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SUMMARY
A number of countries offer
‘patent box’ schemes. These
are schemes which provide tax
relief to encourage innovative
companies to locate their
research, engineering or
development in that country.
The uk scheme helps make
patenting more affordable,
or more likely completely
outweigh the cost of patenting,
by providing substantial
corporation tax savings to any
worldwide profits arising from
patented inventions.
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WHAT IS
PATENT BOX?
The UK Government introduced Patent Box in 2013 with the original aim
of incentivising innovation in the UK. This was provided by offering a tax
incentive for companies profiting from patented inventions.
The scheme provides a reduced corporation tax rate of 10% which can be
applied to all profits derived from the patented invention.

WHAT PATENTS ARE
ELIGIBLE?
Although it is called “Patent Box”, the scheme requires a qualifying
intellectual property right which can include other forms of IP.

Patents
Both UK and European patents can be used as qualifying IP. Additionally,
applicants to the scheme can rely on patents granted by the national Patent
Offices of any of: Austria, Bulgaria, Czech Republic, Denmark, Estonia,

QUALIFYING
FORMS OF IP:
»

UK Patents

»

European Patents

»

Some EEA Patents

»

Supplementary
Protection Certificates

»

Plant Variety and
Plant Breeders Rights

»

Data Exclusivity Rights

Finland, Germany, Hungry, Poland, Portugal, Romania, Slovakia and Sweden.
Note that patent applications are not qualifying IP rights, i.e. a patent
must be granted. There is however some scope to claim back tax
reductions on profits earned before grant of the patent.

Other Qualifying IP
Supplementary Protection Certificates, UK or European plant variety
rights, UK or European plant breeder’s rights and data exclusivity rights
are all qualifying forms of IP for Patent Box in the UK.
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WHAT APPLICANTS
ARE ELIGIBLE?
In general, applicants must be UK-based companies and either be the
holder of a qualifying IP right above, or be an exclusive licensee for a
qualifying IP right.

WHAT PROFITS ARE
ELIGIBLE FOR THE
SAVINGS?
Regardless of where the qualifying IP rights are held (for example a
patent in Bulgaria), Patent Box benefits apply to sales worldwide. The
reduced corporation tax can apply to profits from products that use
or incorporate a patented technology. This is even the case where the
patented technology or component is only a small part in a large or
complex system, such as a valve system in a car engine.
This can clearly provide enormous tax benefits for companies using
patented technology in a large range of products and in markets around
the world, even if only holding one form of qualifying IP for the UK Patent
Box scheme.
Additionally, the reduced tax rate can be applied to profits derived from
the use of a patented manufacturing process, worldwide licensing fees,
sales of qualifying IP rights and damages awarded for infringement of
qualifying IP rights.
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WHAT OTHER
CONSIDERATIONS
SHOULD I MAKE?
Although a purely financial calculation may signal that significant patent
investment is worthwhile to achieve the tax benefits, companies should
also consider the advantages and disadvantages of patent protection
for their commercial objectives with respect to their competitors. For
example, it should be remembered that patents require the applicant to
disclose the invention clearly and completely in a trade off for obtaining
a monopoly right to the invention, and that after 20 years this becomes
available for anyone to use without the inventor’s permission (or earlier
if the patent is left to lapse). There are many pros and cons of patents in
an unlimited number of commercial situations, and we therefore advise
seeking professional advice before deciding how best to protect all of
your interests.
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CONTACT DETAILS

GLASGOW OFFICE

LONDON OFFICE

Phone: +44 (0)141 5856472

Hillington Park Innovation Centre

New London House

Fax: +44 (0)141 8465399

1 Ainslie Road

6 London Street

Email: mailbox@creationip.com

Glasgow

London

G52 4RU

WC3R 7LP

United Kingdom

United Kingdom

A company registered in Scotland (SC418782) and regulated by IPREG.
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