AUSTRALIAN HOTELS ASSOCIATION

27 Murray Crescent, Griffith ACT 2603 T 02 6273 4007
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9 June 2026

Senate Standing Committees on Economics
PO Box 6100

Parliament House

Canberra ACT 2600

By mail: economics.sen@aph.gov.au

Dear Committee,

Submission — Review of Treasury Laws Amendment (Tax Reform No. 1) Bill 2026 and Income Tax
Rates Amendment (Tax Reform No. 1) Bill 2026

Please see the submissions below regarding provisions of the Treasury Laws Amendment (Tax

Reform No. 1) Bill 2026 and Income Tax Rates Amendment (Tax Reform No. 1) Bill 2026, which have
been referred to the Economics Legislation Committee for inquiry and report.

1 BACKGROUND

The Australian Hotels Association (AHA) represents employers across Australia's hotel,
accommodation and hospitality industry. AHA membership includes pubs, accommodation hotels,
taverns, bars, and restaurants. The AHA's membership comprises more than 6,000 businesses,
generating over $12 billion in economic activity, providing more than 300,000 jobs, operating over
150,000 accommodation rooms and supporting more than 50,000 community groups nationwide.
Over 65% of hotels are family owned and operate seven day a week over long hours.

2 KEY CONCERNS

The AHA and its members are deeply concerned by the proposed introduction without consultation
of:

e a30% minimum tax on discretionary trust distributions, and
e the replacement of the 50% Capital Gains Tax (CGT) discount with inflation indexation and a
30% minimum tax on real capital gains.

Hospitality operators are entrepreneurs who often mortgage family homes, provide personal
guarantees and operate on narrow margins to build businesses that support jobs, tourism and local
communities. Tax policy should encourage such investment and risk-taking, not reduce the rewards
associated with long-term business ownership.

3 IMPACT ON FAMILY BUSINESSES

Discretionary trusts are widely used by family-owned hospitality businesses because they provide
flexibility to manage fluctuating income, seasonal trading conditions and succession planning. They
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also allow income to be distributed among family members who actively contribute to the operation
of the business.

The proposed 30% minimum tax on trust distributions would significantly reduce this flexibility and
increase tax burdens for many family-run venues. At a time when businesses are already facing
higher wage costs, energy prices, insurance premiums, bank interest rates, fuel levies, and supply
chain pressures, the additional tax burden would place further strain on cash flow and business
viability.

Many AHA members are particularly concerned that testamentary trusts do not appear to be
exempt from the proposed arrangements. This could result in families facing significant additional
tax liabilities following the death of a family business owner, creating unnecessary barriers to
intergenerational succession and threatening the continuity of generational family-owned venues.

4 IMPACT ON INVESTMENT AND PRODUCTIVITY

The Government has stated that the reforms are intended to improve housing affordability by
reducing incentives to invest in existing residential property. However, extending the changes to
business assets, commercial property, shares and managed investments fails to distinguish between
passive investment and productive investment in operating businesses.

Hospitality businesses are highly capital and labour intensive. Investments in freehold property,
refurbishments, accommodation developments and venue upgrades often require substantial
upfront expenditure and may take decades to generate returns. Higher taxation on future capital
gains reduces the incentive to undertake these investments and may discourage hospitality business
expansion, innovation and productivity improvements.

Hotel owners frequently accept years of financial risk, low income and significant debt in the
expectation that the value they create will ultimately be realised through the sale or transfer of the
business. Increasing the tax burden at that point reduces the reward for risk, effort and
entrepreneurship and may discourage future investment.

5 RURAL AND REGIONAL IMPACTS

The potential consequences may be particularly significant in rural and regional communities, where
hotels and pubs often serve as major employers, tourism assets and community gathering places.
Additional tax burdens may reduce asset values, discourage purchasers and limit access to finance.

Lenders may respond by increasing equity requirements or reducing valuations. Hotels could be
forced to pay back existing loans and have their cost of borrowing/ repayments changed.
Refurbishment projects, hotel expansions and new developments are also likely to be more difficult
to fund. These impacts could be especially damaging in regional areas where hospitality businesses
play an important social and economic role.

6 TRANSITION

The proposed grandfathering arrangements create significant complexity and cost. Hotel owners
will be required to determine the value of assets at 1 July 2027 and separately calculate gains
accrued before and after that date. Accurate business valuations are often complex, subjective and



costly, with actual value frequently only realised at the point of sale. For example, a freehold
valuation costs circa $4,000 and a lease valuation costs circa $6,000.

Without a robust and practical valuation framework, the reforms may impose substantial
compliance costs and create uncertainty for business owners. Similarly, the proposal to bring gains
accruing after 1 July 2027 on pre-CGT assets into the tax system raises additional concerns regarding
compliance, succession planning and long-term investment certainty.

