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Patent Box 

• In the 2021-22 Budget, the Government announced that it will introduce a patent box for 
medical and biotechnology innovations. The patent box will tax profits derived from 
Australian developed medical and biotechnology patents at a 17 per cent effective 
concessional corporate tax rate, with the concession applying from income years starting on 
or after 1 July 2022.  

• The detailed design of the patent box will be settled following consultation with industry. The 
Government will also consult closely with industry to determine whether a patent box is an 
effective way of supporting the clean energy sector.  

– The Government will release a discussion paper shortly to allow time for Treasury and 
industry to work through the design considerations. 
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• The patent box will compliment other government support for innovative businesses, such as 
the Research and Development Tax Incentive. 

• The measure is estimated to decrease the underlying cash balance by $206.4 million over the 
forward estimates period. 

 Policy Commitments 

• The Government is supporting businesses to invest, grow and create more jobs by providing 
significant temporary tax incentives for businesses to invest.  

• The Government is encouraging companies to invest in, and retain, Australian medical and 
biotechnology innovations by introducing a patent box. 

• The Australian Government is empowering businesses to grow investment in digital 
technologies. 
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Background – Patent box: Tax concession for medical and biotechnology innovations 

• Patent income is highly mobile and other countries actively target it with lower tax rates, 
meaning Australian-developed innovations can be offshored for tax purposes. 

• By taxing income from certain patented innovations at a more internationally competitive 
rate, the patent box will reduce offshoring and make Australia a more attractive location for 
research and development. 

– Australia already has an extremely supportive Research and Development Tax Incentive 
to support industries to do R&D in Australia.  The patent box measure focuses on the 
commercialisation stage and provides a competitive tax rate for this stage of innovation.  

• Australia will join over twenty countries who currently have patent boxes, including the UK 
and France. 

• The Government has heard a strong case for a patent box from the medical and biotechnology 
technology sectors, who have indicated a patent box would lead to more of the patents being 
developed in this sector being retained and exploited in Australia rather than overseas.  

– The Government is also consulting on whether a patent box could provide effective 
support to the clean energy sector. 

• The government will follow the OECD’s guidelines on patent box regimes to ensure the 
patent box meets internationally accepted standards. 

– In 2015 the OECD agreed guidelines for patent boxes to prevent them from being 
harmful tax practices. The guidelines require that the companies conduct research and 
development in Australia in order to be eligible. Where this only a partly occurs in 
Australia, a proportionate fraction of the income would be eligible. 

• Patent boxes have been implemented all around the world in various forms. This reflects 
variation in intellectual property regulatory frameworks and commercial practices between 
countries. However, the Government has taken some high level decisions. 

– A 17 per cent rate, which is a substantial (13 percentage point) reduction on the top 
corporate rate (and an 8 percentage point reduction from the small and medium business 
corporate rate).  

– Income earned from standard patents applied for after budget night will benefit from the 
lower rate.  
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Costings 

Patent Box: Tax concession for medical and biotechnology innovations (impact on underlying cash 
balance) 

($m) UCB 2021-22 2022-23 2023-24 2024-25 Total 

Patent box – receipts - - -100.0 -100.0 -200.0 

Patent box – ATO 
funding -1.3 -2.7 -1.2 -1.2 -6.4 
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