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	Item
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	1. Welcome
1.1. Acknowledgement of country
1.2. Housekeeping
1.3. Introductions 
	Alfred Chidembo, Assistant Manager, DISR

	2. ATO Update
2.1. ATO program update
2.2. The R&DTI program of work
2.3. Current observations
2.4. Litigation update
2.5. ATO expectations
	Kelly Canavan, Assistant Commissioner, Private Wealth, ATO

	3. DISR Insights
3.1. DISR program update
	Tara Oliver, General Manager, R&DTI Branch, DISR

	4. Tax Transparency Measure
	Laura Bagnato, Client Engagement Director, Private Wealth, ATO 

	5. Joint Review 
	Brett Challans, Senior Director, Innovation Taxes, ATO

	6. R&D Incentives Committee
	Clint Collins, R&D Incentives Committee Member
Murray Hurps, R&D Incentives Committee Member
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7.1. Open discussion 
	Emily Hodges, Manager, Registrations and Early Engagement, DISR

	8. Other business and close
8.1. Other business 
8.2. Agenda items for next meeting
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Welcome
Alfred Chidembo (DISR) welcomed attendees and introduced guests Clint Collins and Murray Hurps.
Clint and Murray are members of the R&D Incentives Committee which operates under delegation from Industry Innovation and Science Australia (IISA) and is responsible for providing advice to IISA about the operations of the R&D Tax Incentive.
[bookmark: _Roundtable_Terms_of][bookmark: _Hlk129184611]ATO Update 
Kelly Canavan, Assistant Commissioner (ATO) noted this was the first meeting of the R&D Tax Incentive Roundtable that she had attended in the role. 
The program update included with the agenda papers (Attachment 1) were taken as read. Further insights offered during the meeting were:
The ATO are focussed on the tax transparency measure, where data related to the R&DTI will be released from September 2024. Communications have commenced and the ATO is developing an information sheet. This will ensure that all claimants are informed of the measure before it comes into effect and have had the opportunity to correct any errors in applications. 
The co-administrators are working together on a joint audit program which will provide valuable information on potential risks that the ATO is currently unaware of. 
Taxpayer alerts are planned for December, including payments to associates and foreign entities. These alerts will highlight issues that have been identified to provide clients an opportunity to correct applications. Further information will be released in the future about what the ATO does like to see in applications. 
The ATO’s public advice and guidance program is in place for the next 12 months which will result in updated guidance being released. Members were encouraged to submit requested for areas in which guidance is required. 
Guidance has recently been released clarifying R&D program integrity rules and further communications are planned for the remainder of the 2023-24 financial year. 
Some expenditure claims being made lack the required substantiation, resulting in a high number of voluntary disclosures when claims are reviewed. 
R&D entities may be under the impression that registering activities with DISR means they are automatically entitled to an R&D offset refund. However, claiming is a two-step process and evidence is also required to support the expenditure. The ATO will monitor expenditure and request to see this evidence if risk criteria are met. 
DISR Insights
Tara Oliver, General Manager (DISR) noted that the two co-administrators continue working closely on program delivery, focusing on modernising administration, and strengthening the program’s integrity. 
The Australian Bureau of Statistics (ABS) released data on Business Expenditure on R&D (BERD) as part of its Research and Experimental Development, Businesses, Australia (2021-22) publication. The data showed BERD was rebounding significantly, and this translates into the R&DTI which is forecast to grow by 6.1 per cent to $3.2 billion in 2022-23, as described in DISR’s Science Research and Innovation Budget Tables.
Roundtable survey	
Members were thanked for participating in a recent survey conducted to determine which areas of Roundtable meetings provide the greatest value and how this can be maximised. 
Over 90% of respondents indicated the Roundtable is a valuable forum for bringing together a diverse range of stakeholders and providing a greater understanding of the program.
Opportunities for improvements identified included replacing the rolling panel invitation approach with inviting all members to each meeting, and engaging members in more open discussion and consultation. 
Advance finding software pilot
The advance finding software pilot has now concluded. Its objective was to demonstrate the benefits of advance findings for software companies and to determine the effectiveness of small group consultation sessions for companies looking to apply for an advance finding. 
Seven[footnoteRef:2] applications were assessed following the pilot, with all deemed eligible, assuring eligibility for three years. [2:  Information provided in meeting was incorrect, six applications were assessed following the pilot ] 

Participants reported the pilot provided clarity on the application process and how advance findings can be used to provide certainty. 
The findings from this pilot will inform the next steps for a new cross sector advance finding project which recently commenced, exploring the barriers to accessing this certainty measure. 
ANAO and Board of Taxation recommendations
The 2021 Board of Taxation Review of the R&D Tax Incentive Dual Agency Administration Model recommended the two agencies publish a joint charter setting out the expectations and roles of all parties that participate in the R&DTI program.
This charter will complement rather than replace existing Charters, including the ATO’s recently published ‘Our Charter’.
[bookmark: _Hlk153266393]The charter is due for release by the end of 2023[footnoteRef:3] and will be a regularly reviewed and updated, living document.   [3:  The program charter is now due for publication in early 2024] 

Members were asked to provide feedback on a draft charter out of session.
The 2021 ANAO audit made recommendations relating to improving processes for advance findings and examinations.
DISR developed a streamlined approach to process applications, which was applied to all advance and overseas finding applications received in 2023 after a successful pilot. 
Processing timeframes for advance and overseas findings have decreased from more than 200 days on average at the time of the audit, to under 90 days.

Tax Transparency Measure
The ATO is required to publish publicly in relation to entities who claim the research and development tax incentive (RDTI). The first year to be published is the 2022 income year where the income year starts at or after 1 July 2021. The first release of the data is planned for September 2024. 
ATO is undertaking a communication strategy to increase the awareness about the measure and seeking entities claiming the R&DTI to review the labels to be published to ensure they are correct and to lodge an amendment to correct any errors. The first outbound email communication to tax agents was issued in October 2023. There will be another email communication to tax agents in February 2024 to remind entities to review the labels and lodge amendments prior to 31 March 2024. The third email communication is planned to issue in July 2024 confirming when the data will be released and other information to help understand the data.

Joint Review
DISR and the ATO are conducting a joint review of around 170 R&DTI applications and claims that were made during the 2021‑2022 income year. 
The review will assess the eligibility of R&DTI activities and/or expenditure and identify any potential issues with R&DTI registrations and claims. 
DISR and the ATO will work together to limit the impact on companies included in the review. No specific areas of concern have been targeted. All companies have been randomly selected and the review will include refundable and non-refundable claims industry wide. 
This new process will help to ensure program integrity and identify any gaps in current guidance products. 
The review will commence in November 2023 and conclude mid-2024. 

R&D Incentives Committee
R&D Incentives Committee member Clint Collins provided an overview of the Committee’s functions. 
The Committee provides oversight of the R&D Tax Incentive operations. It is exploring ways to ensure easy access to the program by taxpayers undertaking genuine R&D and that program administration incentivises Australian companies to undertake ground-breaking and innovative R&D activities.
The Committee members bring corporate experience to the program and understand the challenges associated with substantiating claims from the administrative side and also the requirements for companies to do so, especially startups that do not have significant resources or personnel available. 
Having program integrity is fundamentally important to ensuring that the R&DTI is successful. Ongoing priorities such as the software pilot and advance findings project are key to this. 
In the last decade, new and emerging industries have come to the forefront in the Australian economy. This includes software development, cybersecurity, and fintech industries which are innovative and affluent industries. The Committee is eager to engage with companies within these sectors that are completing eligible R&D to ensure that they get absolute ease in terms of getting funding and tax offsets or refundable tax offsets that can help benefit their company for the R&D that they're doing.
Murray Hurps, Member of the R&D Incentives Committee shared the 2023 Startup Muster Survey Report (Attachment 2) with members. 
One of the insights from the report, which is a survey of startups and supports across Australia, was that federal government grants had increased from 6% of total funding supporting in 2018 to 17% in 2023. 
The R&DTI had the most applications, accounting for 14%.
Murray was interested to note that those planning to apply to the R&DTI had decreased from 12% in 2018 to 8% in 2023 and asked members to reach out if they had insights into potential reasons for this. 

