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The UK Asset Holding Company (AHC) regime will be introduced from 1 April 2022 in order to provide a 
simplified basis of taxation for the holding companies of alternative investment funds (funds). This is part of 
a wider reform of the corporation tax regime for funds which aims to allow taxpayers to align their legal 
structures with the operational substance based commonly in London.  

On 4 November 2021, the most recent draft of the proposed AHC legislation was released as part of 
Finance Bill 2021-22 with a series of welcome simplifications that reflect the feedback of taxpayers, 
industry groups, EY and other firms.  

Summarised below are the aims of the regime, an overview of its key aspects, and the various benefits it 
offers. 

What does the AHC regime seek to achieve?  

The aim of this regime is to encourage funds to co-locate their legal holding structures with their existing 
operational substance in the UK.  

The AHC regime looks to achieve this by reforming the UK corporation tax regime for holding companies to 
remove historic areas of complexity and bring it into line with peer jurisdictions commonly used by the 
funds sector. With many funds having significant economic nexus in the UK, often in the form of highly 
skilled investment professionals, the UK Government is hoping to attract a higher proportion of funds to use 
UK holding companies as well as alleviating pressure to move UK-based roles to the location of current 
industry standard holding countries.  

The new regime offers the funds sector the scope for efficiency gains in co-locating legal and operational 
substance in a single country, access to talent benefits and operational costs reduction.  Developments in 
international tax treaty law means that the new regime may also de-risk post-tax returns in some investee 
countries/asset classes. 
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The AHC reform forms part of a broader review by the UK Treasury of the UK’s taxation of the funds sector 
and reflects an ongoing appetite to simplify the tax compliance position for taxpayers including, for 
example: 

• Changes to the anti-hybrid rules earlier this year, simplifying the position for transparent funds 

• Changes to be made to facilitate the use by UK companies of deal contingent foreign exchange hedging 

• The ongoing consultation on the tax treatment of UK fund vehicles 

Who are the rules most relevant for?  

The regime seeks to capture the vast majority of the funds sector and will specifically be relevant for private 
equity, infrastructure, credit and real estate assets held by alternative investment funds. 

The rules will also apply to sovereign wealth funds, domestic and international pension schemes, UK and 
Overseas REITs and/or long-term insurance funds.  

When will it take effect?  

The rules will take effect from 1 April 2022. 

The regime is elective and a decision to enter into the regime will need to be made and documented by 
qualifying companies in order for it to be valid.  

What are the benefits of being in the regime?  

If a UK tax resident company meets the conditions to be a Qualifying AHC and has elected to be so, it will be 
able to benefit from a variety of tax exemptions and simplifications. Together, these provisions ensure there 
should be no incremental taxation on yield earned beyond the taxation in the investee territory and the final 
taxation borne by investors. 

In particular, the following changes have been introduced: 

• A simplified gains exemption that applies without the any requirements in relation to the trading status 
of the underlying investment, holding period or ownership percentage 

• An ability to return funds to investors in capital form for UK tax purposes and without incurring stamp 
duty  

• A complete exemption from UK interest withholding tax on both third party and shareholder debt 

All alongside an existing territorial tax system that features no dividend withholding tax under domestic law, 
a broad distribution exemption, the world’s most comprehensive Double Tax Treaty network and one of the 
largest networks of bilateral investment treaties. 

Outside of tax, the regime also allows for taxpayers to evaluate whether onshoring their holding activities 
may reduce operating costs and provide operational simplification given the existing operations that many 
already have in the UK and the availability of talent in London and the wider UK market.  
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What are the key takeaways that businesses should be considering now? 

The introduction of the UK AHC regime is a welcome simplification to existing tax rules that will accelerate a 
trend that was already in motion to use UK holding company structures where possible.  

EY have previously assisted with the first UK asset holding company migration projects in both the 
institutional and private equity fund sectors.  Based on these experiences we recommend: 

1. Businesses evaluate whether existing and new funds are eligible for the regime and satisfy the entry 
criteria based on historic deal precedents. Although we expect most market participants should qualify, 
the diversity of the investment fund sector means that this is an important point of diligence. 

