
DENOVO

SELLING YOUR NAME – INCOME 
TAX OR CAPITAL GAIN TAX

ON GOODWILL? 

The sale and purchase of goodwill is 
primarily regarded in our tax law to be a 
transaction on capital account. The 
proceeds received by the seller will be 
capital in nature and may be subject to 
capital gains tax. 

Goodwill can be said to include whatever adds 
value to a business by reason of situation, name & 
reputation, connection, introduction to old clientele 
and agreed absence from competition. Goodwill is 
also defined as an ‘asset’ in schedule 8 to the 
Income Tax Act for capital gains tax purposes.
 
However, when goodwill is sold and paid for, not in 
a total lump sum, but in return for annuities or 
annual share in profits, the seller will be liable to 
include such amounts received in his normal 

OUR NEWSROOM

For more articles like this please visit

Die Klubhuis, 26 Pinaster Avenue, 
Hazelwood, Pretoria, South Africa

Copyright © 2019 Van Huyssteens Commercial Attorneys, All rights reserved.
You are receiving this email because you have subscribed to our monthly mailing list.

Want to change how you receive these emails?
You can update your preferences or unsubscribe from this list.

MAY
2019

We are a boutique law firm in Pretoria 
specializing in Corporate and Commercial 
law related matters.

Please contact us for further information 
and follow us on social media. www.vanhuyssteens.co.za

income tax as ‘gross income’. Further, it may be 
that the buyer cannot claim such annuity or annual 
share in profit payments as a deduction, since the 
annuities or annual share in profit payments is 
pursuant to the acquisition of a capital asset. 

Gone are the days where all that was required was 
the business being sold lock, stock and barrel for a 
lump sum. It is advised that the sum paid for the 
business should be allocated to individual items 
such as goodwill, stock, assets, etc. for the receipt 
amount the sale of a business to be split into gross 
income and capital receipts. 
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