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1. Introduction

Independent schools’ ability to plan based on sound assumptions regarding future school funding is a key
component in ensuring schools remain well-managed, sustainable and financially viable. Ensuring this
outcome should be a shared goal of schools, education authorities and governments.

The current Schooling Resource Standard (SRS) funding model, and the associated Direct Measure of Income
(DMI) Capacity to Contribute (CTC) methodology for calculating base funding, is a complex model which is far
more reactive to change than previous models. While this is in many ways viewed as a positive, it can make it
extremely difficult for schools to estimate future funding and plan accordingly.

This guide to the SRS funding model is intended to assist schools to understand the various elements of the
SRS funding model and to plan accordingly. This guide primarily focuses on Commonwealth funding of schools
and does not cover state or territory funding allocation methodologies for individual schools, which vary from
state to state.

Please note that this document is a GUIDE ONLY and if schools have specific queries in relation to funding
entitlements, then they should contact their AIS, the Australian Government Department of Education or the
relevant state department of education.
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2. Schooling Resource Standard (SRS) funding model

The Schooling Resource Standard (SRS) funding model is the current Australian Government needs-based
recurrent funding model, largely based on the recommendations of the Review of Funding for Schooling (the
‘Gonski’ Review). The SRS funding model aims to ensure that every student, regardless of their background or
personal circumstances, has access to a high-quality education.

The SRS funding model consists of two main components: base funding and loadings. Base funding for non-
government schools is adjusted based on a school’s Capacity to Contribute score (see section 4).

Chart 1 The components of the Schooling Resource Standard (SRS) funding mode/

Students with disability

English Language Proficiency

Aboriginal and Torres Strait
Islander

Socio-Educational Disadvantage

Location

Size

2025 (preliminary)
base SRS per
student amount

Primary: $13,991
Secondary: $17,582




Under the Australian Education Act 2013, government schools should receive between 75% and 80% of their
SRS entitlement from state and territory governments and 20% from the Australian Government.

Non-government schools should receive 80% of their SRS entitlement from the Australian Government and
approximately 20% from states and territories (see sections 7 and 8).

Each state and territory government has entered into a bilateral agreement with Australian Government setting
out their funding targets. Some states and territories will meet their funding targets either before or after 2029,
while others are currently not on track to meet the legislated funding shares. (See state and territory share of
SRS, section 8).

The NSW Government also utilises the SRS funding model for payments to non-government schools and is
transitioning all non-government schools to 20% of the SRS by 2029.

3. Base funding

The SRS base amount is an estimate of how much total public funding a school needs to meet its students’
educational needs and is funded on a per-student basis. In 2025, the initial primary SRS base amount is $13,991
per student and the initial secondary SRS base amount is $17,582 per student. These amounts will be finalised
in August 2025 when indexation is applied to the initial 2025 amounts.

For most non-government schools, the base amount is reduced by the school’'s Capacity to Contribute score
(see section 4).

In 2025, ISA estimates that base funding will account for 75% of all Australian Government recurrent funding to
Independent schools nationally, and 76% in NSW.

4. Capacity to Contribute

Capacity to Contribute (CTC) reduces the SRS base amounts for most non-government schools. CTC is a
measure of the capacity of the parents and carers of students at a non-government school to contribute
financially to the operating costs of the school, relative to the capacity at other non-government schools.

The Commonwealth Department of Education (the department) annually calculates CTC scores for non-
government schools, determining the funding reduction applied by the Commonwealth to a school’s base
funding. This reduction only applies to the base funding and does not affect any loadings.

Once CTC has been applied, base funding ranges from a minimum of 20% of their SRS base funding (CTC
scores 125 or higher) up to a maximum of 90% of their SRS base funding (CTC scores 93 or lower).

CTC does not apply to the following types of non-government schools, which receive 100% of their base
funding:

e Majority Aboriginal and Torres Strait Islander (MATSIS) schools
e Special Schools

e Special Assistance Schools (SAS)

¢ Remote sole provider schools

These schools are classified as ‘CTC-exempt’.

CTC also does not apply to distance education students. Instead, distance education students attract 45% of
SRS base funding. Distance education students are eligible to receive loadings.
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Chart 2 Base funding per student by CTC score* 2025
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*Base funding before the application of the Commonwealth share (see section 7)

4.1 Direct Measure of Income (DMI) methodology

CTC scores are determined using the Direct Measure of Income (DMI) methodology. The DMI refers to the
median family income of a school's students for a given year, determined by linking parent / carer names and
addresses with income tax data. The median family income is subsequently converted into an annual DMI
score.

