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Re: Capital gains tax reforms — arrangements for innovative start-ups (consultation paper, 18 June
2026)

The Digital Economy Council of Australia (DECA) is the nation’s peak industry body for blockchain,
digital assets, artificial intelligence and the broader digital economy. We welcome the opportunity to
respond to the proposed Innovative Business CGT Concession (IBCC). This submission draws on an
industry roundtable convened during DECON 2026 (Sheraton Grand Sydney Hyde Park, 15 June
2026), which brought together Australian digital asset exchanges, internationally active technology
and crypto law firms, blockchain infrastructure founders, venture capital and university researchers.

Overall position

DECA supports the Government’s decision to consult on how the CGT reforms apply to start-ups, and
we welcome the design choices that already address concerns raised by our members. In particular,
we note that the IBCC extends beyond passive investors to founders, employee share scheme and
option plan participants, early stage investors and the general partners of eligible venture capital
funds. That breadth is important. The competitiveness problem facing Australia’s digital economy is
fundamentally about retaining founders and talent, not only about rewarding outside capital, and a
concession confined to investors would not have met it.

We also support anchoring the IBCC to existing, administered frameworks (the ESS start-up
concession, the ESIC innovation principles and the venture capital regime) rather than building a new
test from scratch. This is the most achievable path to a workable concession before 1 July 2027.

Our central message is that the value of the IBCC for the digital economy will be determined by a
small number of design questions. Left unaddressed, the concession risks repeating a recurring
problem our members face: incentives that are sound in principle but that digital asset and
blockchain businesses cannot, in practice, access. The roundtable returned to this point repeatedly,
including in relation to the existing ESIC program. Our recommendations are set out below, organised
against the consultation questions.

The competitiveness context

Participants across the roundtable described a market in which capital and founders are already,
today, weighing relocation to lower-tax and more investment-rich jurisdictions, principally Singapore
(17 per cent headline company rate), Indonesia, and the United Arab Emirates and other zero-CGT
centres. Established Australian operators reported that, had the proposed settings applied at their
founding, their domestic businesses would not have been viable. One Australian fund manager
reported only redemptions and no new subscriptions to its local unit trusts since the Budget
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announcement. The consistent theme was not that founders will leave, but that the next cohort may
never start here.

This matters because the upside is large and quantified. DECA’s modelling, drawing on the Digital
Finance Cooperative Research Centre, identifies an opportunity of the order of $24 billion a year
from tokenised markets, payments and digital asset activity. The question the Government’s own
paper poses, whether Australia wants the firms building these technologies to be headquartered
here, is the right one. A well-targeted IBCC is part of the answer.

Eligibility and innovation criteria (consultation questions 1 and 4)

The venture capital “finance” exclusion must not capture digital asset technology businesses

This is DECA’s most important point. The paper proposes to exclude gains on shares in companies
whose predominant activity is excluded for R&D or venture capital purposes, and the Venture Capital
Act 2002 excludes “finance (other than when developing technology for use in finance).”

Read narrowly, that exclusion could remove from the IBCC precisely the businesses DECA represents:
digital asset exchanges, custody providers, payments and stablecoin infrastructure, tokenisation
platforms and on-chain market infrastructure. These are technology businesses. They build novel
cryptographic, settlement and custody systems, and they sit squarely within the “developing
technology for use in finance” carve-in. If they are instead characterised as “finance” and excluded,
the concession will deliver little to Australia’s digital economy, and will reproduce the exact gap our
members already encounter with ESIC, where there is no clear path for digital asset businesses to
qualify.

Recommendation 1. Confirm in the legislation and explanatory materials that businesses developing
digital asset and blockchain technology are within scope, and that the venture capital “finance”
exclusion is read to preserve eligibility for firms building the underlying technology (including
exchange, custody, payments, stablecoin, tokenisation and settlement technology), rather than
excluding them as financial services.

