
Patent Box Tax Relief

A brief recap

This beneficial tax relief was introduced by the 

Government on 1 April 2013 has been phased in since 

then. Patent Box aims to create a competitive tax 

environment to incentivise companies to develop and 

exploit patents in the UK as well as actively manage their 

patentable intellectual property. The scheme potentially 

benefits any company that involves innovating in the 

areas of either product or processes.

Key points

§ 10% tax rate applying to worldwide profits on the 

patented items

§ Effective from 1 April 2013

§ Five year phasing in process for the legislation meaning that 

100% of the scheme benefits are available from 1 April 2017

§ Available in addition to research & development tax credits

§ Only available to companies

§ Available to a company holding an active patent (or an 

exclusive license over one) where significant development 

towards the patented item has been undertaken

§ The scheme does not extend to other categories of 

intellectual property such as trademarks and copyright

§ Company must have elected into the regime

Who can benefit?

§ A company which owns at least one UK or European 

Patent Office patent; or

§ Companies who own a licence over a patent meeting the 

above definition

§ A company or group that either developed the patented 

idea themselves or have purchased or lease one that is 

actively managed
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Electing into the regime

§ The company must give notice of its intention to elect 

into the regime to HMRC stating the first accounting 

period for which the election is to have effect

§ Generally, the notice must be given within two years from 

the end of said accounting period

§ The election then has effect from the elected accounting 

period onwards

§ For multi-trade companies the election has effect to all  

of the company’s trades

§ An election can be revoked by giving notice to HMRC 

stating the first accounting period which the revocation  

is to apply from

§ Once a company has revoked an election into the patent 

box regime, it will not be able to elect back into the 

regime for a period of five years

What qualifies?

Assuming the relevant conditions are satisfied, worldwide 

profits from the following types of intellectual property 

income qualify for the relief:

§ Income from selling patented products

§ Income from licensing out patent rights

§ Income from selling patented rights

§ Infringement income

§ Damages, insurance or other compensation related  

to patent rights

Recent changes to the regime

The generosity of the regime resulted in objections from 

the OECD. In light of this the regime had to be reviewed by 

the Treasury.

§ The Treasury closed the former Patent Box regime 

to new entrants on 30 June 2016 and will abolish it 

completely by 30 June 2021

§ Anyone who elected into the Patent Box for accounting 

periods ended prior to that date should continue to 

benefit from the original regime until June 2021

§ The new scheme was launched to run in parallel to the 

former scheme

§ The main differences under the new scheme are that 

each patent must be treated individually and benefits will 

be related to R&D spend

How can we help? 

Our team of specialist tax advisors can:

§ Identify existing income that qualifies for the Patent  

Box regime

§ Advise on how to maximise qualifying income from 

existing and future revenue streams

§ Perform the detailed calculations used to determine the 

Patent Box profits of the company

Any other questions?

Please contact us on 01482 326916  

for more information.

This information sheet provides only an overview of the legislation concerning the 

Patent Box, and no action should be taken without consulting the detailed legislation 

or seeking professional advice. Neither the author nor the firm can accept responsibility 

for loss occasioned by any person acting or refraining from action as a result of the 

information contained in this information sheet.
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