A school’'s CTC score is the average of the DMI scores for the previous three years.

When a DMI score can’t be calculated for a school, for example when there are significant data quality issues, a
Refined Area Based (RAB) score is used (see section 4.2). For small and very small schools, annual CTC score
changes are limited to two points from the preceding year.

The average student weighted DMI score nationally across the non-government sector is 103. This figure is 106
for the Independent sector, and 110 for Independent schools in New South Wales.

DMI scores can be volatile, and it is now clear that for most schools, even managing a one-point change in CTC
scores can place a significant financial burden on an individual school.

For more information see - Direct Measure of Income (DMI) Methodology - Department of Education,
Australian Government
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https://www.education.gov.au/recurrent-funding-schools/resources/direct-measure-income-dmi-methodology
https://www.education.gov.au/recurrent-funding-schools/resources/direct-measure-income-dmi-methodology

4.2 Refined Area Based (RAB) methodology

When it is not possible to calculate a DMI score for a school, a RAB score is used as the school’'s CTC score.

A school’s RAB score is calculated using income data from the geographic areas where the students’ parents /
carers reside. The data comes from linking the annual Student Address Collection and the 2021 ABS Census of
Population and Housing.

4.3 CTC score review

There are two ways an approved authority can request a review of a school’'s CTC score.

Under subsection 53(2) of the Act, if a school’s approved authority believes its CTC score to be inaccurate, it
can apply for a review at any time.

Additionally, a decision made by the Minister’s delegate regarding a CTC score is reviewable under the Act.
This means that a school's approved authority can also ask for an internal review of the decision within a
certain timeframe from when the decision was made - typically 30 days. Details about internal reviews are
provided by the department when it communicates the CTC scores to schools each year.

If the outcome of an internal review fails to satisfy an approved authority, it has the option to apply to the
Administrative Appeals Tribunal (AAT) for an external review of the decision.

For more information see - https://www.education.gov.au/recurrent-funding-schools/fact-sheets/capacity-
contribute-ctc-score-reviews

4.4 Timing of the release of CTC scores

CTC scores are released at the end of the year, usually November or December, for implementation the
following year. This means that a school can have little to no warning of a change in its CTC score, which can
significantly impact a school’s funding entitlement.

5. Loadings

The loadings are funding provided on top of the base funding to help meet extra costs associated with
educating students with disadvantage and to take into account individual school circumstances. Students and
schools can attract more than one loading.

There are six categories of loadings:

e Student with disability

e Aboriginal and Torres Strait Islander
e Socio-educational disadvantage

e Low-English proficiency

e School size

e School location

The combination of base funding and loadings makes up the total SRS funding entitlement for a school.
Loadings are fully funded and are not reduced by a school’s Capacity to Contribute score.

It is important to note that the Commonwealth funding a school receives is scaled according to its
Commonwealth share (see section 7).
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5.1 Loading: Student with disability

e Accounts for approximately 13% of Australian Government recurrent funding in Independent schools
nationally, and 13% in NSW. Varies from school to school.
e Data used: Nationally Consistent Collection of Data on School Students with Disability (NCCD) from

Australian Government Non-Government Schools Census.

This loading provides additional funding for students with disability according to their need for educational
adjustments. The loading for each school is determined by the number of students requiring adjustments, and
the level of adjustment provided for each student.

The student with disability loading is based on data gathered through the Nationally Consistent Collection of
Data on School Students with Disability (NCCD) as part of the Non-Government School Census. This data is
based on teachers’ professional judgement in relation to a student’s required level of adjustment.

Students in the top three levels of adjustment, namely extensive, substantial, and supplementary, are eligible
for funding through the students with disability loading. The fourth level of adjustment, 'support provided
within quality differentiated teaching practice’' refers to adjustments made within the classroom as part of
regular teaching and does not attract funding.

Table 1 below sets out the loading as a proportion of the SRS base amounts and the dollar values for primary
and secondary students at each funded level of adjustment.

