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How Boxing Clever with the Patent Box can mean Money for Nothing 

What bigger boost to innovative UK companies 
could there be than money for nothing? That’s 
what will be in the Patent Box from 1 April 
2013 for UK companies who hold a Qualifying 
patent. But they need to be boxing clever. 
 
Money for Nothing? What’s the Catch?  
 
The publication of the draft Finance Bill 2012 
does not reveal one. Of course it’s money for 
nothing not in the sense of an investment or a 
free loan but in the sense of being a welcome 
relief from HMRC. The effect is nonetheless the 
same and the sums involved could be 
substantial. 
 
If their product is covered by a Qualifying patent, 
a UK company can benefit from a rate of 
corporation tax of only 10% payable on the 
profit from worldwide income generated by the 
product. 
 
It’s a rebate straight to the bottom-line. Money 
for nothing which in the current economic 
climate is hard for a UK company to find. 
 
And who holds the key to unlock the Patent 
Box? You……the tax adviser. In an era of 
relentlessly bad financial news, how nice is it 
for you to be in a position to pass on a good 
news taxation story? Just how valuable to your 
business relationship with the company could 
the key to the Patent Box be? 
 
Bump! 
 
But at this point a glance at the proposed 
legislation might bring you back down to Earth 
with a resounding bump. The prospect of 
another compliance burden is a sobering one. 
Yet there are features of the proposed 
legislation which aim to simplify the calculation 
of Patent Box profit. Specifically the proposed 
legislation refers to the use of a formulaic 
“Residual Profit Split” method to calculate 
Patent Box profit from Qualifying Income. A 
safe harbour provision for smaller claims may 

simplify the calculation further. 
 
But before the “Residual Profit Split” method 
can be put into action and the tax calculation 
can begin, questions arise. Specifically: 
 
 What Qualifying Patents? 
 What Products? 
 What Qualifying Income? 
 
Enough to swiftly answer these questions is a 
simple three-step investigation and a division 
of responsibility between a patent attorney and 
the company. It’s a pre-calculation audit so we 
have called it the Patent Box Audit. 
 
Here is how it works: 

 
If you are looking at this and thinking “that’s 
easy”, you are right. If you are looking at this 
and wondering why a patent attorney needs to 
be involved in STEP ONE, here are some 
answers from us. 
 
SMEs rarely keep up-to-date records of their 
live patents. More often than not the same is 
true of larger corporations. Providing an 
accurate and timely list of Qualifying Patents is 
likely to be beyond their capabilities. We know 
this because companies and service providers 
have been asking us to provide them with the 
same type of information for years. 
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STEP ONE 
Identify the Qualifying Patents 

Patent Attorney 

STEP TWO 
Associate Products with the Qualifying Patents  

The Company 

STEP THREE 
Allocate Worldwide Income to the Products 

The Company 



 

 

What goes into the completion of STEP ONE is 
an understanding of specialist databases. These 
may include in-house, public and/or proprietary 
databases. Such databases are frequently 
convoluted and/or expensive. Access to and an 
understanding of these specialist databases 
and of Patent Office registers is essential. The 
risk associated with limitations inherent in the 
databases need to be understood and clearly 
spelt out. 
 
All of this is familiar territory for a patent 
attorney.  
 
The Patent Box Primer 
 
UDL has gone a step further. We have devised a 
product which offers a stepwise solution to 
completing the Patent Box Audit. We call this 
product the Patent Box Primer. 
 
With STEP ONE completed by UDL, the Patent 
Box Primer is passed to the company for 
completion of STEP TWO and STEP THREE. An 
example of a completed Patent Box Primer 
appears below.  

A completed Patent Box Primer puts you in a 
position to carry out the “Residual Profit Split” 
calculation and determine the tax liability. 
Without it, the calculation of the company’s 
residual profit attributable to Qualifying 
Income cannot be made and the Patent Box 
profit cannot be calculated. 
 
It seems to us that a completed Patent Box 
Primer is an integral part of the toolkit 
necessary to file a tax return. 
 
The Big Idea - The Government’s Plan 
for Growth 
 
The Patent Box is an important part of the 
Government’s commitment to creating a more 
competitive UK tax regime which will drive 
private sector growth. Together with R&D Tax 
Credits, it is at the heart of The Government’s 
Plan for Growth. 
 
"We're committed to putting in place the most 
competitive tax system in the G20 and we 
particularly want to make the UK an attractive 
location for innovative industries. The Patent 
Box and R&D credits help create the best 
possible environment for this." – (David Gauke, 
the Treasury Secretary). 
 