The R&DTI User Journey
DISR is undertaking a user journey mapping and optimisation exercise to identify opportunities for program improvements for the benefit of businesses undertaking R&D. 
Members were invited to provide feedback during the forum on several ‘pain points’ that have been identified and explore the impact these issues have on companies. 
Attachments
Attachment 1 – R&D Tax Incentive program update
Attachment 2 - 2023 Startup Muster Survey Report
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R&D Tax Incentive
Program Update
[bookmark: _Determinations]
1. Joint review of R&DTI claims
2. Tax transparency measure 
3. Tax Determination 2023/5
4. Advance and Overseas Finding form
5. Joint Program Charter
6. Business expenditure on R&D  
7. Service level agreements
8. R&D notional deductions updates
9. [bookmark: _Software_Guidance][bookmark: _30_April_deadline][bookmark: _Registration_Data]DISR Registration update
· Application insights
· Registration trends
· Registration and claims data

The Department of Industry, Science and Resources (DISR) and the Australian Taxation Office (ATO) wish to provide the following Research and Development Tax Incentive (R&DTI) program updates:
1. [bookmark: _Hlk146886991]Joint review of R&DTI claims
DISR and the ATO are conducting a joint compliance review of a random selection of R&DTI registrations and claims made for the 2021-2022 income year. 
The purpose of this review is to assess the eligibility of registered R&D activities and expenditure, to provide vital information on the integrity of the program, and inform the development of updated, contemporary risk indicators for use in future integrity assurance activities.
This will allow us to better direct education and guidance activities towards companies that would benefit from greater assistance in meeting the program’s obligations.
The review commenced in October and is occurring alongside other integrity and compliance activities. It is expected to be complete by mid-2024. 
2. Tax transparency measure
The ATO will soon be required to publish information about R&D entities and the R&D expenditure claimed by those entities, 2 years after the end of the financial year of the claim. The first publication of this information is for R&D entities that lodged a 2022 company tax return with a R&D Tax Offset and their income year began on or after 1 July 2021.  The ATO expects to publish this information in September 2024 and will then be publishing this information on an annual basis.
The ATO is publishing this information to improve public accountability for R&D claimants and to encourage voluntary compliance with the R&D program. More information about this new requirement is available on our website ato.gov.au by searching for ‘QC 70867’. 
The information published from the forms lodged will be the:
• name of the entity claiming the R&D tax incentive
• Australian business number (ABN) or Australian company number (ACN)
• the entity’s total expenditure on R&D (known as total notional deductions claimed – label Z in Part A of the R&D tax incentive schedule) less any feedstock adjustments (label B in Part B of the R&D tax incentive schedule).
This will be based on what you provided in your company tax return or, if you amended your company tax return, your amended return.
 If the Commissioner amended the labels, we’re required to publish, the total expenditure on R&D based on the company return lodged prior to the Commissioner-initiated amendment.
3. Tax Determination 2023/5 
In September 2023, the ATO issued a public ruling Taxation Determination TD 2023/5 Income tax: aggregated turnover and connected entities – Commissioner’s discretion that an entity does not ‘control’ another entity.
Aggregated turnover is an entity’s turnover, plus the annual turnovers of any business entities that are affiliated or connected.  Aggregated turnover is used to determine if an R&D entity is entitled to a refundable offset (less than $20m of aggregated turnover) or non-refundable offset (in excess of $20m of aggregated turnover).
This determination addresses issues that arise when the ATO considers whether to exercise the Commissioner’s discretion to determine that one entity (the first entity) doesn’t ‘control’ another entity (the test entity).
The question of ‘control’ is central to determining who is connected with an entity. These connected or affiliated entities may be based in Australia or overseas. More information on TD 2023/5 can be found at ato.gov.au.
4. Advance and Overseas Finding form
DISR is currently reviewing the Advance and Overseas (AOF) application form to be more user friendly while also reducing application processing times. This review has been informed by recommendations of the 2021 ANAO Administration of the R&D Tax Incentive Audit, the 2022 Board of Taxation’s Review of the R&D Tax Incentive Dual Agency Administration Model Report, and feedback received from program users.  
The revised application form will include questions from the existing R&DTI Registration Application form, offering greater consistency across the program.
Existing questions will be updated to provide a better user experience and additional questions have been included to reduce the need to request further information from the applicant. This is anticipated to improve assessment processing times for applications.
It’s anticipated that companies will be able to access the new form in the R&DTI Customer Portal from 1 July 2024.
5. Joint Program Charter 
In March 2022, the Government published the Board of Taxation’s Review of the R&D Tax Incentive Dual Agency Administration Model Report. The Review considered issues relating to potential improvements to the governance of the R&DTI program and recommended a Joint Program Charter be developed.  
The purpose of the Joint Program Charter is to provide clarity and consistency to companies participating in the R&DTI program and set out expectations and roles of DISR and the ATO. We are currently developing the Program Charter with a view to publication in November 2023.
6. Business expenditure on R&D
On 25 August 2023, the Australian Bureau of Statistics (ABS) released data on Business Expenditure on R&D (BERD) as part of its Research and Experimental Development, Businesses, Australia, 2021-22 publication. The publication draws from biennial surveys and represents the latest available expenditure data on research and experimental development. 
BERD grew significantly to $20.6 billion in 2021-22, up 14 per cent from 2019‑20 in the previous publication reference period. In chain volume terms, a measure that better accounts for changes to price relativities from one year to the next, BERD grew by 8 per cent. This increase is supported by an increase in human resources devoted to R&D in the business sector to 91,414 in 2021 (measured in person years of effort), up 18 per cent from 2019-20.
In terms of R&D expenditure as a share of GDP, BERD has broadly kept pace with overall economic growth, maintaining its share of GDP at 0.9 per cent (since 2017‑18). This result indicates BERD is now stabilising following a trend of decline since 2008‑09, when BERD as a share of GDP peaked at 1.37 per cent. 
The positive signs of growth in business R&D are also reflected though the R&DTI. It is forecast to grow by 6.1 per cent to $3.2 billion in 2022-23, as described in DISR’s Science Research and Innovation Budget Tables published 28 April 2023.
7. Service level agreements
DISR’s Corporate Plan 2022-23 outlines a performance measure for the delivery of the R&DTI program. It outlines that 95% of applications for registration of R&D activities are processed within: 40 days[footnoteRef:4] for first-time registrants, 20 business days for registrants that have applied within 6 months after the end of the income period, and 80 business days for registrations submitted from 6 to 10 months after the end of the income period. [4:  Error in original, 40 business days ] 