Table 1 Student with Disability loading as a proportion of SRS primary and secondary amounts and the dollar

values
Primary $
Supplementary: 42% of SRS $5,876
Substantial: 146% of SRS $20,427
Extensive: 312% of SRS $43,652
Secondary $
Supplementary: 33% of SRS $5,802
Substantial: 116% of SRS $20,395
Extensive: 248% of SRS $43,603

5.2 Loading: Aboriginal and Torres Strait Islander students

e Accounts for approximately 1% of Australian Government recurrent funding in Independent schools
nationally, and 1% in NSW. Varies from school to school.

e Data used: Aboriginal and Torres Strait Islander FTE enrolments from Australian Government Non-
Government Schools Census.

This loading provides additional funding for each Aboriginal and Torres Strait Islander student enrolled in a
school and included in the Non-Government School Census.

The loading increases as the percentage of Aboriginal and Torres Strait Islander students in a school increases.
For a school with only one Aboriginal and Torres Strait Islander student, the loading accounts for an additional
20% of the SRS base funding per student. This percentage increases in parallel with the increase in the
proportion of Aboriginal and Torres Strait Islander students. If a school’s entire student body is Aboriginal and
Torres Strait Islander, the loading will be 120% of the SRS base funding per student.
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Chart 3 Aboriginal and Torres Strait Islander loading percentages
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5.3 Loading: Socio-educational disadvantage

e Accounts for approximately 7% of Australian Government recurrent funding in Independent schools
nationally, and 7% in NSW. Varies from school to school.

e Data used: Student Background Data (SBD) Collection from Australian Curriculum, Assessment and
Reporting Authority (ACARA).

This loading provides additional funding for each student from a socio-educationally disadvantaged
background.

The loading amount is determined by the proportion of students within the two lowest quartiles of socio-
educational advantage (SEA), as determined by ACARA. ACARA calculates the SEA based on the educational
and occupational status of parents / carers, and includes occupation, completed school education, and highest
level of post-school education.

The loading increases as the percentage of a school's students in the lower two SEA quartiles rise, with a
maximum of 50 per cent of the SRS base funding amount per student allocated for Quartile 1 and 37.5 per cent
for Quartile 2.

This loading can be volatile for schools and is difficult to predict in advance (see section 10).
Chart 4 Socio-Educational Disadvantage loading percentages of the two lowest quartiles
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PREVIOUSLY DEEMED SCHOOLS

For some years there was a deeming arrangement in place for special assistance schools, special schools and
majority Aboriginal and Torres Strait Islander schools (MATSIS) which took into account the difficulty those
schools had in providing background data for students. Deeming has now ceased with transition arrangements
in place until 2026.

Loading: Low English language proficiency

e Accounts for less than 1% of Australian Government recurrent funding in Independent schools
nationally, and less than 1% in NSW. Varies from school to school.
e Data used: Student Background Data (SBD) Collection from ACARA.
This loading provides additional funding for students with a language background other than English and at

least one parent who has only completed their school education to Year 9 (or equivalent) or below. This can
include recent immigrants and refugees.

The loading constitutes 10 per cent of the SRS base funding per student and is determined using data from
ACARA.

5.5 Loading: School size

e Accounts for less than 2% of Australian Government recurrent funding in Independent schools
nationally, and 2% in NSW. Varies from school to school.
e Data used: Total FTE enrolments from Australian Government Non-Government Schools Census.
This loading provides additional funding to medium, small, and very small schools, acknowledging that smaller

schools cannot realise the same economies of scale as larger ones. Unlike the other loadings, the calculation is
based on a fixed dollar amount, not a proportion of the SRS base funding per student.

Primary schools with a student count of up to 300 and secondary schools with up to 700 students are eligible
for the size loading. The loading is scaled as shown in the diagram below.

In 2025, the maximum loading for primary schools with a student population between 15 and 200 is $220,639.
The maximum loading for secondary schools with a student population between 100 and 500 is $353,026.
These amounts have been finalised when SRS indexation was finalised in August (see section 6). Schools with
both primary and secondary students receive a weighted amount based on the proportion of primary and
secondary students.

Chart 5 School size loading according to number of students
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While this loading accounts for a small proportion of overall funding nationally, it can represent a large
proportion of the funding provided to individual very small and small schools.

5.6 Loading: School location

e Accounts for approximately 1% of Australian Government recurrent funding in Independent
schools nationally and in NSW. Varies from school to school based on geolocation.
e Data used: ARIA+ score, derived from school’s head campus location.

This loading provides additional funding for schools located in regional and remote areas, acknowledging that
the cost of provision of education in these locations is higher than in metropolitan schools.

