG�RQ�WKH�IXOO�YDOXH�DV�D�FDSLWDO�JDLQ��KH
RU�VKH�ZRXOG�KDYH�VWLOO�EHQHILWHG�WR�WKH�H[WHQW�RI�WKH�WD[

GHIHUUDO�

Policy options

Option 1:  Allow acquired goodwill to be depreciated

���� 2SWLRQ���ZRXOG�DOORZ�DFTXLUHG�JRRGZLOO�WR�EH�GHSUHFLDWHG�EXW�RQ

WKH�IXUWKHU�VDOH�RI�WKH�EXVLQHVV�WKH�WRWDO�JRRGZLOO�OHVV�DQ\�XQGHGXFWHG�DFTXLUHG

JRRGZLOO�ZRXOG�EH�VXEMHFW�WR�WD[���7KLV�DSSURDFK��RYHU�WLPH��ZRXOG�EULQJ�WR�WD[

WKH�VDPH�DPRXQW�RI�JRRGZLOO�DV�WKH�FXUUHQW�V\VWHP��EXW�LW�ZRXOG�LQYROYH�D

PXFK�JUHDWHU�GHJUHH�RI�WD[�GHIHUUDO�

Option 2:  Retain the current treatment

���� $W�SUHVHQW��WKH�YDOXH�RI�DFTXLUHG�JRRGZLOO�LV�HIIHFWLYHO\�GHGXFWHG�DW

WKH�WLPH�RI�WKH�IXUWKHU�VDOH�RI�WKH�EXVLQHVV�VLQFH�LW�LV�WKH�FRVW�EDVH�IRU�JRRGZLOO

EHLQJ�VROG�³�OHDYLQJ�DVLGH�WKH�HIIHFWV�RI�LQGH[DWLRQ���,I�DFTXLUHG�JRRGZLOO�ZHUH

DOORZHG�WR�EH�GHSUHFLDWHG��LW�ZRXOG�EH�GHGXFWLEOH�PXFK�HDUOLHU�ZKLOH�FUHDWHG

JRRGZLOO�ZRXOG�VWLOO�RQO\�EH�WD[HG�RQ�UHDOLVDWLRQ�

���� :KHUH�WKH�JRRGZLOO�DVVRFLDWHG�ZLWK�D�EXVLQHVV�LV�LQFUHDVLQJ�LQ�YDOXH

LW�FDQ�EH�DUJXHG�WKDW�WKH�FXUUHQW�WUHDWPHQW�LV�DSSURSULDWH��WDNLQJ�LQWR�DFFRXQW

WKH�SUDFWLFDOLWLHV�RI�YDOXLQJ�JRRGZLOO���2I�FRXUVH��LQ�VRPH�FDVHV�WKH�JRRGZLOO

DVVRFLDWHG�ZLWK�D�EXVLQHVV�ZLOO�GHFOLQH�³�IRU�H[DPSOH��WUDIILF�PLJKW�EH�GLYHUWHG

DURXQG�D�SUHYLRXVO\�EXV\�VSRW�ZKHUH�D�VHUYLFH�VWDWLRQ�ZDV�ORFDWHG���,Q�VXFK

FLUFXPVWDQFHV��WKHUH�ZRXOG�EH�D�FDVH�IRU�D�GHGXFWLRQ�DW�WKH�WLPH�WKDW�ORVV�LQ

JRRGZLOO�RFFXUUHG���+RZHYHU��LI�ORVVHV�UHODWLQJ�WR�JRRGZLOO�ZHUH�UHFRJQLVHG�DV

WKH\�DFFUXHG��WKHQ�V\PPHWU\�ZRXOG�UHTXLUH�WKDW�JDLQV�DOVR�EH�WD[HG�RQ�DFFUXDO�
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Accounting treatment

���� 8QGHU�WKH�$$6%������$FFRXQWLQJ�IRU�*RRGZLOO�LVVXHG�LQ�-XQH������

SXUFKDVHG�JRRGZLOO�PXVW�EH�DPRUWLVHG�RQ�D�VWUDLJKW�OLQH�EDVLV��RYHU�WKH�SHULRG

GXULQJ�ZKLFK�WKH�EHQHILWV�DUH�H[SHFWHG�WR�DULVH���7KLV�SHULRG�PXVW�QRW�H[FHHG

WZHQW\�\HDUV�IURP�WKH�GDWH�RI�DFTXLVLWLRQ�

���� 7KH�UHDVRQV�IRU�DPRUWLVLQJ�JRRGZLOO�IRU�DFFRXQWLQJ�SXUSRVHV

DUH�FRQVLVWHQW�ZLWK�D�SUXGHQW�DSSURDFK�WR�ILQDQFLDO�UHSRUWLQJ���7KH�VWDQGDUG

UHFRJQLVHV�WKDW�FHUWDLQ�HOHPHQWV�FRQWULEXWLQJ�WR�WKH�IXWXUH�LQFRPH�IORZV�RI

D�EXVLQHVV�WKDW�DUH�FDSWXUHG�LQ�DFTXLUHG�JRRGZLOO�PD\�KDYH�D�ILQLWH�OLIH���6XFK

HOHPHQWV�LQFOXGH�VHUYLFH�OLIH�RI�HPSOR\HHV��H[SHFWHG�DFWLRQV�RI�FRPSHWLWRUV

DQG�UHOHYDQW�OHJDO�DQG�FRQWUDFWXDO�SURYLVLRQV�

���� 7KH�WD[�DUJXPHQWV�IRU�QRW�DOORZLQJ�D�GHGXFWLRQ�E\�DPRUWLVLQJ

DFTXLUHG�JRRGZLOO�DUH�WKDW�WKLV�ZRXOG�LQYROYH�UHFRJQLVLQJ�WKH�ORVVHV�LQYROYHG

DV�WKH\�DFFUXH�EXW�QRW�WD[LQJ�JDLQV�XQWLO�UHDOLVDWLRQ���7KHVH�FRQFHUQV�DUH�QRW

RI�VXFK�LPSRUWDQFH�LQ�DQ�DFFRXQWLQJ�FRQWH[W�

Revenue implications
���� 7KH�UHYHQXH�LPSOLFDWLRQV�RI�SURYLGLQJ�D�WD[DWLRQ�ZULWH�RII�IRU

DFTXLUHG�JRRGZLOO�FRXOG�EH�VLJQLILFDQW�EXW�WKH�QDWXUH�RI�WKH�PHDVXUH�LV�VXFK

WKDW�UHOLDEOH�HVWLPDWHV�ZRXOG�EH�YLUWXDOO\�LPSRVVLEOH�WR�PDNH���1R�GDWD�DUH

DYDLODEOH�RQ�WKH�DPRXQW�RI�JRRGZLOO�SXUFKDVHG� � �


