
 

 

28 September 2026  

To: Commonwealth Treasury 

Re: Innovative Business CGT Concession - exposure draft 

 legislation 

Introduction  

AMEC provides further feedback on the proposed Innovative Business Capital Gains Tax 

(CGT) Concession – exposure draft legislation. The Innovative Business CGT Concession 

could be expanded relatively easily to ensure Australia takes an equitable approach to how it 

taxes capital gains from investments of the same risk profile. 

About AMEC 

The Association of Mining and Exploration Companies (AMEC) is a national industry 

association representing over 550 member companies across Australia. Our members are 

mineral explorers, emerging miners, producers, and a wide range of businesses working in 

and for the industry. Collectively, AMEC's member companies account for over $100 billion of 

the mineral exploration and mining sector's capital value. 

Mineral exploration and mining make a critical contribution to Australia's economy, directly 

employing over 314,000 people. In 2025-26, the industry generated $383 billion in resource 

exports, invested $3.95 billion in exploration expenditure to discover future mines, and 

collectively paid over $59.4 billion in royalties and taxes. 

Recommendation 

AMEC recommends that the Government amend the Innovative Business CGT Concession 

so that: 

1. qualifying early-stage mineral exploration companies are expressly eligible for the 50 

per cent CGT concession;  

2. the exposure draft is amended so that ASX listing does not, of itself, prevent eligibility;  

3. eligibility is determined by an objective issuer-level test based on genuine exploration 

activity, pre-production status and material operating revenue;  

4. eligibility is established when qualifying shares are issued, providing investors with 

certainty rather than requiring retrospective assessment when shares are sold; and  

5. appropriate integrity rules exclude producers, passive asset-holding vehicles, related-

party arrangements and transactions inconsistent with the purpose of the concession. 
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General Remarks 

On the face of it, the Government has accepted that high-risk, early-stage businesses depend 

on investors being prepared to risk capital today against the possibility of a significant return 

in the future. Where those businesses have a low initial value, replacing the existing 50 percent 

CGT discount with indexation can materially reduce the reward available for accepting that 

risk. The Exposure draft legislation clearly delineates that is why the Government has 

developed the Innovative Business CGT Concession. 

Following its first consultation, the Government has further strengthened the concession by 

extending the eligibility period to 15 years, reducing the minimum holding period to three years 

and removing the lifetime cap. The Treasurer has described these measures as supporting 

Australia's start-up and venture-capital ecosystem and providing a significant discount where 

early investors enter businesses with a low or zero cost base.  

AMEC fundamentally agrees with the underlying principle. 

It is unclear why the same principle is yet to be applied to mineral exploration. 

Mineral exploration is one of Australia's oldest forms of speculative investment. Junior mineral 

exploration is literally the original start up. Junior explorers begin with little revenue, uncertain 

assets and no guarantee of commercial success. Capital is spent establishing whether an 

economic geological resource exists. Most attempts fail. A very small number of discoveries 

create substantial value. 

That is economically analogous to the problem the IBCC has been designed to address.  The 

Government should therefore apply its own principle consistently. 

Mineral exploration is the original Australian start-up 

An early-stage mineral explorer does not principally sell minerals. It sells an investment 

proposition about what might exist beneath the ground. 

The company raises capital, employs geologists, acquires data, develops geological 

hypotheses and then drills them. Its investors fund that activity well before its commercial 

value is known. Banks generally cannot, and do not, lend against an undiscovered orebody, 

and operating cashflow generally does not exist. The risk return profile of early mineral 

exploration startups does not fit the investment profile and mandates of superannuation, 

institutions, and banks.  Equity capital therefore carries the risk. 

Treasury should therefore be cautious about assuming that capital presently supplied by 

affected investors will automatically be replaced by institutions, companies or superannuation 

funds at the same price. The investment dollar of retail investors is not substitutable.  

Different investors have different mandates, liquidity requirements and risk tolerances. 

Institutional and corporate capital are unlikely to provide equity at the earliest and riskiest 

stages of mineral exploration. A stage when a company is at its most vulnerable. 
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AMEC's analysis of 624 ASX-listed mineral exploration companies provided to the first 

Treasury consultation, 234 had sufficient data for the five-year period examined. Across those 

companies the average shareholder return was -68.75 per cent and the median was -78.62 

per cent. Only nine recorded a positive share-price return over the period.  

The precise results should not be treated as a population-wide forecast, but the underlying 

distribution is the important point. Exploration investment is characterised by many 

unsuccessful investments and relatively few successes. 

This produces an unusual risk-reward equation. 

The investor bears the losses when exploration fails. Government does not reimburse that 

investor for an unsuccessful drilling campaign. Capital losses may generally be applied against 

capital gains, but they do not provide an equivalent cash return for the capital that has 

disappeared. 

When exploration succeeds, however, the discovery can rapidly re-rate the value of the 

company. 

The proposed CGT reforms therefore alter one side of the equation much more than the other. 

They leave the geological risk with the investor while increasing the tax imposed on the rare 

successful investment. 

That matters because those uncommon successes are precisely why investors accept the 

unsuccessful investments. 

Treasury has already recognised this problem 

Treasury does not need to accept a new economic theory to accommodate mineral exploration 

in the IBCC. It has already accepted it. 

The Government's general CGT reforms replace the 50 per cent discount for affected 

taxpayers with cost-base indexation and a minimum 30 per cent tax on capital gains accruing 

from 1 July 2027. The IBCC then modifies that treatment for qualifying early-stage 

investments. 

This is because indexation is a poor substitute for the existing discount where an investor 

enters a speculative business at a low valuation and the business subsequently experiences 

a substantial increase in value.  The IBCC inexplicably only applies this logic to technology. 

Yet it is almost a textbook description of mineral exploration. 

