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The UK’s new “Qualifying Asset Holding 
Company” tax regime: A need-to-know Q&A 

The UK’s new Qualifying Asset Holding Company (“QAHC”) tax regime, designed to benefit investment 

funds and other institutional investors, will become available starting April 1, 2022. The regime may be 

particularly attractive to investment businesses which have existing substance in the UK, and/or those 

which have investments in the UK. Recent official guidance has clarified some aspects of this new 

regime, although there are open questions as to how some of these rules will be interpreted in the UK, as 

well as how companies within the regime will be perceived by tax authorities in other jurisdictions. 

Q: What is the new regime? 

A: The QAHC regime enables UK tax resident investment holding companies to benefit from a relaxation 

of many of the UK’s more burdensome tax rules. It is electively available to companies that satisfy criteria 

relating to their activity and their owners. The use of a QAHC could be an efficient way to hold UK and 

non-UK investments from both an administrative and tax perspective. 

Q: What are the criteria for eligibility for the QAHC regime? 

A: The key criteria are (i) at least 70% ownership by certain categories of institutional investor (in general 

terms, certain widely-held collective investment schemes and alternative investment funds (AIFs), life 

insurers, sovereign wealth funds, REITs, charities and retirement benefit schemes), (ii) a main activity of 

carrying on an investment business, and (iii) a prohibition on investing in listed securities (other than to 

take an issuer private). 

Q: How is a QAHC taxed in the UK? 

A: A QAHC benefits from a broad exemption from tax on capital gains on investment assets including 

equities, equity derivatives and real estate (excluding UK real estate and related assets), and is entitled to 

a broad exemption for most kinds of dividend income as well as for non-UK real estate income taxed 

outside the UK. Although there is no exemption for interest income, debt can also potentially be held in a 

tax efficient manner as a QAHC can be financed with debt, from a shareholder or otherwise,  generating 

offsetting deductions (which are specifically permitted for QAHCs even if the interest on the debt is 

calculated on income- or profit-tracking terms), subject to the UK taxation of a margin commensurate with 

OECD transfer pricing principles. 

Q. Is a QAHC required to withhold tax from payments of interest and dividends? 

A: No, a QAHC is specifically exempted from any requirement to withhold UK tax from payments of 

interest income, and the UK does not apply withholding tax to dividends. 
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Q: Can a QAHC benefit from treaty relief when investing into non-UK jurisdictions? 

A: Crucially, and notwithstanding its targeted exemptions, as a UK resident company, a QAHC is in 

principle entitled to the benefits of the UK’s bilateral double tax treaties (subject to the other conditions of 

relief being satisfied). Of course, recognition of treaty benefits by jurisdictions of source may also be 

dependent on the satisfaction of more subjective beneficial ownership, substance and principal purpose 

tests. 

Q: What is the downside? 

A: Making the election to enter the regime carries certain additional administrative burdens and an 

obligation to monitor the ongoing eligibility of the company for the benefits of QAHC status. A QAHC must 

provide the tax authorities with an annual valuation of its assets, amongst other information. All UK 

incorporated companies must prepare and file annual audited accounts which are accessible to the 

public. UK company law applies to UK incorporated QAHCs, which requires reasonably restrictive capital 

maintenance rules and procedures to be considered on any return of capital. However, it is possible for a 

non-UK incorporated company, which may be subject to a company law regime which is less onerous 

than the UK’s, to become UK tax resident and elect for QAHC status, although that may still require some 

compliance with UK company law. 

Q: Is there any adverse tax impact to UK resident stakeholders of a QAHC? 

A: In order to make the use of QAHCs appealing to UK based sponsors and other investors that have UK 

tax residents participating in the returns of the QAHC, various technical provisions apply which are 

designed to ensure that the use of a UK QAHC (as opposed to a non-UK holding entity) in an investment 

structure should not have adverse UK tax consequences for UK tax resident managers or investors, 

including individuals who are UK resident but non-UK domiciled. Of particular note, for non-UK domiciled 

individuals who may currently only be subject to UK taxes on non-UK source income and gains to the 

extent they are remitted to the UK, a key measure of the QAHC regime preserves the non-UK source 

character of underlying non-UK income and gains distributed through a UK QAHC. 

Q: Any other concerns? 

A: If a company’s business includes “trading” activity to a substantial extent, then it cannot benefit from 

the regime. Usually the categorisation of an activity as “trading” or “non-trading” for UK tax purposes is 

reasonably clear-cut, but there are grey areas, in particular in relation to loan origination and also 

distressed debt investing. The need for an arm’s-length profit to be taxed in a QAHC may also create an 

administrative burden in establishing an appropriate return where base eroding strategies are utilized, 

although in principle this would also be true in jurisdictions like Luxembourg or Ireland where investment 

holding companies are frequently utilized. There had been hope that official guidance on the regime 

would help clarify and simplify the positions with regard to “trading” and the margin, but unfortunately that 

has not yet been the case. It is helpful, however, that HM Revenue & Customs have established a 

dedicated QAHC team, with a published e-mail address and phone number, available to discuss the 

scope of the regime with interested businesses. 