The express aim of the Patent Box is to provide 
an incentive for UK companies to retain and 
commercialise UK patents and to develop new 
innovative products and processes to be 
patented in the UK. The Patent Box is as 
relevant to innovative UK companies who have 
never contemplated patents as it is to regular 
patentees. 
 
“Patents are for Multinationals only” 
 
A common misconception. 
 
These are the facts: 
 
 a fast-tracked UK patent can be taken 
 from application through examination to 
 grant in 1.5 years 
 
 a fast-tracked UK patent can be taken 
 from application through examination to 
 grant for a cost of about £5500. 
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That’s 1.5 years and £5500 to secure a granted 
UK patent and a rate of corporation tax of 10% 
on profits relating to worldwide income. 
 
And a UK Patent can be kept in force for 20 
years (that’s 20 tax rebates!). 
 
Not to mention all the traditional benefits of 
patent protection.  
 
Taking everything into account, it seems to us 
that there are very few innovative companies 
for whom patenting would not fall into the 
category: “no-brainer”. 
 
What needs to be done and when? 
 
UK companies should be looking closely at their 
plans for product or process development. To 
be positioned to take full advantage of the tax 
break in April 2013, they need now to be 
exploring opportunities to patent those 
products or processes. Many of UDL’s regular 
clients are doing precisely that. 
 
UDL – Our Credentials 
 
"We have worked with UDL professionally for 
many years and have a high degree of 
confidence in their ability to look after matters 
for our clients" Bird & Bird Solicitors, London 
 
UDL has been guiding UK companies through 
the patenting process for over 130 years. We 
know what we are talking about. 
 
Patent attorneys at our offices in Leeds, London, 
Cardiff, Newcastle and Milton Keynes are 
advising UK companies that boxing clever with 
the Patent Box can mean money for nothing. 
 
We are showing them how to change their 
patenting strategies to exploit the Patent Box. 
 
We are telling them to talk to the Patent Box 
keyholder – you – about tax planning. 
 
We too would be happy to talk to you. 
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To claim your free 
consultation on the 
Patent Box Audit today,  
please contact: 
 
Garry Stuttard 
Tel: 0113 245 2388 
Email: udl@udl.co.uk 

mailto:udl@udl.co.uk�
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Cardiff 
7th Floor 
Churchill House 
Churchill Way 
Cardiff 
CF10 2HH 
 
Tel: +44 (0) 29 2064 2150 
Fax: +44 (0) 29 2034 0600 
Email: cardiff@udl.co.uk 
 
London 
33 Glasshouse Street  
London 
W1B 5DG 
 
Tel: +44 (0) 20 7667 6640  
Fax: +44 (0) 113 399 9170 
Email: london@udl.co.uk 
 
Leeds 
Tower North Central 
Merrion Way 
Leeds 
LS2 8PA 
 
Tel: +44 (0) 113 245 2388  
Fax: +44 (0) 113 243 0446 
Email: leeds@udl.co.uk 

Milton Keynes 
Midsummer House 
413 Midsummer Boulevard 
Milton Keynes 
MK9 3BN  
 
Tel: +44 (0) 1908 666645 
Fax: +44 (0) 1908 351155 
Email: milton_keynes@udl.co.uk 
 
Newcastle 
Cale Cross House 
156 Pilgrim Street 
Newcastle-Upon-Tyne 
NE1 6SU 
 
Tel: +44 (0) 191 261 8573 
Fax: +44 (0) 191 222 1604 
Email: newcastle@udl.co.uk 
 
 

 
These notes are provided for guidance only. For further information, please visit our website at 
www.udl.co.uk or contact one of our offices:  

Urquhart-Dykes & Lord LLP is a limited liability partnership registered in England & Wales, regulated by the IP Regulation Board. 
Registration no. OC307196. Registered office : Tower North Central, Merrion Way, Leeds GB-LS2 8PA. 
A list of the members' names is available for inspection at the registered office. 
© Urquhart-Dykes & Lord LLP 2011 

Contact Us 

UDL is a leading UK firm of Patent and Trade Mark Attorneys and is independently ranked in the top tier 
in both the Legal 500 and Chambers Guide to The Legal Profession.  
 
UDL represents clients of every size from individuals to multinational corporations. The protection and 
exploitation of innovations and brands is at the core of our business. Our clients benefit from a local 
service which is cost effective, commercially focussed and highly responsive and is supported by the 
resources and expertise of a specialist firm. 
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