The loading amount is determined by a school’'s Accessibility/Remoteness Index of Australia + (ARIA+) score, a
measurement of each Australian location’s remoteness or accessibility calculated using the road distance from
populated localities to the nearest Service Centres. The ARIA+ scores correlate with a percentage of the SRS
base funding per student and the school’s size loading.

Chart 6 School location loading percentages according to ARIA+ score
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6. Indexation

Recurrent school funding is indexed every year to account for the increasing costs of schooling.
Indexation is legislated as the highest number, for each given year, of:

e Floating measure of Wage Price Index (75%) and Consumer Price Index (25%)
e 3.00%

The floating measure is based on the June quarter Wage Price Index (WPI) and Consumer Price Index (CPI)
which are normally published by mid-August by the Australian Bureau of Statistics. The department confirms
the indexation rate for the year shortly thereafter.

In 2024, WPI for the June quarter was 4.1% and CPI for the June quarter was 3.8%, resulting in a final
indexation of 4.0%.

In 2025, indexation has been initially set to 3.1%, based on CPIl and WPI estimates from the Mid-Year Economic
and Fiscal Outlook (MYEFQO) 2024-25 released in December 2024.
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7. Commonwealth share of SRS

As noted above, under the existing legislation the Australian Government intends to fund every non-
government school at 80% of their SRS funding entitlement by 2029. Individual Independent school funding
entitlements would have been above or below 80% of the SRS due to the settings of previous government
funding models.

For Independent schools that were funded above 80% of their SRS funding entitlement, there is a transition
process in place to gradually reduce their funding levels to 80% by the year 2029. This means that the
percentage of funding provided by the Australian Government is gradually decreasing, until it reaches 80% of
the school’s SRS funding entitlement in 2029. The transition process is intended to allow schools time to adjust
their budgets and plan for a likely reduction in funding.

Nonetheless, many Independent schools with a transition percentage significantly above 80% will experience
nominal decreases in their funding from year to year.

Independent schools that were funded below 80% of their SRS funding entitlement have already transitioned to
the 80% target funding level by 2023.

From 2022, new schools have been funded at 80% by the Commonwealth and for that reason are not subject to
any transition arrangements.

As of 2025, 857 schools have already transitioned to 80% and there are 383 Independent schools still above
80%. Of the schools funded above 80% in 2025, 73 of them are funded less than 81%.

Chart 7 Transition pathways of schools above and below 80% (Commonwealth share)
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8. State and territory share of SRS

The state and territory share of the SRS for non-government schools is set out in the Australian Education Act
2013 and the bilateral agreements negotiated between state and territory governments and the Australian
Government as part of national school reform agreement processes.

Under the National School Reform Agreement, which was initially for the period 2019 to 2023 but then
extended for an additional year, all states and territories agreed to fund non-government schools to at least
20% of the SRS except for the Northern Territory.

Under the new Better and Fairer Schools Agreement (2025-2034) and other national agreements in place in
2025, state and territory governments have agreed to continue to fund non-government schools at 20% of the
SRS or to transition to 20% of the SRS.

In 2025, five jurisdictions have already finished transitioning all non-government school funding to 20% of the
SRS and the remaining three jurisdictions, the Northern Territory, NSW and SA, are expected to finish
transitioning non-government school funding to 20% by 2029. NSW has transition arrangements in place
where over-funded non-government schools will be transitioned to 20% by 2029, and NT will transition under-
funded non-government schools to 20% by 2029.

As of March 2025, the Northern Territory has signed the Better and Fairer Schools Agreement 2025-2034 and
the bilateral agreement with the Australian Government. Victoria, SA, NSW and Queensland have signed the
Better and Fairer Schools Agreement - Full and Fair Funding 2025-2034 but have not yet signed bilateral
agreements. WA, ACT and Tasmania had originally signed the Better and Fairer Schools Agreement 2025-2034
but have moved across to the Better and Fairer Schools Agreement - Full and Fair Funding 2025-2034.

The 2025 state and territory share of SRS for non-government schools are noted below.

e NSW
As per the interim agreement, non-government schools currently funded above 20% of the SRS will
continue to transition down to 20% by 2029.

e QLD: 20.00% in 2025

o VIC: 20.00% in 2025

e WA: 20.00% in 2025

e TAS: 20.00%in 2025

e ACT: 20.00% in 2025

e SA
As per the interim agreement, South Australia intends to maintain funding of 22% to the non-
government sector for 2025.

e NT: 15.80% in 2025
As per the bilateral agreement, the Northern Territory has agreed to transition non-government school
funding up to 20% by 2029.

