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Overview of  
Early Stage Venture Capital Limited 

Partnerships  
Policy objective 
The Early Stage Venture Capital Limited Partnership (ESVCLP) programme is aimed at 
stimulating Australia's venture capital sector. It makes a world class structure available to 
fund managers that pool investors’ capital for venture capital funds. 

What is an Early Stage Venture Capital Limited Partnership? 
An ESVCLP is a venture capital partnership that is registered under the Venture Capital 
Act 2002 (the Act), by Innovation Australia’s Innovation Investment Committee (the 
Committee). It must be structured as a limited partnership and make eligible investments. 

Access 
An ESVCLP must be a new venture capital fund, structured as a limited partnership. A 
partnership must demonstrate appropriate management expertise, access to capital and 
have an investment plan that focuses on making early stage venture capital investments. In 
the context of this programme, early stage is considered to be a description of venture 
capital, which includes investment in businesses at the pre-seed, seed, start-up, and early 
expansion stages of development. 

Regulation 
The Committee and the Australian Taxation Office (ATO) jointly regulate the programme. 
Partnerships that are registered as ESVCLPs will be subject to the relevant provisions of 
the Act and the Income Tax Assessment Acts, 1936 and 1997. 

Benefits of ESVCLP registration  
An ESVCLP receives flow-through tax treatment (i.e. it is not a taxing point).  

• Limited partners in an ESVCLP have no tax liability on income or capital gains they 
receive from the ESVCLP. 

• Limited partners receive a non-refundable carry forward tax offset of up to 10 per cent 
of their eligible contributions; 

• General partners of an ESVCLP that operate as a Venture Capital Management 
Partnership (VCMP) can claim their carried interest on capital account rather than 
revenue account. A VCMP is a limited partnership that is a general partner of an 
ESVCLP and only carries on activities related to being a general partner of that 
ESVCLP. There are no registration requirements for a VCMP; and 

• ESVCLPs are no longer required to divest an eligible venture capital investment if it 
exceeds $250 million, although capital gains tax implications still arise. 
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Application 
An application must include information about the partnership, its investment plan, details 
about the general partner, and copies of documents issued inviting investment in the 
partnership.  

The Committee will decide an application within 60 days. However, the Committee can 
extend the period by a further 60 days. Please contact AusIndustry if you are interested in 
applying. An application form is available from AusIndustry; 
email VentureCapital@industry.gov.au 

Registration 
The Committee must register a partnership as an ESVCLP if it: 

• is an eligible limited partnership; 
• has an appropriate investment plan which it is likely to implement; and 
• has access to appropriate management expertise. 
 
Additional information on what is an eligible limited partnership and an appropriate 
investment plan is detailed below. 

Eligible limited partnership 

A limited partnership: 

• that has been established in either Australia, or a foreign country which has a double 
tax agreement with Australia; 

• whose general partner is a resident of either Australia or a foreign country which has a 
double tax agreement with Australia; 

• with committed capital of at least $10 million and no more than $200 million (each 
investor is limited to contributing no more than 30 per cent of a partnership’s total 
committed capital, unless they are:  

• a bank,  
• a life office,  
• a widely held superfund or  
• approved by the Committee); 
• Foreign venture capital fund of funds are also exempt, provided they are 

widely held. 
• that will remain in existence for between five and 15 years; and 
• is stand-alone and not part of a bigger fund or attached to a unit trust. 

Appropriate investment plan 

The Committee will approve an investment plan if it considers it is appropriate. The 
Committee must take into account the extent to which the plan focuses on early stage 
venture capital, having regard to the requirements set out in the Act. These are the 
proposed investee entities: 

• stages of development 
• cash flow levels 
• levels of technology 
• proportion of intellectual property to total assets 
• levels of risk and return 
• amount of tangible assets and collateral against which borrowings may be secured. 

mailto:VentureCapital@industry.gov.au
mailto:VentureCapital@industry.gov.au


July 2016 Page 3 of 5 

The Committee will also take into account: 

• offer documents 
• the legislative requirements for an ESVCLP making and holding investments 
• whether the committed capital requirements of an ESVCLP will be met 
• any additional matters specified in guidelines issued by the Committee. (NB - no 

guidelines have been issued to date) 

The Committee is not limited to the above matters in deciding if it considers an investment 
plan is appropriate. The Committee generally expects a plan to demonstrate a focus on 
businesses anywhere from their pre-seed up to early expansion stages. 