These target performance standards were met for 2021-22 financial year applications, with more than 95% of applications being processed within the target timeframes. By processing registrations within these timeframes, the flow-on effects for companies from the R&DTI can flow quicker into the economy.
8. R&D notional deductions updates
The ATO has identified a number of ongoing issues with a number of the integrity rules of the R&D program.  The ATO is seeking voluntary compliance with these and other integrity rules of the program.  Where there is doubt, please contact the ATO for certainty.
Payments to Associates
For Payments to Associates to be claimed in the year it is incurred it must also be paid in the current year (paragraph 355-205(1)(b) of the Income Tax Assessment Act 1997 (ITAA 1997).  Section 355-480 of the ITAA 1997 provides for the company being able to claim the amount paid to associates in later years when payment occurs, unless the company has made an irrevocable election to claim a general or other specific provision deduction in the year of the expenditure, which precludes a future R&D notional deduction.
The ATO has identified arrangements where it has been argued that payment has been made.  The ATO has reviewed these arrangements and regard the arrangements as not resulting in payments made to the associate.
· Arrangement 1 – Converting the amount owing to an associate as a loan:
Converting an amount owed to associate to a loan, usually for a term of a number of years, is not payment to the associate.  All that is occurring is converting a current liability to a deferred liability.  The amount remains unpaid, and therefore a liability, but with a longer period to repay.
· Arrangement 2 – Offsetting the amount owed to an associate for a fee that the associate owes for the use of the intellectual property being developed that is the R&D project:
The R&D entity and the associate have entered into a licencing agreement so the associate can exploit the R&D being developed.  The licence fee payable by the associate is offset against the amount that the R&D entity owes the associate for R&D services.  The concern we have with these arrangements is that the R&D is still under development, resulting in the question of what is being exploited commercially.  In other non-arm’s length arrangements, the amount being transacted is often more than market value.
· Arrangement 3 – Round robin transactions:
The associate lends money at the end of the financial year to the R&D entity to pay the amounts owed to the associate.  Usually, the amounts lent are small amounts and occur over several repeated transactions. These transactions are repeated until the whole amount to the associate has been ‘paid’.  The circular transactions are considered artificial in nature and contrived to receive a taxation benefit. These arrangements are being closely scrutinised and may attract a greater penalty by the ATO.
“Conducted For”
An R&D entity is only entitled to the R&D tax offset if the R&D activities are conducted for their benefit under s 355-210 of ITAA 1997, otherwise known as the ‘on own behalf’ rule. Expenditure on R&D activities cannot be notionally deducted if they are not conducted for the R&D entity or are conducted ‘to a significant extent’ for another entity.
To determine if the ‘conducted for’ rule is satisfied, an ’on balance’ assessment is made of which entity benefits from the R&D activities and requires consideration of who bears the financial risk, has effective ownership of the results of the R&D activities and has control over the conduct of the R&D activities.
Aggregated Turnover
An R&D entity’s entitlement to the refundable R&D tax offset is dependent on their ‘aggregated turnover’ being less than AUD$20 million. Section 355-100 of the ITAA 1997 deals with the entitlement to the refundable or non-refundable R&D tax offset for a particular income year. Aggregated turnovers of $20 million or more are not entitled to a refundable tax offset and will be entitled to the non-refundable R&D tax offset. Entities that are 50% controlled by exempt entities, regardless of their aggregated turnover are entitled to the non-refundable R&D tax offset.
Turnover is defined in ss 328-120 (1) as “ordinary income derived in the course of ordinary course of carrying on a business”. 
The aggregated turnover is calculated from the perspective of the R&D entity and includes its turnover and the turnover of any entities that are ‘connected’ and/or ‘affiliated’ with it, on a worldwide group basis, at any time during the income year. It is based on ordinary income and not assessable income so it does not matter if the turnover of connected or affiliated entities would be subject to taxation in Australia.
Overseas Expenditure
An R&D entity can only claim expenditure for activities conducted overseas where the entity has obtained an overseas finding from the Department Industry, Science and Resources and meet the following conditions:
· the overseas activity must be an eligible R&D activity
· there must be a significant scientific link to an Australian core R&D activity
· the overseas activity must not be able to be conducted in Australia 
· the costs for overseas R&D activities must be less than the costs of related R&D activities undertaken solely in Australia.
In the absence of an Overseas Finding, claimants must be able to demonstrate the work was carried out in Australia and not subcontracted out or otherwise performed overseas. The physical location of where the work is being conducted is relevant and needs to be considered. 
If R&D activities are conducted for a related foreign entity, expenses incurred on overseas R&D activities cannot be claimed irrespective of whether a positive overseas finding is obtained. Australian supporting R&D activities also cannot be claimed if the corresponding core R&D activity was conducted overseas.
Expenditure Not At Risk
An R&D entity cannot notionally deduct expenditure under the R&D tax incentive if the expenditure is not at risk pursuant to section 355-405 of the ITAA 1997. Expenditure is not at risk to the extent that when it is incurred the R&D entity could reasonably be expected to receive an amount of consideration: 
· As a direct or indirect result of the expenditure being incurred (the nexus to expenditure test), and 
· Regardless of the results of the activities on which you incur the expenditure (regardless of the results test).
TR 2021/5: Income tax: Research and development tax offsets – the ‘at risk’ rule, provides guidance on the tests in determining whether your expenditure is at risk under section 355-405 of the ITAA 1997. If the R&D entity has received a grant to undertake the activities, the expenditure is not at risk.  Similarly, if the R&D entity has a contract to undertake the activities, the expenditure is not at risk. 

9. Registration updates
Application insights
The following insights are based on DISR observations of recent applicant experience, including over the 2023 peak registrations period. 
Time extension requests
Time extension requests can be approved for up to 92 days after the statutory deadline. Requests can only be submitted and processed through the R&DTI customer portal; any requests submitted via email cannot be approved. 
Many companies submitted time extension requests because insufficient time was assigned to establish access to the R&DTI customer portal. It is important that companies are aware that setting up a portal account for the first time can take longer than expected. This process should commence well ahead of the deadline to avoid any issues with lodgement. 
Unless otherwise requested, a 14-day extension is granted to all applicants who submit an extension of time request. If companies require a longer extension this information should be included within the request to prevent the need for multiple time extension requests. 
Completing the application form
Pre-filled registration application forms in the R&DTI customer portal do not pre-fill all the fields for multi-year activities. The tasks performed and outcomes achieved in each activity need to be updated each year. 
All details in the application form should be checked to ensure they are correct before submission. Contact details and estimated R&D expenditure amounts are fields that are often incorrectly entered. Any amendments made after submission will require a variation to be completed before the application can be registered. 
The primary contact must be a company representative with their correct email address and not the email for a tax agent or R&D consultant. Contact details for advisors are accommodated elsewhere in the application form. Correct entry of the primary R&D contact field is important for our registration workflows.
As outlined in DISR’s service level standards, application processing times increase during peak period (April-June). Companies should be aware of these processing times and consider the due date of their tax return when submitting their application form.  
Application support is available by contacting rdtaxincentive@industry.gov.au or calling 13 28 46
Registration trends
Although the number of registrations has remained broadly comparable in recent years, there has been a gradual change in industry sector participation: 
· The Professional, Scientific and Technical Services industry has now topped R&DTI registrations for the second year running. Registrations in this sector for the 2021-22 period were 12% higher than the last, accounting for around one-third of all registrations in the program.
· Closely behind was the Manufacturing industry with the second highest number of registrations in the most recent period, followed by the Information, Media and Telecommunications industry.
· Manufacturing, Mining, and Finance have continued to decline as a share of the program. Expenditure has declined dramatically for these three sectors since 2012-13 – Manufacturing (-35%), Mining (-71%) and Finance (-70%)
Registration and claims data
The below figures demonstrate R&D Tax Incentive registrations for the 2021-2022 income period. This dataset is almost complete as at 31 August 2023 (with late balancing applications closing 31 October), due to the application period closing 10 months after the end of the financial year. 
Please note that where the count of registrations for a metric is less than 5, or expenditure is below 1 million dollars, the information is not presented. 
Table 1:  Overall registrations
	R&D Tax Incentive Program REGISTRATIONS 