Provide up-front certainty through the Department of Industry registration pathway

The paper raises, as an option, allowing start-ups to register with or seek a legally binding finding
from the Department of Industry, Science and Resources against the innovation principles. DECA
strongly supports making this a standing, low-cost option rather than an afterthought. Founders in
this sector make domicile decisions early and quickly. The roundtable heard that founders
increasingly assess agreements in minutes, and a perceived risk that the concession “might not apply
to us” is enough to push the decision offshore. A binding finding removes that risk and is more
valuable to a digital asset founder than a marginally larger benefit that is uncertain.

Recommendation 2. Make a binding eligibility finding from the Department of Industry, Science and
Resources a permanent, accessible and low-cost option, so that innovative digital asset start-ups and
their investors and employees have certainty against the innovation principles at the time equity is
issued.

Age and turnover thresholds (consultation question 2)
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The 10-year age limit and $50 million turnover cap are reasonable and align with the existing ESS
start-up concession. We do, however, flag two measurement issues specific to digital businesses.

First, turnover is a weak proxy for maturity in this sector. A digital asset exchange or payments
business can record high gross transaction values while remaining capital-light, pre-profit and
genuinely early stage. Measuring “turnover” on gross or custodial flows, rather than net revenue
retained by the business, would exclude firms that are exactly the intended beneficiaries. Second, a
single turnover gate can disqualify a fast-scaling but still nascent innovator that a gross-asset or
capital-raised test would correctly include.

Recommendation 3. Clarify that turnover is measured on net revenue retained by the business, not
gross or custodial transaction flows, and provide an alternative gross-asset or capital-raised eligibility
test alongside the turnover cap so that capital-light, fast-revenue digital businesses are not excluded
while still genuinely early stage.

Extending the age limit to 15 years (consultation question 3)

DECA supports extending the age limit to 15 years for sectors that take longer to commercialise, and
we welcome the paper’s statement that the Government will consider this for deep tech as well as
biotech and medtech. Several roundtable participants are building deep technology with multi-year
horizons: distributed-ledger settlement systems, high-throughput consensus infrastructure,
zero-knowledge and cryptographic verification, and automated on-chain market infrastructure.
These are not quick builds, and they are not “ChatGPT coding,” as one founder put it.

The challenge the paper identifies, defining and justifying deep tech, has a ready answer. The
Research and Development Tax Incentive already registers and assesses genuine R&D, and the
Budget itself extends the refundable R&DTI offset to a 10-year horizon. R&DTI registration history is
therefore an objective, already-administered marker of sustained deep-tech activity, and it avoids
creating a new and contestable definition.

Recommendation 4. Extend the 15-year age limit to deep tech, and use Research and Development
Tax Incentive registration history as the objective evidence gate. Confirm that blockchain,
distributed-systems, cryptography and zero-knowledge research qualify as deep tech for this
purpose.

Minimum holding period (consultation question 5)

The proposed five-year holding period is appropriate and internationally consistent, broadly aligning
with the United States Qualified Small Business Stock regime. DECA supports it as an integrity
measure.

We raise one interaction. The IBCC applies to employee participants whose interests “qualify for tax
on capital account.” For employees, that capital-account treatment runs through the ESS start-up
concession, which carries its own three-year holding requirement. Start-ups in our sector rely heavily
on equity and options to attract talent on reduced cash salary, and the worst outcome for an
employee is a “dry” income tax event at vesting, that is, tax on paper value before any liquidity exists.
The two regimes should mesh cleanly so that an employee who takes equity in good faith is not

Page 3



Digital Economy Council of Australia

taxed on income at vesting and then required to satisfy a separate, longer holding period before any
capital concession is available.

Recommendation 5. Harmonise the IBCC five-year holding period with the ESS start-up concession
so that employee participants move cleanly onto capital account without a dry income tax event at
vesting, and confirm how the two holding periods interact.