A discovery can transform an explorer with little revenue and a modest market capitalisation 

into a company holding a valuable mineral resource. That re-rating is not the steady 

accumulation of an inflationary gain. It is the market repricing geological information that did 

not previously exist. 

The Government has therefore identified the correct problem but drawn the boundary around 

the wrong corporate structure. 
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Listing does not make an explorer less speculative 

The principal difference between a technology start-up and an Australian junior explorer is 

often not their economic maturity, but the difference is how they raise money. 

Technology and biotechnology companies commonly spend their early years raising capital 

privately before listing. They rely on the ultra-wealthy venture capitalists to fund them. 

Australian explorers frequently list much earlier because Australia's public equity market has 

developed as the mechanism through which speculative exploration is financed. They rely on 

over 300 unique investors, in order to list. 

AMEC's survey of 55 listed explorers found retail investors commonly represented more than 

half of ownership at listing. Current retail ownership was commonly reported in the 21–50 per 

cent range, compared with 11–20 per cent for SMSFs and 0–20 per cent for institutions. 

The ASX listing is not evidence that the exploration company has passed through its start-up 

phase. 

An explorer can be listed, pre-revenue, cash-negative, repeatedly raising equity and years 

away from determining whether it possesses a commercially viable asset. AMEC has 

members who are well over 40 years old entities that still are in this pre-discovery cycle. 

A tax concession which recognises the venture-capital financing model but excludes the 

public-equity financing model therefore distinguishes between forms of financing rather than 

forms of economic risk. 

A distinction that is difficult to justify. 

The IBCC is an explicit government introduced market distortion 

Before the IBCC, Treasury could reasonably argue that the CGT reforms were a general 

change applying across different asset classes. This Exposure draft crystalise that argument 

is no longer sufficient. 

The Government has deliberately preserved preferential CGT treatment for one category of 

speculative investment because it wants Australians to continue supplying risk capital to 

“innovative” businesses. 

Investors will consequently face a choice: 

• One dollar can be invested in a qualifying technology or biotechnology start-up and 

receive the IBCC treatment.  

• The same dollar can be invested in an early-stage mineral explorer and not receive 

equivalent treatment. 

Yet both investments may involve a pre-revenue company, a long development horizon, 

substantial technical uncertainty, repeated capital requirements and a significant probability 

that the investor loses much or all of the investment. 
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The tax system would nevertheless provide a stronger after-tax reward for one. 

This is not neutrality, as it changes relative prices between competing investments. 

Investment at the margin 

AMEC does not contend that every single investor will respond in the same way, nor that every 

dollar withdrawn from exploration will move directly into technology. Those effects cannot 

credibly be estimated or modelled with any form of precision. 

However, it runs against modern economic theory that if the Government is to reduce the 

prospective after-tax return on one highly speculative asset relative to another effect 

investment at the margin did not have an effect.  

It would be surprising if it did not, given the capital that matters is marginal capital. 

Mineral exploration depends on repeated capital raising. 

A company can have cash today and still require another raising after its next drilling 

campaign. A strong gold market can support exploration expenditure today while a change in 

tax treatment affects the price and availability of equity tomorrow. 

That distinction is particularly important in interpreting recent mineral exploration data. 

Australia recorded very strong exploration activity in the June 2026 quarter, including $1.19 

billion of expenditure and substantial growth in new-deposit drilling. AMEC welcomed those 

results.  

However, dismissing industry concerns on the back of the current strength of the market is not 

evidence that taxation is irrelevant. The Capital Gains Tax will have a lag effect. 

Paradoxical policy objectives 

The Commonwealth simultaneously wants more critical-mineral discoveries, more domestic 

processing, stronger supply chains and greater investment in strategically important mineral 

projects. While fundamentally weakening the private financing mechanism at the beginning of 

that pipeline works against those objectives. 

Government can provide grants, concessional finance and strategic investment later in the 

development cycle. 

It is substantially harder for Government to replace thousands of investors continuously 

allocating risk capital across hundreds of early-stage geological propositions. 

The cheapest capital for Government is still private capital that the Government does not have 

to provide. The Commonwealth has previously recognised the difficulty of financing 

greenfields exploration through the Junior Minerals Exploration Incentive. 

The JMEI allowed eligible junior exploration companies to convert tax losses associated with 

greenfields exploration into tax offsets for investors subscribing for new shares. The 
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Government’s own historic description of the scheme expressly identifies its purpose as 

supporting junior companies undertaking greenfields minerals exploration.  

AMEC' commissioned BDO to model that $182.2 million of JMEI credits generated 

approximately $404 million of additional exploration expenditure. 

However, in the 2026-27 Commonwealth Budget the Government has cut one investment 

incentive and simultaneously creating a new concession for competing forms of speculative 

capital moves policy in the opposite direction. 

Concluding remarks 

The preferred approach is to extend the IBCC architecture through a mineral exploration 

pathway under which eligibility attaches to shares issued by a qualifying exploration company. 

The test should be applied at issue and should focus on the economic characteristics Treasury 

seeks to identify. 

A qualifying company should be an Australian resident; predominantly undertaking genuine 

mineral exploration or evaluation; not deriving material revenue from commercial mineral 

production; and actively undertaking exploration rather than passively holding tenements. 

Listing on an Australian securities exchange should not itself disqualify the company. 

The existing integrity architecture can deal with holding periods, related-party arrangements 

and avoidance. Producers should not qualify, nor should passive investment vehicles. 

Ordinary trading in established mining companies should not qualify. 

The concession should follow productive risk capital committed to discovering future mines. 

To do so would mean that Treasury would be judge like risk alike and be tax neutral. 

For further information contact:  

 

Neil van Drunen, Head of National Policy, 0407 057 443, neil.vandrunen@amec.org.au 

 