	Number of Registrations 
	12,943 

	R&D Expenditure (billion) 
	$15.47 


Table 2: Comparison of registrations and expenditure by organisation size
	registrations/expenditure
	SMEs
	Large Companies

	Number of Registrations 
	11,340 
	1,603 

	R&D Expenditure (billion) 
	$8.70
	$6.77



Table 3: Overall claims for the full 2021-22 financial year (ATO)
	claims
	refundable
	non-refundable

	Number of Claims
	10,309
	1,432

	Offset paid or applied (billion) 
	$2.8
	$2.2


Table 4: Comparison by sector – Australia-wide
	   
	Services
	Manufacturing
	Agriculture
	Mining
	E,G,W & WS*

	Number of Registrations 
	8,230 
	3,489 
	510 
	416 
	298 

	R&D Expenditure (million) 
	$8,718
	$4,178
	$772
	$1,318
	$480


Image 1: Comparison of registrations by States and Territories
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Table 5: Comparison by sector – NSW 
	   
	Services
	Manufacturing
	Agriculture
	Mining
	E,G,W & WS*

	Number of Registrations 
	3,304 
	1,051 
	122 
	56 
	100 

	R&D Expenditure (million) 
	$4,117
	$1,555
	$337
	$268
	$214


Table 6: Comparison by sector – VIC 
	   
	Services
	Manufacturing
	Agriculture
	Mining
	E,G,W & WS*

	Number of Registrations 
	2,409 
	1,094 
	86 
	28 
	68 

	R&D Expenditure (million) 
	$2,812
	$1,345
	$98
	$138
	$168


Table 7: Comparison by sector – QLD 
	   
	Services
	Manufacturing
	Agriculture
	Mining
	E,G,W & WS*

	Number of Registrations 
	1,283 
	710 
	129 
	85 
	42 

	R&D Expenditure (million) 
	$920
	$706
	$107
	$149
	$29


Table 8: Comparison by sector – WA 
	   
	Services
	Manufacturing
	Agriculture
	Mining
	E,G,W & WS*

	Number of Registrations 
	684 
	351 
	83 
	219 
	65 

	R&D Expenditure (million) 
	$584
	$307
	$64
	$658
	$48


Table 9: Comparison by sector – SA & NT**
	    
	Services
	Manufacturing
	Agriculture
	Mining
	E,G,W & WS*

	Number of Registrations 
	367 
	222 
	55 
	22 
	15 

	R&D Expenditure (million) 
	$330
	$202
	$81
	$103
	$13


Table 10: Comparison by sector – ACT  
	   
	Services
	Manufacturing
	Agriculture, MINING** and e,g,w & ws*

	Number of Registrations 
	143 
	20 
	8 

	R&D Expenditure (million) 
	$147
	$34
	$6


Table 11: Comparison by sector – TAS 
	   
	Services
	Manufacturing
	Agriculture
	Mining** and e,g,w & ws*

	Number of Registrations 
	41
	41 
	32 
	8 

	R&D Expenditure (million) 
	$19
	$30
	$84
	$6


* Electricity, Gas, Water & Waste Services
** Combined for confidentiality reasons.





Attachment 2 
This full report is also available at - https://www.startupmuster.com/
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Startup Muster was founded in 2013 with a mission to
measure and publish the progress, challenges and
opportunities within the Australian startup ecosystem,

In order to demonstrate and accelerate progress. We're proud and thankful to be back, sharing better
data for better decisions in support of Australia’s
After a five year break, we have been able to continue startup ecosystem.

this mission thanks to support from the NSW
Government, Atlassian, Microsoft, Antler and The Gild

Group. Danielle Hurps Creative Director

M H . .
The real enabler of this work continues to be the UL Mg Ing) IlEse)
startup ecosystem itself. Thank you to everyone that Adam Spencer Survey Coordinator
took the time to take part and to encourage others to Muhammad Jafer Chief Technology Officer

do the same. Paul Conyngham Data Scientist
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The NSW Government is committed to growing a strong innovation sector through support for the
startup and scaleup ecosystem. Innovative technologies have the power to lift NSW's global
competitiveness, create new industries, and generate more highly paid productive jobs that will deliver
for the people of NSW.

Startup Muster is the largest survey on the startup ecosystem, and I'm proud that the NSW
Government was able to support its return after a five-year hiatus. The insights gathered from this
year's survey show that our local innovators are passionate about solving important problems and
many more are utilising their skills to grow priority industries like Advanced Manufacturing - up from
4% of startup products and services in 2018 to 12% in 2023, and Greentech - up from 5% in 2018 to
14% in 2023.

Whilst the growth in the startup ecosystem is encouraging, there is more we can do -
and this year’s Startup Muster Report will play a significant role in giving a voice to our
startup ecosystem.

NSW Government support for the sector needs to be grounded in a strong evidence base and we look
forward to working with the innovation sector, including our universities and industry, to deliver the
Government's Innovation Blueprint that will give NSW the leading edge in the global battle to attract
new investment, ideas, industries, and talent.

Congratulations to the team at Startup Muster on their efforts to deliver such valuable insights into
our startup ecosystem. This evidence is giving us the hard data we need to recognise our strengths

and challenges so NSW can maintain its position as the best place in Australia to start a tech business.

- Katie Knight, CEO, Investment NSW

In Atlassian’s early days, founders Mike Cannon-Brookes and Scott Farquhar built giving back into the
DNA of the business with the creation of the Atlassian Foundation. The company contributes 1% of its
equity, profit, employee time and products to the Atlassian Foundation to tackle disadvantage on a
global scale and in our own backyards. We believe businesses should use their assets to help solve
problems and create a better world. We're revolutionising corporate philanthropy. We're a proud co-
founder of the global Pledge 1% movement to inspire businesses to bake social impact into their DNA.

This is why Atlassian Foundation sponsored Startup Muster. For the first time Startup Muster has
captured the desire for impact that drives decisions in 76% of Australian startups. These startups are
putting their profits to purpose in areas they are passionate about seeing change, including gender
equity, climate change, access inrural and remote areas, disability and youth.

The report provides an opportunity to test and validate the assumptions of the startup community,
and it's great to see a strong emergence of green tech as a new, clearly recognisable strength in the
Australian Startup Ecosystem helping raise awareness and avenues of supporting the social impacts
of our changing climate.

This report is a great time to celebrate how far Australia’s startup ecosystem has come, to recognise
and lean into efforts on areas where it hasn't progressed, and to continue to measure and hold each

other accountable for what we know is possible.

- Steve King, Director, Atlassian Foundation

W T
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METHODOLOGY

The Startup Muster 2023 survey was available to complete online via startupmuster.com from 11 July 2023 until 21 August
2023. Questions were derived from a combination of Startup Muster 2018 questions, and suggestions from 50 startup
support organisations. Significant effort was invested in to ensure our approach to promotion and our survey design were
consistent with our 2018 surveuy.

The survey was available to people who identified as running an Australian startup (“a technology-enabled
entrepreneurial pursuit”), or organisations identifying as currently offering support to startups in Australia. 165.308 C|U.€Sti ons answered

Supporters included, but were not limited to, accelerators, incubators, investors, mentors, educators, service providers, by ],] 06 people In JU.ly-AU.gU.St 2023
membership-based organisations and government.

Respondents who had previously taken part in the 2018 survey did not have to complete the entire survey again, instead After validation:
they were taken through an update process where they verified all responses and updated them with current data.

Participants could resume their survey if they dropped off, and we analysed the response time and revision count for each
question during the survey to identify and remove bottlenecks (in which case the questions were omitted from the final
dataset). Our work on creating an engaging survey experience yielded an average of 151 questions answered per survey
participant.

