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Executive Summary

The Australian Regenerative Medicine Institute (ARMI), located at the Clayton Campus of Monash
University, is a global leader in regenerative medicine research and development (R&D). ARMI’s mission is
to engage across the entire value chain — from discovery to manufacturing to the clinic — to deliver
innovative advanced therapies that transform health in Australia.

ARMI welcomes the introduction of the Innovative Business CGT Concession as an essential safeguard for
the high-risk, high-growth sectors — especially biotech and academic spinouts — that fuel Australia’s
economic productivity.

It acts as a safeguard for high-risk, high-growth. This targeted reform is particularly critical for the biotech
sector, including spinouts from academic research, where the proposed general shift to cost base
indexation would otherwise disproportionately tax the significant gains generated from our industry's
characteristically low or zero cost bases

ARMI provides specific recommendations to align the concession with the longer, regulated
commercialisation cycles of life sciences. We provide this submission to ensure the final eligibility criteria —
including age limits and holding periods — are aligned with the long and regulated commercialisation
lifecycles of life sciences innovators.

1. Does the proposed Innovative Business CGT Concession provide an appropriate arrangement to
support investment in innovative startup businesses?

¢ The Innovative Business CGT Concession is a critical safeguard for innovative startups, including
academic spinout companies. Without this, the shift to indexation would disproportionately tax the
gains they generate from a low or zero cost base.

e The 50% CGT discount for eligible shares will ensure the tax system continues to reward the high-
risk innovative activity essential for our sector’s growth.

e This concession complements existing policies like the Research and Development Tax Incentive,
which provides the cash flow needed during the early years.

2. Does the 10-year age limit and turnover threshold of $50 million appropriately target small innovative
start-ups?

e The S50 million turnover cap is a reasonable benchmark, aligning with existing employee share
scheme concessions, and it captures the majority of Australia’s startup ecosystem.

e While the first 10 years are the riskiest for many startups, they often need even longer for
sustainable growth since the path to commercialisation can be long.

3. What eligibility criteria for a longer 15-year age limit would be appropriate for firms in sectors such as
biotech, medtech and deep tech?
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o Eligibility should be tied to the regulatory requirements inherent in our industry, specifically the
pursuit of clinical trials or TGA/FDA approvals.

e We propose that the 15-year extension apply to startups with clearly defined deep tech or life
sciences work as their primary activity.

¢ We recommend the Government relax the public listing disqualification for biotech firms in their
first 15 years since public listing is often necessary to attract Series B and C funding.

4. Are the proposed innovation principles appropriate and workable?

e Adopting the principles from the Early-Stage Investment Company tax incentive scheme, such as a
genuine focus on commercialisation and high-growth potential, will provide greater consistency.

e The requirement for start-ups to maintain records like business plans and commercialisation
strategies is standard practice and an appropriate integrity measure.

¢ We strongly support the option for startups to seek a legally-binding finding from the Department
of Industry, Science and Resources regarding their status as an innovative business so they can
provide investors with the certainty they need to commit capital.

5. Is the five-year minimum holding period appropriate to be consistent with a long investment horizon?

e A minimum holding period of five continuous years aligns with the investment horizons and patient
capital required for biotech development.

e This will ensure the concession is targeted toward genuine early-stage participants, including
founders and employees.

e By requiring a longer commitment than the Early-Stage Investment Company (12 months) or
Employee Share Scheme (3 years) schemes, the concession reinforces a culture of long-term
partnership within the innovation ecosystem.

6. Does a $10 million lifetime cap appropriately balance support for investment with the need for
concessions to be well-targeted and proportionate?

e The $10 million cap ensures the concession remains targeted at startups.

e The exclusion of other concessions from this cap also allows investors to support startups without
sacrificing their ability to access other tax schemes.

7. Are the proposed transition arrangements for shares in startups issued before 30 June 2027
appropriate and workable?

e Allowing gains made up to June 2027 to retain the 50% discount protects a startup’s existing
investor base.

e The ability for shares in eligible startups to qualify for the Innovative Business CGT Concession from
July 2027 supports a fair and equitable transition for existing firms.
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