Lifetime cap (consultation question 6)

The $10 million lifetime cap on gross gains (a maximum benefit of $2.4 million) is modest by
international comparison. The United States Qualified Small Business Stock regime caps the exclusion
at the greater of approximately US$15 million or ten times the investor’s cost base. The economic
rationale for the IBCC, as the paper states, is the spillover and “founder factory” effect, in which
successful founders reinvest capital and experience into the next generation of companies. That
effect is driven by the rare, power-law outcome, which is exactly where a $10 million gross cap binds
soonest and blunts the incentive.

Recommendation 6. Index the $10 million lifetime cap, and provide either a higher cap or a “ten
times cost base” alternative for founders, to preserve the reinvestment effect the concession is
designed to create. Confirm the cap applies per individual.

Transitional arrangements (consultation question 7)

DECA supports grandfathering eligible shares issued before 1 July 2027. We make two points on
workability.

First, timing. The reform is already changing behaviour, well before commencement. Founders are
pausing first-cheque decisions, investors are redeeming, and relocation is being actively planned for
the 2027 reset. Early and clear administrative guidance is therefore not a convenience, it is what
determines whether founders make irreversible offshore decisions in the interim. Ordinary start-up
restructures (for example, the common reorganisation of a holding structure) should not strip
transitional eligibility.

Second, trusts. Founders in this sector commonly hold equity through discretionary or fixed trusts for
legitimate asset-protection reasons, not for tax avoidance. The interaction between the IBCC and the
separately announced minimum tax on trust distributions needs to be confirmed, so that founders
who hold through ordinary trust structures are not effectively shut out of a concession that is meant
to reach them.

Recommendation 7. Confirm that ordinary start-up restructures do not strip transitional eligibility,
publish administrative guidance and the final design well before 1 July 2027, and clarify how the IBCC
interacts with equity held through discretionary and fixed trusts and with the separately announced
minimum tax on trust distributions.

A further issue: token-based participation

The IBCC is built around shares and options. In a significant part of the digital economy, founders and
employees take their upside in tokens rather than equity, and those tokens are frequently issued by
an associated entity established offshore. The result is that some of the most innovative
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Australian-operated businesses, and the Australians building them, fall outside an equity-based
concession entirely. DECA recognises this is complex and raises integrity questions, and we do not
propose a specific mechanism here. We do ask that it be picked up as a forward work item, because
a concession that cannot reach token-based participation will miss a large share of the sector it is
intended to support.

Recommendation 8. As a forward work item, consider how genuinely Australian-operated innovative
businesses that remunerate founders and employees through tokens, rather than shares, can access
equivalent treatment. DECA would welcome the opportunity to contribute to that work.

Summary of recommendations

1. Confirm that digital asset and blockchain technology businesses are within scope, and that the
venture capital “finance” exclusion preserves eligibility for firms building the underlying
technology.

2. Make a binding eligibility finding from the Department of Industry, Science and Resources a
permanent, accessible and low-cost option, giving founders and investors certainty against the
innovation principles.

3. Measure turnover on net revenue, not gross or custodial flows, and add a gross-asset or
capital-raised alternative to the turnover cap.

4. Extend the 15-year age limit to deep tech, using R&DTI registration history as the evidence
gate, and confirm blockchain and cryptography research qualifies.

5. Harmonise the five-year holding period with the ESS start-up concession to avoid a dry income
tax event for employees at vesting.

6. Index the $10 million lifetime cap and provide a higher cap or ten-times-cost-base alternative
for founders; confirm it applies per individual.

7. Confirm that ordinary restructures do not strip transitional eligibility, publish guidance well
before 1 July 2027, and clarify the trust interactions.

8. Treat token-based participation as a forward work item so the concession can reach how value
actually accrues in this sector.

Closing

DECA welcomes the IBCC and the consultative approach the Government has taken. With the
refinements above, particularly clarity that digital asset and blockchain technology businesses are in
scope, the concession can meaningfully improve Australia’s ability to start and keep innovative
companies here. We would value the opportunity to discuss this submission, and through our
membership and university partners we can provide further industry and research input as the
design is finalised.

Yours sincerely,
Amy-Rose Goodey

Chief Executive Officer
Digital Economy Council of Australia
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