Promotion of the survey was conducted by identifying startup ecosystem influencers and seeking promotion through
them, combined with direct email and social media content and paid marketing. No incentive to complete the survey was
provided.

These responses then underwent an exhaustive validation and cleaning process, including multiple manual reviews of
each participant to ensure compliance with our definitions, and two independent data cleaning processes.

For our manual validation, Startup Muster defines a startup as an early stage business that has a large potential 585 Founders 322 SU.'ppOTtQTS
addressable market that utilises technology to capture that market quickly.

The total response count for each questionvaries as not all questions were compulsory. Manual clustering was conducted
for free text responses where appropriate. Unrealistic numerical outliers were removed, as were obviously incorrect
answers.






BIGGEST SURPRISES IN 2023

S

56% of startups are using Al
for key team functions

Emergence of Greentech as
the largest and fastest
growing vertical for

Australian startups, from 5%
in 2018 to 14% in 2023

21% of founders say their decisions
are driven by impact, 56% from
impact and profit equally

31% of startups identified as
being part of an innovation
precinct or cluster






B 2023
2018

WHO is launching?

Female founders by survey year We are working with NiceTo

on a deeper dive into founder

25% demographics; this report

will be released in 2024.

DE M O GRA P H I C S Age distribution Top countries of birth

36% S/

Low-SES background 13%

Person of colour 1% 29%

Invisible disability 9% 25%

9%

23%

Neurodiverse 17%

14%

Caregiver 2%

11%

LGBTQI+ 5%

5%

4%

Visible disability

Refugee 20s 30s 40s 50s






WH o i S la u nChi n g ? (contd) Founders with past startup experience

46%

Institutes for highest level of education
Universi . 9%
niversity of Technology Sydney

5%
University of New South Wales/AGSM _70/8% Founders working a job outside their startup
ot I 4%
University of Melbourne 29

- I /- 34%
University of Sydney

Monash University NN 4% B LE VEL OF
— EDUCATION

Queensland University of Technology o
(o}

Status of last startup

o University TR - 27%
Macquarie University 5 MERCEIES
3% — i il I ¢
o till operating °
Curtin University _03 o 24% 42%
- P D Sold m happyvit I
o 0 old for an amount I'm happywit o °
University of Adelaide _20/ S 15% 107 o
PhD Found a better idea to work on I 15%
- I 20%
Royal Melbourne Institute of Technology 19% o
, 10% I'm still actively involved I 15% o
o I 22 Graduate diploma/cert 19%
University of Queensland 29, - A 10
. ? Sold for less than | thought it was worth 6% °
Swinburne University of Technology -340 Double bachelor D 10
° Struggle to raise required funding 99, °
Honours Struggled to gain a sufficient user base ___L¥ 139
Founders currently studying B s
Vocational certificate Struggled with co-founder dynamics 6% B 2023
Lost enthusiasm for the idea - / /°100/ 2918 .
79, High school or equivalent ’ Highlight

7






WHY are they starting?

THE
FOUNDING

|dentifying a compelling opportunity

Solving a problem | was experiencing

I N Having a supportive partner or spouse

Experience from founding a startup previously

Meeting my co-founders

OF s TA R TU Ps Dissatisfaction with previous job

January and July were the most
popular months for new startups

(18% and 12%)

A university-based entrepreneurial program

Circumstances made having my own business desirable

The Covid-19 pandemic and its effects
Solving a problem I was not experiencing
Having an entrepreneurial father

Inspiration from direct contact with startups
Inspiration from attending startup-related events
A fun project that became aviable business
Commercialising a research project

Aneed for additional income on the side
Redundancy

Inspiration from online media about startups
Having an entrepreneurial mother

Being single

Hackathon or startup weekend

Innovation program in a large company

B 2023
2018
Highlight

I 62%
12%

I 49 %
61%

I 25%
28%

I 21%
27%

I 2 0%
20%

I 15%

219% What founders

ENJOYED

about running a startup

16%

Solving important problems

I 9%
12% Ownership of the value created
I 9%
% Developing technology that excites me
I 8%
12% Being my own boss
. /%
% Developing new skills
I 37
10% The opportunity for financial success
. 7%
4%
Having a flexible work schedule and lifestyle
B 6%
0%
Testing and proving myself
% g P gmy
6%
— Helping others
7%
B 4% The people in the ecosystem
6%
B 3% Making money
6%
B 3% Offering a new service or product to my local community
6%
D 3% Solving a problem in my local community

3%






B 2023
2018
Highlight

This map represents who took part in
Startup Muster 2023 and provided addresses.
Please note this is not a population estimate.
Also note some startups had offices
and home addresses in multiple states.

Our own office

University-based startup area

Anywhere | can use my devices
Cafes / restaurants / etc ‘

WHERE are they?

worked from

Home office

Coworking space

Incubator space 139
i 67% with the most startups reporting
Public spaces .6%107 0.4° /o' engagement in their local ecosystem
1. 2000 (Sydney)
B 2023 Founders 2. 2007 (Ultimo)
B Policies for startup employees in 2023 .
3. 5000 (Adelaide)
17°% of startup founders are working 18% 7% 4. 2010 (Macquarie Park)
full-time from an office outside 14% o o 13% 5. 4000 (Brisbane)
their home. o% 5% h 3% 4% 6. 2M3 (SurryHills
S NNen - -l (Surry il
None : ) . 4 . 4 7. 4006 (Bowen Hills)
60% of startups felt engaged
in their local startup ecosystem. Days per week in an office outside their home
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WHERE are they? ...

Main reasons for choosing your office location

OF FOUNDERS
IDENTIFIED AS
BEING PART OF AN Affordable

INNOVATION PRECINCT Using my own home
OR CLUSTER

17%

s OF STARTUP
1% SUPPORT
PROGRAMMING

" WAS DELIVERED
MOSTLY ONLINE

Convenient location (6% close to home)

Startup community

Support available

°8I
o~ O
o=

Central location

Most used coworking spaces

&
32

Quality of workspace

Fishburners
Stone & Chalk

It was free 6%

work significantly

1.
2.
3. WeWork University-provided -5%

Opportunities for partnerships - 5%
o. Tank Stream Labs
6. Hub Proximity to customers -5% 24% of founders said their
7. River City Labs home internet quality has
8 The Commons Good transport -4 %o negatively impacted their
9.

Spacecubed No real reason 27%

10





Software development — 240

WHAT a I e th ey d OI n g 7 Artificial intelligence  ———— %

Medtech, healthtech or biotech _”%16%
Greentech NG 4%

Education 15%

I 13%
Themes that apply strongly to startup products/services Clean energy and waste (new)

INDUSTRIES i —

71%
00
Health |msmm 127

Mainly business customers (B2B)

0 8%
Software as a service (SAAS) _45f’ : S 17%
45% Advanced manufacturing 4%
: I 30% - I—— 1%
Mainly consumer customers (B2C) 303/ 3% Manufacturing % %
. Agriculture TGCGC—————— 11%
Has or will have patents —1851 P J _ 7% 10
° Internet of things —1% o
Mainly government customers (B2G) _12% 20% Fitness or wellness ~ EG——mm— o0
0 : I 9%
Marketplace T 17% ” Construction e
—— Content / media e——2t’
I0S app 23% Food and beverage 'em——3“. 5%
0 : I 5%
Environmental impact ?%W’ Marketing 13%
: I 8%
Android app _16%207 C‘onsultl‘ng —6% 8%
° Retail - Online 89,
Big data systems and analytics I /"]9% Defence 7%
Scientific research (new) I % .. . Environmental services S -
Fastest growing industries for startups Finance | (%
5%
Application programming interface (API) I 1% 199 Change in 2023 vs 2018 Logistics I 6% 00,
o - E— %
Social disadvantage or impact _8°/ 13% HR / recruitment 8%
’ Greentech +9% I (%
Desktop software I ° fransport ° /°o
P 1% Advanced manufacturing +7% Mining e—c
Social enterprise -}822 Medtech, healthtech or biotech +5% Blockchain ™=====>% .
: I 5%
. . 0% Health +4% Cyber security 5%
Physical product with embedded software 79 5%
00 Agriculture +4% Real estate %
Hardware design and manufacture -6% ° Artificial intelligence e Social media ™——° % . = 202
. : : E— 57 3
Has or will have industry-specific licenses or accreditation -702 o Defence +3% Trade (e.g. construction, plumbing) 3% » 2018
Disability 4% . .
8% +3% ° Highlight
Peer to peer - 10% Aerospace Robotics —3% 5% gntig

11






FOR WHOM?

