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Discussion Paper

Adjustment Assistance for non-government schools

Overview

The new recurrent funding arrangements for schools aim to create a fairer, needs-based and more
sustainable funding model that addresses the current situation where the majority of schools
receive more or less funding than they need. The new arrangements will redistribute funding
according to need to ensure all schools receive their fair share of funding.

10 year transition

Current funding arrangements mean there is no defined end to transition. Under these
arrangements some schools would not have attracted their needs-based funding entitlement for up
to 150 years.

From 2018, Australian Government funding will be set as shares of the Schooling Resource Standard
(SRS). Over 10 years (to 2027) all schools will be smoothly transitioned to consistent shares of the
fairer SRS:

- 20 per cent for government schools (up from an average of 17.0 per cent in 2017), and
- 80 per cent for non-government schools (up from an average of 78.7 per cent for Catholic
schools and 74.2 for independent schools per cent).

Negative growth schools

A small number of systems and schools are expected to experience an annual reduction in per
student funding for at least one year in the ten year transition period. However, some of these
schools may only experience very marginal reductions (less than 2 per cent of their Australian
Government funding).

For all these schools the net reduction is expected to be less than 1 per cent of their total school
recurrent income (including state and Commonwealth funding and fees).

These schools may also see growth in their total funding due to increasing enrolments or changes in
student characteristics.

The final number of schools set to have reductions in any year cannot be confirmed until enrolment
data is reported for that year.

Transition adjustment assistance will be available for vulnerable schools

Some schools may find it unreasonably difficult to adjust to the funding reduction. For these schools,
the Government will ensure an additional $39.8 million in financial support will be made available
through an adjustment assistance fund. This will be a cash limited annual appropriation over the 10
year transition period.

Key principles for transition assistance

It is proposed that transition assistance be:

- limited to schools that are facing a net reduction in per student Commonwealth funding in
any year during the transition
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- targeted to disadvantaged and vulnerable schools

- provided on a case by case basis, supported by evidence

- temporary with all schools on the consistent commonwealth share by 2027

- limited to maximum amount equivalent to topping up recurrent funding to maintain 2017
nominal levels of funding per student.

Which schools will be eligible for adjustment assistance?
It is anticipated schools eligible for adjustment assistance will fall into two separate categories:

- disadvantaged schools and
- financially vulnerable schools.

For disadvantaged schools, potential criteria include:

- status of the school, including special schools, special assistance schools and majority
Aboriginal and Torres Strait Islander schools;

- SES score;

- number of student attracting each of the disadvantage loadings.

For financial vulnerability resulting from the new funding arrangements, potential criteria include:

- level of school fees

- level of state funding

- total funding

- age of school (recognising newly established schools may be more vulnerable)

- SES score and capacity to contribute of the school community

- the annual reduction as a proportion of total Australian Government funding;

- the annual reduction as a proportion of total school recurrent income;

- any adjustments of state government funding in response to the new arrangements.

Questions for discussion

e Are the proposed criteria for the Transition Adjustment Fund appropriate?
e Are there additional criteria that should be considered?
e Should the criteria be weighted in any way?

Will funding for eligible schools be automatic?

Once eligibility criteria and funding guidelines have been finalised, the Department will contact all
schools facing a net reduction in funding.

It is proposed that any special schools and special assistance schools that are impacted will be
provided with an automatic guarantee of funding at nominal 2017 levels.

Other disadvantaged schools, or those that become financially vulnerable as a result of new
Australian Government funding arrangements from 2018 onwards would be required to provide
evidence of their financial situation in order to be assessed for adjustment assistance, based on the
eligibility criteria.

Questions for discussion

e Should all disadvantaged schools be automatically eligible for adjustment assistance?
o  What should the threshold for determining the level of disadvantage be?
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e What evidence of a school’s financial situation should be required?

How long will schools require adjustment assistance?

Depending on individual school circumstances, some schools may only require adjustment assistance
during the initial years of transition while others may require assistance until they reach the
consistent Commonwealth share of the SRS in 2027.

For schools requiring adjustment assistance over multiple years, they may be required to reapply to
the Department on an annual basis. Factors to be considered when determining an adjusted
transition path include ensuring schools do not experience a dramatic reduction in funding when
they no longer have access to adjustment assistance.

Questions for discussion

e Should eligible schools be required to reapply for adjustment assistance on an annual basis?

e Should new applications be accepted every year?

e When would schools ideally need to be advised of transition assistance decisions each year?
(Noting that schools with reductions cannot be formally determined until their enrolment
data for that year is reported to the Department).

How much adjustment assistance will schools receive?

The purpose of adjustment assistance is to ensure transition is manageable for disadvantaged and
vulnerable schools. The amount of eligibility assistance required will vary depending on each eligible
school’s individual circumstances.

The maximum amount of funding of transition adjustment funding for a school would be limited to
the difference between the recurrent funding amount for the school and their 2017 per student
entitlement (i.e. so that total school funding is not brought above their 2017 funding amount per
student).

What can adjustment assistance be used for and what assurance processes apply?

In line with all recurrent funding, the regulations will stipulate that transition adjustment funding
must:
e be used (spent or committed to be spent) within the year in which it is provided;
e only be distributed to the school for which the application is made and for which the funding
is determined;
e be reported as part of the financial assurance process.

Questions for discussion

e Should schools receiving adjustment assistance be automatically audited to ensure funding is
expended consistent with the fund’s intent?

e Should the Transition Adjustment Fund operate similarly to the Short Term Emergency
Assistance Fund?

Other avenues for assistance

Review of SES scores

Socio-Economic Status (SES) scores are used to determine the ‘capacity to contribute’ and are
calculated based on student residential addresses collected by the Department of Education and
Training and ABS census data related to income, employment and qualifications.
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The current SES scores were calculated in 2013 using student residential addresses collected by the
department in 2012 and data from the 2011 ABS census. The Department is in the process of
updating these scores including the collection of 2017 residential addresses and the use of 2016 ABS
census data.

Where a school considers their SES score does not reflect the socioeconomic circumstances of
the school’s community, there are provisions for the school to request a review of their score.
This is a long standing practice and guidelines will be made available to provide information
about the processes involved.

Short Term Emergency Assistance

While not an alternative to transition assistance, non-government schools should note the ongoing
availability of Short Term Emergency Assistance. Provision of this funding requires the approved
authority to apply and satisfy all of the following special circumstances criteria:

e that the special circumstance was unexpected such that it would not have been reasonably
foreseen by a competent approved authority.

e the special circumstances would, or are likely to, result in severe financial difficulty requiring
the school to cease a large part of its educational activities, or significantly lower the quality
of the education it provides, during the year

e the financial difficulty is short term such that if the approved authority were to receive
special circumstances funding the school would be able to:

o resume operating satisfactorily within two years, or
o continue operating until the end of the year

e the approved authority has exhausted all other options to remedy the financial situation of
the school (including all alternative sources of financial assistance) and there is still a need
for financial assistance under special circumstances funding to address the school’s
immediate financial difficulties.

e Other supporting information on the approved authority’s and the school’s governance,
financial management, enrolments and staffing will be assessed.

Approved authorities will not be eligible for special circumstances funds if they are found to not

be complaint with the Act or Regulations, if the use of the funding is to solely reduce the level of
indebtedness, to pay tax debts, or if the approved authority is already in the process of winding

down. Other exclusions apply.

Next steps

The provision of adjustment assistance will be included in amendment to the Australian Education
Regulation 2013.
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