Q: Who might use the new regime? 

A: Fund sponsors and others in the business of investing who have existing UK-based substance should 

give serious consideration to the use of QAHCs to hold international assets in their investment fund 
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structures. The prospect of establishing tax efficient UK holding companies which can benefit from 

existing in-house local UK substance could be attractive, enabling the creation of cost-effective asset 

holding entities with strong claims to cross border tax treaty reliefs. There may be a particularly strong 

case for the use of UK QAHCs as subsidiaries of UK domiciled funds. UK QAHCs may also be worthy of 

consideration as potential subsidiaries of non-UK domiciled funds, although in those circumstances the 

use of UK QAHCs would need to be carefully considered in the wider context of the fund’s non-UK 

domicile and the potential impact of the “principal purpose” anti-tax avoidance test (which now, as a result 

of BEPS, appears in many of the UK’s tax treaties) on the QAHC’s eligibility for cross-border treaty relief. 

The anticipated implementation of ATAD 3, the EU’s proposed anti-shell company directive expected to 

introduce heightened substance requirements for EU-based companies, may drive particular interest in 

UK QAHCs. Although the EU has indicated that it will propose an additional measure to also target non-

EU “shell” companies this year, businesses with existing UK substance may find that combining that 

substance with the new QAHC regime is an attractive proposition for the creation of a vehicle for 

international investment. 

QAHCs are also likely to be particularly beneficial to investors into UK assets, enabling the payment of 

both dividends and interest proceeds out of the UK withholding tax-free without the need, as is currently 

often the case, to use a technical bond listing to access the Quoted Eurobond exemption from withholding 

tax on payments of interest. 

* * * 
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This memorandum is not intended to provide legal advice, and no legal or business decision should be 

based on its contents. If you have any questions about the contents of this memorandum, please call your 

regular Fried Frank contact or an attorney listed below: 
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Christopher Roman +1.212.859.8985 christopher.roman@friedfrank.com 

Kenneth Rosenfeld +1.212.859.8034 kenneth.rosenfeld@friedfrank.com 

Jason Schwartz +1.202.639.7277 jason.schwartz@friedfrank.com 

David I. Shapiro +1.212.859.8039 david.shapiro@friedfrank.com 

Nick Thornton +44.20.7972.9220 nick.thornton@friedfrank.com 

Eli Weiss +1.212.859.8855 eli.weiss@friedfrank.com 

Richard A. Wolfe +1.212.859.8922 richard.wolfe@friedfrank.com 

Libin Zhang +1.212.859.8983 libin.zhang@friedfrank.com 

*Ms. Gänsler is not admitted to practice law. 

https://www.friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/ikmjt0uvei3g/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUU8DGPsOA$
mailto:michael.alter@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/7zui8y1mbzqs8qg/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUWREweprw$
mailto:robert.cassanos@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/pkciagvkdxk2xw/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUV_haJ3jA$
mailto:cameron.cosby@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/xjksrga2eaki8qq/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUUcWImblw$
mailto:joseph.fox@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/fy0yw4woprjddg/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUUHJsL7pA$
mailto:katrin.gaensler@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/yi02erkkvxbtida/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUXlyB9UYg$
mailto:michelle.gold@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/qkome06x6aqwoa/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUXVmuzYmw$
mailto:shane.hoffmann@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/mgk2ftphztc0alg/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUUqjPg2kQ$
mailto:alan.kaden@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/0m7kidifzx7q/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUUJqHDRPQ$
mailto:colin.kelly@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/hhks6q59mqtakw/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUWfHB2FbA$
mailto:vivian.ouyang@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/2u6zkpnbvvpfa/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUU6aIx2pg$
mailto:andrew.penman@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/laeqxflkyy0rx4g/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUUO_6P--A$
mailto:christopher.roman@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/4zuks1mpfi3k1rw/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUUqfLI8gA$
mailto:kenneth.rosenfeld@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/9eopkb9cauzkfw/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUXDJCP-eA$
mailto:jason.schwartz@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/h4ukmfelfqxduiw/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUXn3dCUFA$
mailto:david.shapiro@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/zykkkpodv4hwixq/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUUVJ9SIXg$
mailto:nick.thornton@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/ywkrmjiq65kuuq/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUVysRXOUw$
mailto:eli.weiss@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/pdkiwb8mourokeg/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUUJR93NeQ$
mailto:richard.wolfe@friedfrank.com
https://urldefense.com/v3/__https:/sites-friedfrank.vuture.net/e/eae6qn6ttq40tgg/8785e556-625a-4a3a-bbac-eadd5d08dbb0__;!!Po8CZyEaWRY!PbAKY7Sqi2kLPJxFW-EFoBzMKw5oxHA9GM6qIs-VlQXqjG_qfafewML2eo_ijUWWKi4m_g$
mailto:libin.zhang@friedfrank.com