STARTUPS WITH
REVENUE

Years to add $10m in annual revenue

67%

Largest current or expected revenue sources

Subscriptions

12%

Services billed by the hour 99,

8%
10%

1%

-

4%

60%
93%
l 34% 35%
USA AU UK NZ

Planned geographies for expansion

Purchases from our website
Transaction fees

Purchases through another medium

15%

India

33%

35%

80% 0%

12% 12%

Australia USA Other

COUNTRIES WITH THE
MAJORITY OF

CUSTOMERS

8% 5%

B 2023
2018
Highlight
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B 2023
2018

. . . . Highlight
Target customer industries for startups with business customers

FOR WHOM? ...

Healthcare 27%

27%

Government & public sector

Financial services 20%

Energy 19%

Education 19%

Construction 19%

Manufacturing 18%

Large companies startups have had as a

customer and would recommend to others Utilities & infrastructure 18%

—
.

2.
3.
4.
S.
6.
/.
8.
9.

Local government councils (13 startups)
NSW Government (13 startups)

Federal Government (7 startups)
Google (6 startups)

Microsoft (5 startups)

VIC Government (5 startups)

BHP (5 startups)

CSIRO (5 startups)

UTS (5 startups)

Commonwealth Bank (4 startups)

SA Government (4 startups)

NAMED

Woolworths (4 startups)

Agriculture

Mining

Transport & logistics
Consumer products
Defence

Retail

Food & drinks

Data & analytics
Environmental
FMCG
Telecommunications
Healthtech

Real estate

Lifestyle & wellness

Climatetech

14%

14%

14%
13%
13%

12%

12%
11%
11%

11%

10%

10%
10%

16%
16%

Target customer types for
startups with business customers

Mid-size corporates
Enterprise businesses

Small to medium businesses
Government

Consumers

Universities

57%

56%

48%

23%

9%






WITH WHOM?

Average size of founding team
2.2 (27% female)
2.2 (23% female)

Average full-time employees currently

7.7 (37% female)
5.2 (34% female)

Average part-time employees currently

1.9 (42% female)

1.7 (45% female)

Average number of outsourced workers in past 12 months

5.2
5.2

Average number of interns in past 12 months

1.0
1.2

SKILLS IN
FOUNDING TEAM

General business operations
Strategy

Project management
Software development

Sales / business development
Product management
Managing people

Marketing

Financial management
Customer service

Scientific research
Stakeholder relations
Hardware development / engineering
UX design

Content creation / writing
Overseas business operation
Data science / analysis
Communications

Other engineering

Graphic design

Accounting

Grant writing

B 2023
2018
Highlight

Skills they wish were in founding team

Marketing

Sales / business development
I 25%
Software development 25%

UX design I 21%

Financial management
Legal

Accounting

Artificial intelligence (new)
Grant writing 129

Graphic design i

Product management

Social media

General business operations 9%
Strategy 9%

Public relations

Data science / analysis

Content creation / writing

Big data storage / analysis

Startups had an average of 9.6 paid employees, plus 5.2 outsourced

workers in the last year, and planned to hire an average of 5.5 more

Artificial intelligence (new)

employees in the next 12 months





WITH WHOM? ...

Skills they plan to hire in the next six months

Software development

Sales / business development
Marketing

General business operations
UX design

Customer service

Product management
Artificial intelligence (new)
Hardware development
Project management

Social media

Data science / analysis
Content creation / writing
Other engineering

Scientific research
Accounting

Overseas business operation
Graphic design

Big data storage / analysis

No hiring planned in the next sixmonths

CURRENT
TEAM SKILLS

I 4 4%
58% General business operations
I 39% :
39% Sales / business development
I 277%
236% Strategy
R, 1% Software development
I 15% Product management
28%
I 15 Project management
20% :
. 13 Marketing
1% Customer service
I 12%
0% Financial management
I 127% :
8% Managing people
- 122 : "
8% Content creation / writing
-1}2/‘3,/0 Communications
-1% Accounting
I 10% UX design
12%

S 10% Social media
7% :
—— Stakeholder relations

o Data science / analysis
I 8%

13% Scientific research

D 8% _,
10% Grant writing

D 5% : :
17% Graphic design
. Artificial intelligence (new)
- 9% Hardware development

4%

Public relations

B 2023
2018
Highlight

T7% of startups were outsourcing work, with Australia being
the primary destination for 70% of these startups.

20% of startups had an employee on a visa, with the top visas
being the Graduate Working visa (485), Student visa (500),
Skilled Independent visa (189), Global Talent visa (858) and the
Working Holiday visa (417).

91% of startups would hire someone for a technical role
without tertiary qualifications.

Tasks being outsourced
I 577

Accounting 539
Legal _44% 50%
Software development TS o7 4%
Graphic design 55 46%
UX design I 250/59%
Marketing —202/‘3%
Content creation / writing _m

Financial management _90/:2%

15





WITH WHAT?

96%
OF STARUPS ARE
NOW USING Al

FOR KEY
TEAM FUNCTIONS

Job functions being performed by Al

—
.

o o N o o A~

Content creation / writing (36%)
Marketing (25%)

Software development (24%)
Social media (19%)
Communications (18%)

Graphic design (16%)

Data science (15%)

Customer service (11%)

Grant writing (8%)

—
.

o o A

the
gild
group

B 2023
2018
Highlight

"With the capital markets for early-stage ventures tightening, it's crucial for founders to
have a solid grip on their finances. That means understanding cash flow, runway and being
prepared for different scenarios. There are now plenty of SaaS tools to assist with this or you
can simply roll with good old Excel/Sheets. Staying informed is key to making good

decisions”

- Amit Shah, Director, The Gild Group

Top Al tool suppliers Top tools for financial forecasting

OpenAl (81%)
Midjourney (6%)
Google Bard (6%)
GitHub Copilot (5%)
Microsoft Bing (4%)
Canva (3%)

—
.

Excel (35%)

No forecasting (34%)
Xero (27%)

Google sheets (6%)
QuickBooks (3%)
Fathom (1%)

NS I NIV
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SUPPORTED BY

Most

TOP CHALLENGES
FACED BY SUPPORTERS

1. Financial viability (42%)

Program awareness (30%)
Scaling (20%)

Talent availability (14%)
50% . Policy & regulation (8%)

startups report benefiting from

39%

Coworking

32%

Acceleration or incubation
25%

Seed investment
29%

27%

Awards and competitions Top requests supporters

32% received but couldn’t help with

26%

—
.

An event to participate in Seed investment (18% of supporters)
17%

B-round investment or higher (16%)

Assistance with developing a pitch A-round investment (15%)

12% Other kinds of investment (12%)

25% Providing grants and scholarships (8%)

“A better future will not happen automatically-the
20% world needs talented, driven, and resilient people to
build it. By supporting Startup Muster, were doubling
23% - : ]
down on our mission to back the world's most driven
19% founders, from day zero to greatness, to ensure we
make progress inevitable.”

