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An Overview of the UK Patent Box regime

SINCE 1ST APRIL 2013, CERTAIN 
INCOME DERIVED FROM PATENTS 
HAS BEEN ELIGIBLE FOR A REDUCED 
RATE OF CORPORATION TAX. 

Any company within the charge to UK corporation 
tax (including certain corporate members of 
partnerships) with income from patents and other 
specified intellectual property (“IP”), will potentially 
be able to benefit from a 10% effective rate of 
corporation tax. The regime is being phased in with a 
full reduction to a rate of 10% from 1st April 2017.

Patent Box legislation has changed significantly since 
its introduction, but the regime still maintains high 
value for businesses and the potential to secure a 
10% tax rate is still attainable.

WHAT CAN BE PATENTED? 

The UK’s criteria for patentability is adopted from the 
European Patent Convention. For an invention to be 
patentable, it must be:

• Brand new;

• Solve a technical problem or provide an inventive 
step forward; and

• Be capable of being either made or used within 
your business’ relevant industry.

RIGHTS THAT MAY QUALIFY

The Patent Box regime is not restricted to UK patents, 
other rights and patents could also qualify for  
tax relief:

• Patents granted by either the UK Intellectual 
Property Office or the European Patent Office, or 
corresponding patent rights granted under the laws 
of certain EEA state;

• Supplementary protection certificates granted by 
the UK Intellectual Property Office or the European 
Patent Office;

• UK and European Community Plant Breeding/
Variety rights; and

• Certain UK and European rights relating to the 
marketing of human and veterinary medicine.

Major changes to the Patent Box regime were made 
under the Finance Act 2016 to bring it in line with 
the outcome of the OECD Base Erosion and Profit 
Shifting project.

Previously, in order to qualify for Patent Box tax relief, 
a company did not necessarily have to carry out the 
research and development (R&D) associated with its 
IP internally.

From 1st July 2016, a company is required to apply 
the ‘nexus principle’. As such, the benefits provided by 
Patent Box will be proportional to the R&D expenditure 
incurred by the company and revised rules for 
calculating qualifying profits apply. In addition to this, 
companies are required to stream individually for each 
IP right or, where appropriate, by patented product 
or product family individually. As such, a business 
with three patented products may need to prepare 
three streaming calculations in which income and 
expenditure are allocated to each sub-stream.

TRANSITIONAL RULES 

There are transitional rules in place for companies 
claiming tax relief for existing IP under the Patent Box 
regime for a period before 30th June 2016.

Companies can continue to claim relief under these 
rules until 30th June 2021. 

In addition to this, companies with qualifying IP rights 
pending before 30th June 2016 may be entitled to elect 
into the old regime which will apply until 30th June 2021.

Companies who have applied for IP rights after  
30th June 2016, or those created before 30th June 
2016 but not elected into the old regime, will fall 
within the new rules. They must immediately track and 
trace any R&D expenditure.

It should be noted that the nexus principle will be 
applied to all IP from 1st July 2021. As such, companies 
expecting to receive income after 30th June 2021 will 
need to record any expenditure relating to existing or 
future patents from 1st July 2016.

HOW WILSON WRIGHT CAN HELP

Our Patent Box specialists can help to ensure that 
you maximise the potential benefit from the Patent 
Box regime. 

We will work with you to:

• Review your existing IP portfolios to establish 
whether any unprotected IP could be protected to 
receive the benefit of the Patent Box regime;

• Assist with the preparation of the relevant 
documentation to show that the qualifying Patent 
Box criteria are met;

• Review your accounting systems to ensure that it can 
collate the relevant information required to calculate 
Patent Box profits, including tracking and tracing of 
R&D expenditure to patents and products under the 
new rules; 

• Review your position and advise as to whether you 
qualify for the old regime;

• Review group arrangements to ensure that IP and 
R&D activities are held in the correct companies to 
maximise Patent Box reliefs; and

• Ensure the correct elections are filed with HMRC 
within the time limits prescribed.

This factsheet covers the main principles of Patent 
Box regimes. Please note that it should be taken as 
a general introduction only and our team would be 
happy to discuss this with you in further detail.

To find out more about what they can 
do for you, visit: wilsonwright.com or 
call 020 7832 0444
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MEET THE TEAM

If you require further information or 
guidance on any of the matters in this 
guide, do not hesitate to contact the 
Wilson Wright team.

For full details of our services 
please visit wilsonwright.com  
or call 020 7832 0444.