2. For those considering the use of a UK AHC for existing investments: 

a. Businesses should first critically evaluate the level of inherent risk in existing structures given 
recent case law and the potential impact on IRR from foreseeable source-country tax 
controversy 

b. Assess whether a transition to a UK structure impacts that evaluation 

c. Evaluate whether this transition can be done without incurring a dry-tax charge 

In our experience a restructuring to enter the regime could take a variety of forms and, in the majority 
of cases, can be undertaken without incurring any dry-tax cost. 

3. For those launching new funds, we recommend they evaluate whether this reform creates an 
opportunity to establish a UK holding platform and evaluate the relative costs and benefits against 
their historic approach. 

4. In relation to both existing and new funds/investments, evaluate whether, given existing operational 
activity in the UK, a master holding company structure (rather than deal-by-deal SPV) offers the best 
approach to demonstrate to tax authorities the existing operational substance in the UK. 

We believe that some funds will migrate existing holding platforms into the UK, some will continue to use 
non-UK platforms, and some will use the UK for new funds and/or new investments but leave existing 
funds/investments ‘as/is’.  In most cases it will be valuable to analyse the cost vs. benefits of these broad 
approaches. 
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Appendix: Overview of the conditions to be met in order to access the regime 
 

Whilst the conditions to be met are detailed, we have set out a high-level summary below. Please get in 
touch if you would like to discuss further or understand more of the detail.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
A UK tax resident company is a QAHC if it meets the following criteria (and has elected into the regime):  
 

• It is owned at least 70% by eligible investors. An eligible investor is, broadly, a widely-held collective 
investment scheme or alternative investment fund, or a long-term insurance business, Sovereign 
Wealth Fund, UK or overseas REIT, UK-property rich CIV, UK or non-UK pension scheme or charity  

• It meets the activity condition. This requires that its main activity is carrying on an investment 
business and any other activities it carries on are ancillary to that main business and are not carried 
on to a substantial extent 

• It meets the investment strategy condition. This requires that the company’s investment strategy does 
not involve the acquisition of listed equity securities (outside of an IPO or public-to-private 
transaction) 

 
In addition, the UK AHC must not be a UK REIT or listed or traded on a recognised stock exchange or 
similar.  
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EY Building a better working world 

EY exists to build a better working world, 
helping to create long-term value for clients, 
people and society and build trust in the capital 
markets. 

Enabled by data and technology, diverse EY 
teams in over 150 countries provide trust 
through assurance and help clients grow, 
transform and operate. 

Working across assurance, consulting, law, 
strategy, tax and transactions, EY teams ask 
better questions to find new answers for the 
complex issues facing our world today. 

EY refers to the global organisation, and may refer to 
one or more, of the member firms of Ernst & Young 
Global Limited, each of which is a separate legal 
entity. Ernst & Young Global Limited, a UK company 
limited by guarantee, does not provide services to 
clients. Information about how EY collects and uses 
personal data and a description of the rights 
individuals have under data protection legislation are 
available via ey.com/privacy.  

EY member firms do not practice law where 
prohibited by local laws. For more information about 
our organisation, please visit ey.com. 

The UK firm Ernst & Young LLP is a limited liability 
partnership registered in England and Wales with 
registered number OC300001 and is a member firm 
of Ernst & Young Global Limited. 

© 2021 Ernst & Young LLP. Published in the UK. 
All Rights Reserved. 

EYG/OC/FEA no. 

 

ED None 

Information in this publication is intended to provide only a 
general outline of the subjects covered. It should neither be 
regarded as comprehensive nor sufficient for making 
decisions, nor should it be used in place of professional advice. 
Ernst & Young LLP accepts no responsibility for any loss 
arising from any action taken or not taken by anyone using this 
material. 
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Further information 

If you have any questions or would like to understand more about the 
regime and the benefits it may bring to you, please get in touch with one 
of the following EY contacts:  

Alex Christoforou achristoforou@uk.ey.com   0121 535 2922 

Matthew Mealey mmealey@uk.ey.com   020 7951 0739 

Mark Boyle mboyle@uk.ey.com    020 7951 2626 

Stuart Sinclair stuart.sinclair@uk.ey.com    020 3523 4422 

Nina Maddows nmaddows@uk.ey.com    020 7951 6261 

Fiona Thomson fthomson@uk.ey.com     020 7951 3913 

Tom Lobb tlobb@uk.ey.com    020 7806 9683 

Alice Wood awood1@uk.ey.com    020 7951 7191 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

For all the latest Budget developments, visit our dedicated webpage 
EY | UK Budget | EY UK 
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