Internships : N : :
P Visa / immigration assistance (8%)

Accounting assistance (8%)

© N OO A NN

Education on how to raise investment Legal assistance (7%)

- Mike Abbott, Partner of Antler

17






B 2023

2018
PPORTED BY
eee® (contd)
Sentiment from startups towards
university-based support RSO
30%
46°% of startup supporters focus on specific industries or themes, vs 41% in 2018
Negative
14%
Top target industries for startup supporters Top target themes for startup supporters
Greentech = 1% Mainly business customers (B2B) — se%
Aaricult ——— 7% .
JICHIHrE 4% . Environmental impact *%
Healthtech or biotech _16"/3,7/0 o
Med tech . 7o Software as a service (SAAS) -7%% Top entrance criteria for support
Hvd — % 0 _ .
ydrogen (new) - oz " Mainly consumer customers (B2C) -7? " 1. Growthpotential (48%)
Advanced manufacturing ———————————— T ’ L o
° ) . N 2.  Demonstrable social impact (37%)
Artificial intelligence ———— 14% Social enterprise 6% .
EEEEEEE— o 3. Specific sector or technology (37%)
Health 7o ’ , D <%
. . S 0% Has or will have patents 4% 4.  Participants' location (21%)
Environmental services 59, ’
Fintech T 9% . 5. Demographics of team (12%)
Mining ' ESSS——— 7. 6.  Specific university affiliation (10%)
Internet of things ~ TEEEG—_——————— 7% 0 7. Turnover above or below a specified amount (9%)
Fducation ' EGSGS—_— G
Robotics ' EG— G
Software development R 6t 1% o F
Blockchain — T—— 5% 1%
Vrtuataugmentedreaty — ACCELERATORS AND INCUBATORS

ARE RUN BY UNIVERSITIES

18
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SUPPORTED BY...

Startups that have benefited from
a coworking space

B Incubators/accelerators
Startups that have benefited from : B Coworking 39%
Top reported benefits

an accelerator or incubator 50
(o)

I

32% Networking/connections
25%
Mentorship/advice
Startupls that are curr;ntly in Peer support ~
an accelerator or incubator F l s h b u rn e rs
17% Funding/capital where founders thrive & startups grow
15% E ducation/skill Australia’'s most recommended
ucation/skills coworking spaces
Exposure 1.  Fishburners
. Stone & Chalk
Space/facilities . UTS Startups
Startmate  weon
No benefits come to mind

SpaceCubed

Australia’s most recommended The Commons

accelerators/incubators River City Labs

1. Startmate
2. Antler
3. UTS Startups

—
.

Meeting rooms with AV
Mentors and networking opportunities
Soundproof/private meeting Spaces

4. Cicada Innovations
Monitors and fixed setups at desks

0. Macquarie University Incubator

6. UNSW Founders

a ~ P

Amenities like cafe, gym, printing services
19






2023

SUPPORTED BY... MENTORS —Ji

Average events attended per month by survey year Startups that have benefited from mentoring

Better event timing and recordings . Team-building/HR

Focus beyond just tech

63%
1.8 1.8
1.7
1.6
1.5
1.2
Australia’s most Areas where more
2014 2015 2016 2017 2018 2023 recommended mentors mentorship is needed
David Burt 1.  Sales
. Alan Jones (the good one 2.  Marketing
Australia’s most What people want to see R i ) ”
recommended events/festivals in startup events MISSHREITES 5. Fundraising

Matt Allen 4.  Strategy

1.  SouthStart 1. Networking opportunities . Charlie Gunningham o.  Business growth/scaling

2. Sunrise 2. Investor engagement ~ Peter Laurie 6. Business operations

3. Intersekt 3.  Diverse and inclusive events ~ Jamie Pride /. Leadership/executive skills

4. Spark Festival 4.  Educational content and practical how-tos ~ Brad Deveson 8. Product development/management

o.  West Tech Fest 5. Real stories and diverse perspectives 9.  Legal and regulatory

6. Climate Tech Festival 6.

7.
8.

Customer and industry engagement

66% of founders said they had adequate mentorship

SOUTHSTART

20






FUNDED BY

Startups that need funding to continue

65%

My own cash contributions

Runway in months for those startups
Family and friends

R&ED tax offset

2.9 months

8.6 months Private equity/VC in Australia

State government grant
Accelerator or incubator investment
Startups currently trying to raise funding Federal government grant

Credit card

55%

499, Private equity/VC overseas

Private equity/VC as a convertible note in Australia
Prize money

Bank loan

Private equity/VC as a convertible note overseas

Opinion on early-stage funding Local government grant

availability today vs five years ago Crowd funding on an Australian platform

Venture debt in Australia

34% _— 019, Venture debt overseas
16% Crowd funding on an overseas platform

Same

Unsure Worse Better

B 2023
2018

FOUNDERS WITH SUCCESSFUL

FUNDRAISING ROUNDS SPENT
AN AVERAGE OF <7/ HOURS

GETTING INVESTMENT,
TALKING TO /” INVESTORS

Funding sources inuse

iy 7 2%
64%

I, 547% Top reasons for using overseas investors
I 29% . . ,

28% 1.  Limited availability of local funding
I 28% " -

29% 2.  Morewillingness to take risks
_15%20% 5. Bettervaluations and terms
_161/2% 4. Industry specialisation and understanding
TW% 5.  Global business opportunities
I 1%

15%
I 1%
9%
I 07 Fundraising experience
I 9%
oo . o . oO
8% Never tried toraise funding R 5 e
- 7% (o
7% - TN I 157
— Tried but couldn't raise as much as | needed e 6%
3% .
B 4% Tried and raised as much as | was seeking _17]/‘(’?%
3%

D 2% Tried but couldn't raise any -730/"
1%
%OZ/% Approached by investors and declined -67/
%oz/:/° Tried to raise and was oversubscribed -SZZ/O
)1% : D 3%
1% Approached by investors and accepted 2%

Highlight
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GOVERNMENT
TOP GRANTS

B 4

13%

i

8%

B 0%
9

%

s

1%

K

0%

Pz
4

%

R&D Tax Incentive

MVP Grant (NSW)

Export Market Development Grant

Accelerating Commercialisation

Boosting Female Founders

Ignite Ideas (QLD)

No grants applied to

Grants websites like

grants.gov.au / grantguru.com /
thegrantshub.com.au

50%

TOP GRANTS

R&D Tax Incentive

Export Market Development Grant

MVP Grant (NSW)

Accelerating Commercialisation

CRC-P

Ignite Ideas (QLD)

No grants received

Word of mouth

B 3%

13%

B

2%

B2

7%
)3
3%
|19
0%
1%
2%

Newsletters

63%

Most effective ways of identifying grant opportunities

TOP GRANTS

R&D Tax Incentive

Export Market Development Grant

Accelerating Commercialisation

MVP Grant (NSW)

National Reconstruction Fund

Ignite Ideas (QLD)

No grants planned

Incubators / coworking spaces

-

12%

P
4

%

| H

12%
 H
3%
1%
0%

1%
2%

57%

B 2023
2018
Highlight

22



http://grants.gov.au

http://grantguru.com



GOVERNMENT ..

Top recommendations to government

—
.

2.
3.
4.
5
6.
/.
8.
9.