7 30% MINIMUM TAX RATE

The introduction of a 30% minimum tax rate on real capital gains is also concerning. Capital gains
typically accumulate over many years but are taxed in a single year when an asset is sold. Applying a
minimum tax rate regardless of an individual's broader circumstances may disproportionately affect
retirees, small business owners and lower-income taxpayers who realise gains after many years of
ownership.

8 CoST RELIEF

If the proposed trust and CGT changes proceed, many businesses will be forced to restructure from
discretionary trust arrangements into alternative ownership vehicles such as fixed trusts, unit trusts
or companies. These restructures should not trigger significant tax or transaction costs where there
is no substantive change in beneficial ownership or economic activity.

The Government should provide comprehensive, zero-cost restructuring relief, including exemptions
from stamp duty, CGT rollover relief and other transaction taxes or charges. Hotels should not be
penalised simply for reorganising their affairs to comply with a new tax framework.

Without such relief, many family-owned hotels will face substantial and unnecessary costs that could

run into hundreds of thousands of dollars, diverting capital away from investment, refurbishment,
employment and growth.

9 EQUAL TREATMENT

The government has suggested that one reason for the proposed trust tax changes is that ordinary
employees pay tax on their income at their marginal tax rate, and therefore business owners should
do the same. However, unlike employees, business owners generally do not receive paid annual
leave, public holiday penalty rates, overtime, paid sick leave, employer superannuation
contributions, or other employment benefits.

Workers are the foundation and essential ingredient of a hotel business. However, to suggest taxing
workers and employers the same does not recognise the significant risk employers take in order for
the others to be employees. Without business owners embarking on taking the risk, there can be no
employees.

Many business owners forgo personal income and accumulate little or no superannuation because
they continually reinvest profits back into their businesses to support growth, create jobs, and
manage risk. For many of them, the eventual sale of the business and any resulting capital gain
effectively serves as their retirement savings.



Any discussion about aligning the tax treatment of business owners with that of employees should
also acknowledge these differences and the unique financial sacrifices often made by those who
build and operate businesses.

10ALTERNATIVE PERSPECTIVES

While most businesses oppose the proposed changes, some commentators have suggested the
reforms may lead to a reallocation of capital rather than an overall reduction in investment.

It has been argued that commercial real estate and hotel assets could become relatively more
attractive compared with residential property if investment incentives in housing are reduced. Some
investors may also restructure existing discretionary trust arrangements into fixed trusts, unit trusts
or corporate structures.

However, these potential adjustments would require significant flexibility through CGT rollover relief

and stamp duty relief. Without appropriate transitional arrangements, restructuring costs could be
substantial and create additional financial burdens for hotel businesses.

11 CONSULTATION

A consistent concern across AHA members is the lack of consultation surrounding these reforms.
Changes of this magnitude have implications for hotel investment, succession planning, capital
allocation and productivity growth.

AHA members are concerned that insufficient consideration has been given to the impacts on hotel
owners, particularly those operating through family trusts and long-established business structures.
Broad tax reforms should be supported by comprehensive consultation, detailed economic
modelling and a clear understanding of their effects on investment decisions and business activity.

12RECOMMENDATIONS

The AHA recommends that the Committee consider before legislating:

1. Undertake consultation with the AHA, business and industry groups, lenders and tax experts
prior to finalising the reforms.

2. Conduct a detailed assessment of the impacts on hotel investment, productivity, succession
planning and regional economies.

3. Exempt or provide concessional treatment for active hotel income distributed through
discretionary trusts where genuine business risk and participation are involved.

4. Retain existing CGT arrangements for hotel assets or providing specific concessions for
productive hotel investment.

5. Remove or reconsider the proposed 30% minimum tax rate on real capital gains.

6. Review and update existing small business CGT concession thresholds, which have not kept
pace with inflation and economic growth.

7. Develop a robust valuation framework for grandfathering arrangements before
implementation.

8. If the reforms proceed, provide full zero-cost restructuring relief for affected businesses,
including stamp duty exemptions, cost of valuations, CGT rollover relief and administrative
concessions, to ensure businesses can transition or restructure to alternative ownership
structures without incurring significant tax or compliance costs.



13 CONCLUSION

The Australian hotel industry supports tax reform that improves economic outcomes and promotes
investment. However, the proposed changes risk imposing significant costs on family businesses,
discouraging long-term investment and creating additional complexity for business owners.

While the Government's objective of improving housing affordability is understandable, the
application of these reforms across all asset classes may produce unintended consequences for
productive businesses such as hotels that create jobs, drive investment and support local
communities.

The Committee should carefully consider the implications for hotel investment, succession planning
and productivity before recommending that the legislation proceed in its current form.

Yours faithfully,

(A

STEPHEN FERGUSON
NATIONAL CEO
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