Conditional Registration 
If the conditions for registration (such as the $10 million minimum committed capital) are 
not met, the Committee may grant a partnership conditional ESVCLP registration. 
However, the Committee will only grant conditional ESVCLP registration if it is satisfied 
the partnership will qualify for registration within 24 months. A conditionally registered 
ESVCLP can make investments but note these are subject to the legislative eligibility 
requirements. For example, a conditionally registered partnership that has raised 
$6 million will only be able to commit 30 per cent of its capital to one investee. 

Business as an ESVCLP 
An ESVCLP can only make eligible investments and carry on the business of an ESVCLP. 

Eligible investments 

An eligible investment is one that complies with the ESVCLP's approved investment plan 
and meets the requirements of the Act and the Income Tax Assessment Act 1997 
[Subdivision 118-F]. The requirements include restrictions on the investments that an 
investee entity can hold or acquire.  Essentially, the investee entity can only invest in other 
entities provided that after the investment, the investee entity controls the other entity and 
the other entity broadly satisfies the requirements to be an eligible venture capital 
investment. Following the investment, the investee entity must take into account the 
activities of the other entity when applying the predominant activity test test for a six 
month period from when the investment first occurs. 

Broadly, ESVCLPs will be able to make early stage venture capital investments in 
companies or unit trusts where: 

The investment: 

• complies with the ESVCLP's approved investment plan; 
• does not represent more than 30 per cent of the ESVCLP's committed capital; and 
• is an acquisition of new shares or units (limited provision to acquire pre-owned). 

The investee: 

• complies with the ESVCLP's approved investment plan; 
• is an Australian business in its early stage of development; 
• has total assets of no more than $50 million; 
• does not have property development, land ownership, finance or construction as its 

primary activity; and 
• is not listed on the stock exchange. 
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Note: There is provision for an ESVCLP to invest up to 20 per cent of its committed 
capital in businesses that are not Australian residents. 

Change of approved investment plan 

An ESVCLP may apply at any time to amend its approved investment plan. The 
Committee will decide the request within 60 days.   

Reporting requirements 

An ESVCLP must report to the Committee quarterly and annually. Annual reports will 
include a report on progress against its investment plan (which the Committee must 
publish). 

Quarterly returns will include details on activity during the quarter, including: 

• committed capital; 
• drawn down capital; 
• invested capital; 
• investments; and 
• disposals. 

Annual returns will include: 

• details of limited partners and any changes; 
• details of investments held (at cost and book value); and 
• progress against the investment plan. 

Revocation 
At the request of an ESVCLP 

An ESVCLP may apply to the Committee for revocation of its registration at any time. 
The revocation takes effect on the day the Committee decides. 

At the Committee's discretion 

The Committee may revoke registration if it is satisfied an ESVCLP has breached the 
relevant legislation. An ESVCLP may be revoked if it: 

• has failed to report,  
• has failed to follow its approved investment plan,  
• has made an ineligible investment, or 
• no longer meets other registration requirements.  

 
Before revoking registration the Committee must write to the ESVCLP giving its reasons 
and inviting a response. The Committee must then take any response into account before 
proceeding. Depending on the nature of the contravention the Committee may grant an 
ESVCLP between two months and six months to rectify the contravention. If the 
Committee decides to revoke registration an ESVCLP may ask the Committee to review 
its decision. If the Committee does not change its decision an ESVCLP may apply to the 
Administrative Appeals Tribunal.   

Effect of revocation 

A partnership that has had its ESVCLP registration revoked will be taxed as an ordinary 
limited partnership at the corporate tax rate from that day. 
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Further Information 
Please contact the 13 28 46, business.gov.au or email VentureCapital@industry.gov.au. 

http://www.business.gov.au/
mailto:VentureCapital@industry.gov.au
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