" , o . MEMBERS OF PARLIAMENT
ety ey THAT WERE NAMED AS

Engage more with startups (10%)

Buy from startups (9%)

Focus support on early-stage startups specifically (8%) OF TH E A U s TR A LIA N

Improve grant accessibility (7%) (1% mentioning RDTI)

upport prosramming o sarups (6% STARTUP ECOSYSTEM

Provide connections (5%)

Reduce compliance burden (5%)
Improve tax incentives (personal and business taxes) (4%)

Incentivise investors (1% referencing early-stage investors) (4%)

Ed Husic (16%)

Victor Dominello (NSW, 5%)
Stephen Dawson (WA, 3%)
Malcolm Turmbull (2%, 10% in 2018)
Stephen Marshall (SA, 1%)

Restore grants / be more consistent (4%) (1% referencing the NSW MVP grant)
Support skills development (3%)

Support mentorship (3%)

Help promote startups (3%)

oA NN

Support incubators/coworking spaces (3%)

Improve procurement (3%)

* Note this was asked in a different question specifically on ESOPs
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IMPACT

STARTUP

| need, aste life
MOST services ¢ stomers build reduce

affordable Ausvauaproducts experiences

enable organisations energy
datamproveempower ~ragte

business

h c LD sustainable WQTLd
better

tlmep e Op L@ naustry

lobal
health

more~technology
providefuture yngke™’

providing busSMEesses impacts| | tioNs

COMMUNILY eVeryoNe 4ocessible pOwWer
platform home

new

every education
ACCESS WOT K buitdihgenab“ng creating
way

What is most important
in decisions made in startups

Profit/impact
equally

96%

Profit

18%

STARTUP

mpact
businesseducation overyone

responsibility make diversity
worldnhonesty | . q Tespect

pPeopP [etran sparency
trustcollaboration

heath

Lintegrity

Team
WOT K

e IMMOVATION

customer sustamability
community accountability believe

excellence technology SOUTIONS
suUpport purpose quality
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IMPACT ...

Top startup impact areas

Women

Preventing emissions

Rural/remote

Increasing climate adaptation and resilience

Regional

Environment / biodiversity / natural capital

People with disabilities

Youth

Culturally and linguistically diverse (CALD)

First nations

Health

Taking emissions out of the atmosphere

LGBTQI+

None

19%

17%

16%

15%

14%

13%

10%

10%

3
32

R
2

R
2

o

5

Q)
o~

27%

57%

of startups had some operations informed by

Impact measurement

29%

regularly report on impact

28%

had funding tied to impact measurement

18%

have a CSR policy in place

42%

are donating employee time

12%

have committed equity towards
a foundation

41%

are donating money to social impact

1%

are members of a giving organisation,
6% are members of Pledge 1%

Top startup Sustainable Development Goals

Industry, mnovation and infrastructure
Good health and well-being

Decent work and economic growth
Sustainable cities and communities
Reduced inequalities

Climate action

Responsible consumption and production
Gender equality

Quality education

Affordable and clean energy

Life on land

Cleanwater and sanitation

No poverty

Partnerships for the goals

Life belowwater

Peace, justice and strong institutions
Zero hunger

None

38%

30%

28%

25%

22%

21%

18%

16%

13%

1%

.7%
7%
B
.5%
.5%

18%
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B 2023
2018

Highligh
CHALLE N GE s The primary challenge faced by founders today Ighlight

Fundraising | 30°%

Customer acquisition N 9% 44% of startup founders said
Talent (2% acquisition, 5% availability) [ 8% they had lasting impacts from Covid

Finances -8%
Sales [ 7%

What hindered founders when starting

e : : R, 40% :
Life circumstances that require a stable income 289, Marketing - 6%
Financial dependents (kids, mortgage etc) 3;;,/ Product development - 6%
. . S 1% Time 4% Lasting impacts of Covid
Lack of access to investors or finance o
7% Scaling [ 4%
ok of time I 5% ] ° Hybrid/remoteworking [N 107,
12% Economic conditions [l 3%
Other life circumstances required my attention _16?;3% Grants 3% Lower sales - %
Lack of confidence in my own ability _113? Manufacturing 2% More sales - 3%
(o) H (o)
Lack of confidence in the viability of my idea _151/;% Capacity/workload . 2% Lost time - 3%
o Competition 2%
Lack of the technical skills to start I 15 209, More opportunities through virtual meetings - 3%
° 'mnotsure [ 16%
Commitment to immediate family and / or spouse _11°1/03 /° Finances - 2%
. [N 2%
Need to save money first 16% Lost relationships - 2%

89‘:/:/o Market changes - 2%
— REPORTED | —
:;: PERSONAL CHALLENGES Lower investor appetite - (

Lack of the non-technical skills to start 1% FOR FOUNDERS Less travel -2%

I 7%
Forced to pivot - 2%

| just don't knowwhere to start

Lack of support from a partner or spouse

Seemed too hard 29,

B 6%

Lack of access to mentors in my area 59,

B 5%

Lack of support or support services inmy area 4%

- [ 27%
Nothing 249

2% 2%

Born overseas Mental health
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PLANS

Expand sales significantly inside Australia
Expand sales significantly outside Australia
Undertake capital raising overseas

Join a startup support program overseas
Open another office overseas

Move to a larger office in Australia

Renew my office lease in Australia

Sell the organisation to a foreign purchaser
Move our primary office overseas

Sell the organisation to an Australian purchaser
Shut down the organisation

Move to an office of similar size in Australia
Move to a smaller office in Australia

List on the ASX

List on a foreign exchange

No specific plans

12 months

64% Expand sales significantly outside Australia
Expand sales significantly inside Australia
Undertake capital raising overseas

Undertake capital raising in Australia

Move to a larger office in Australia

Open another office overseas

Sell the organisation to a foreign purchaser
Join a startup support program overseas

Sell the organisation to an Australian purchaser
List on the ASX

Move our primary office overseas

List on a foreign exchange

Renew my office lease in Australia

No specific plans

B 2023
2018
Highlight

12 months
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B 2023
2018

INFO SOURCES for founders

TOP TOP TOP

o Erancial Review TR 40% I /4% I 427%
Australian Financial Review AT% The Lean Startup 47 YouTube AT
- 30% I 227 I 527
tup Doy
Startup Daily 40% Zero to One 259, ChatGPT -
I 24% . . % D 9
StartupSmart / SmartCompany 259 The Hard Thing About Hard Things -1(108// LinkedIn groups 0% 27
I 24% | 16% %
TechCrunch A% The Innovators Dilemmma -1 4% Stack Overflow / Stack Exchange _222/ 5
- I 20% . % g
Sydney Morning Herald 299, Running Lean -1? 2/‘7 Udemy -202/300/
- o R 20°% 10% 9
Business Insider 259, Purple Cow - o Facebook groups R 2/00 .
[ 6% s g
The Australian -~ Hooked 0o, Coursera N 3 f7‘7
. 15% 0 o
InnovationAus.com _12% Blitzscaling 7% Quora B 0%
22%
-12% 0
Forbes B 4% 0
19% Lean In 79 Khan Academny ] :o//
I 9% i b
4% 0
Hacker News 15% The Startup of You B ) 7%
3% Lynda 10
. D 4% . °
Silicon Beach ; . B3% 6%
6% Platform Revolution 4% Discord groups g
3% b
BRW : 3% 5%
13% Startup Focus 49% Code Academy B .
I 267 0 °
None used frequently 6% No books D 52% D 2%
° 30% None

22%
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NEED MORE?

Bespoke reports

O /_7‘ Startup Muster 2023 collected 283 data points on
startups and supporters across Australia.
Private boardroom briefings . s
This report is just the start of our work to make sure

all surprising and actionable insights are made

available, to demonstrate and accelerate progress.

Industry-specific surveys

Please contact us to discuss further.

b

Area-specific surveys

nfo@startupmuster.com

Survey technology
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