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To whom it may concern,
Submission to the Capital gains tax reforms — arrangements for innovative start-ups Consultation paper

Universities Australia (UA), on behalf of Australia’s 38 comprehensive universities, appreciates the
opportunity to respond to the Capital gains tax reforms — arrangements for innovative start-ups
discussion paper. Australia’s universities are central to the nation’s startup ecosystem. They generate
new ideas and technologies, equip students with the skills and knowledge to become entrepreneurs
and provide the infrastructure, expertise and support needed to turn research into new products, jobs,
companies and industries.

UA welcomes the government’s proposed capital gains tax concession for innovative startups. Startups
are inherently high-risk ventures, often requiring significant investment over long periods before
returns are realised. Tax settings should encourage investors to take those risks and back Australian
ideas. The broader capital gains tax reforms announced in the 2026-27 federal budget risked
weakening those incentives and directing investment away from Australian startups. This would run
counter to the findings of the Ambitious Australia: Strategic Examination of Research and Development
final report, which identified the need to strengthen the pipeline between research and
commercialisation.

The proposed concession is therefore a welcome and important step. However, its design must reflect
how innovative businesses operate in practice, particularly university spinouts and research-intensive
ventures. UA is concerned that the proposed arrangements may not fully offset the disincentives
created by the broader reforms and could add complexity and uncertainty for founders and investors.
Tax outcomes would depend on when equity is issued, whether a company satisfies the innovation test
and whether it remains within the relevant age and turnover thresholds. If the tax treatment of a
successful investment is less attractive or difficult to predict, investors may be less willing to commit
capital to high-risk ventures.

The proposed $10 million lifetime cap per individual may also fail to reflect the capital requirements
and risk profile of research-intensive and science-based businesses. Many of these ventures require
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substantial investment across multiple funding rounds and extended development periods before they
can reach commercialisation. A cap that is too low risks discouraging investment in the very businesses
with the greatest potential to create new industries, high-skilled jobs and long-term economic value.
Similarly, the proposed 10-year eligibility period may not align with the longer development cycles of
many university spinouts, particularly in deep technology and other research-intensive sectors.
Support should not fall away just as these businesses begin to scale or approach commercialisation.

These issues are particularly important in the context the impending cessation of funding for the
Trailblazer Universities Program and the repurposing of funding from Australia’s Economic Accelerator.
Programs such as these bring universities, industry and government together to translate publicly
funded research into commercial outcomes, attract private investment and support the creation and
growth of new ventures. Australia should be strengthening these partnerships and the broader
research and development pipeline, not weakening them.

Australia’s future prosperity depends on our ability to turn world-class research into high-impact,
globally competitive businesses. Tax settings should support long-term, productive risk-taking and
encourage capital to remain in Australia across the full journey from startup to scale-up. UA urges the
Treasury to work closely with the university sector to ensure the final arrangements are clear,
competitive and fit for purpose. We would welcome further engagement through the consultation
process.

Yours sincerely

Luke Sheehy
Chief Executive Officer, Universities Australi