States and territories are only required to reach their agreed SRS percentage at an aggregate level. This means
while in practice a state or territory may reach 20% of SRS on average for non-government schools, the
percentage of funding for individual schools can still vary. For NSW non-government schools, every individual
school will be funded at 20% by 2029.

9. Approved system authorities

Approved system authorities, such as the government, Catholic and the smaller Independent school systems,
redistribute Australian Government recurrent funding to individual schools in the system according to an
approved needs-based methodology. This methodology must be publicly available.
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10. Volatility

Both base funding and loadings can be subject to significant year-on-year volatility at the school level. For
base funding, the main source of volatility is movement in Capacity to Contribute (CTC) scores. In 2025, CTC
score changes resulted in the following funding changes for Independent schools.

— 13% of Independent schools experienced an increase in funding due to movements in their CTC score.
— 67% had no change in CTC score.

— 20% experienced a reduction in funding due to movements in their CTC score.

— 93% of Independent schools experienced a point change of -1, no change or +1 in their CTC score.

Changes in CTC score have an immediate and potentially significant effect on school funding. Depending on
factors such as Commonwealth share trajectory, primary/secondary student mix and position on the CTC
curve, a +1 or -1 change to a school’s CTC score could result in a change of between 1% to 16% in
Commonwealth funding. This could equate to a change of up to $422 per student for a school that has reached
an 80% Commonwealth share (see section 7).

For loadings, volatility comes from the changes in annual input data used to calculate loadings (e.g., the
number of students with disability requiring educational adjustments). This volatility is exacerbated by the
timing of the changes in annual input data. The annual Non-government School Census takes place in August
and changes to several large loadings, such as the Student with Disability (SWD) loading, are only confirmed in
the final October payment of the year (see section 11), leaving schools and approved authorities with very little
time to respond to changes in funding.

The Socio-Educational Disadvantage (SED) loading, which is based on an ACARA data collection, is also
finalised during the course of the year which can make estimating total funding for the year difficult. Further, as
the SEA quartiles are calculated using the entire school population in all sectors, there is no way to estimate
movement in the SEA guartiles.
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11. Payment of Commonwealth recurrent funding to schools

Payments to schools take place three times per year.
January

e 50% advance of the estimated initial entitlement for the school year.
e Data used:
- Non-Government Schools Census 2024 (Enrolments, NCCD)
- Student Background Data Collection 2024 (SED Loading, Low English Language Loading)
- Capacity to Contribute Score 2025
e |nitial indexation based on estimated Wage Price Index and Consumer Price Index for June 2025 from
Mid-Year Economic and Fiscal Outlook (MYEFO).

July

e 25% advance of the estimated interim entitlement for the school year.
e Data used:
- Non-Government Schools Census 2024 (Enrolments, NCCD)
- Student Background Data Collection 2025 (SED Loading, Low English Language Loading)
- Capacity to Contribute Score 2025
e Interim indexation based on estimated Wage Price Index and Consumer Price Index for June 2025
from the FY2025-26 Federal Budget.

October

e 25% of the actual final entitlement for the school year - however as this payment includes any
adjustments required due to the finalisation of student enrolments, indexation etc, final payments may
not equal 25% of the actual entitlement once adjustments are made.
e Data used:
- Non-Government Schools Census 2025 (Enrolments, NCCD)
- Student Background Data Collection 2025 (SED Loading, Low English Language Loading)
- Capacity to Contribute Score 2025

e Actual indexation based on Wage Price Index and Consumer Price Index for June 2025 quarter.

Payments from the NSW Government follow the same methodology and are generally paid in the month
following the Commonwealth payment.

From time to time, the department may decide that specific schools should follow alternative payment
schedules, such as monthly or quarterly instalments. This usually occurs where the department has concerns
about the school’s financial position. Should this happen, the department will notify the approved authorities
accordingly.

12. Future editions

Independent Schools Australia (ISA) and AISNSW will continue to update this guide twice per year, with the
first edition in the first quarter being the main update. The second edition will be released after the finalisation
of the annual indexation rate and will include the final SRS primary and secondary amounts for the year.
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