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Agenda Item 4

Purpose of the report
This report updates forum on the initial allocation of Early Years Block funding for 2019-
20 and explains the impact of this on the implementation of the participation model for all 
providers. The focus is on the funding of the 3 and 4 Year Old offer. 

1. Early Years Funding 2019-20 Initial Allocation Updated December 2018

1.1. There are six funding streams in the early years block of the DSG, as set out 
below. The focus of this paper, is the early years entitlement for 3 and 4 year 
olds (YO), which constitutes the bulk of the funding and which is also subject to 
pass through and other requirements.

1.2. Since its introduction in April 2017 the EYNFF (Early Years National Funding 
Formula) has set the hourly funding rates that each local authority is paid to 
deliver the universal and additional entitlements for 3 and 4 YO. There is a 
separate established formula that sets hourly funding rates for 2 YO. As 
2019/20 is the third and final year of transition to the the full implementation of 
the EYNFF there are less options available to local authorities to fund providers.

Key points for 2019/20 - Local Authorities are required to;
 Set a single funding rate (including the same base rate and 

supplements) for both entitlements for 3 and 4 YO
 Must pass at least 95% of funding received to providers
 Must use a universal base rate for all types of providers including 

maintained nursery schools
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 Must use a deprivation supplement in their local 3 and 4 YO formula
 Must not channel more than 10% of funding to providers as 

supplements
 Must provide an SEN Inclusion Fund for 3 and 4 YO
 Compliance will be monitored through the S251 Budget and Outturn 

reporting process

1.3. Summary explanations including funding rates applicable in 2019/20.

 Universal entitlement for 3 & 4 YO – 15 hours free childcare for all 3 and 
4 YO available from the term after their 3rd birthday for a maximum of 38 
weeks per year. Funding is received by LBHF at £7.92 per hour.

 Additional entitlement working parents 3&4 YO – additional 15 hours free 
childcare for eligible 3 and 4 YO from the term after their 3rd birthday for 
a maximum of 38 weeks. Parents are required to obtain a 30-hour code. 
Funding received is £7.92 per hour.

 Disadvantaged 2 YO – 15 hours free childcare for eligible 2 YO from the 
term after their 2nd birthday for a maximum of 38 weeks per year. 
Funding received is £6.50 per hour and this is passed on at the same 
rate to providers. There are some CP/CIN 2YO who are entitled to this 
funding and this is passed to providers in the normal way.

 Early Years (EY) Pupil Premium – additional funding for disadvantaged 
3 and 4 YO paid as a top up of £0.53p per hour up to a maximum of 
£302.10 per year. Eligibility relates to benefits received by the family and 
must be confirmed by the provider and recorded on the termly head 
count.

 Disability Access Fund – additional per pupil funding for those receiving 
DLA to access the 3 and 4 YO offer. This is currently £615 per eligible 
pupil per annum.

 Maintained Nursery School Supplementary Funding – additional funding 
for maintained nurseries to reflect the higher running costs of a nursery 
outside a primary school setting. This has been calculated by the ESFA 
based on 2016/17 baseline data provided by the Local Authority 
(LA)/LBHF and is estimated to be £808k in 2019/20.. This is also based 
on headcount data from the January census

1.4. Table 1 below shows the updated provisional Early Years allocations for the 
2019/20 Financial Year. DFE funding for EY is based on Spring term headcount 
i.e. January. The initial allocation uses the January 2018 headcount. This will 
be revised in July 2019 to take account of the January 2019 census and again 
in July 2020 to take account of the January 2020 census.
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Table 1: Breakdown of Provisional Early Years Funding Allocations 2019/20

.

2. 3 & 4 YO Offer 2019/20 budget model

2.1. The 19/20 budget model is based on the initial allocation detailed above and 
summarised below for the first two elements of funding in table 1 (Universal 15 
hours childcare and targeted additional 15 hours extended hours Childcare for 
3 and 4 YO).

Table 2: Proposed 2019/20 Early Years Budget – 3 & 4 YO Universal and Extended 
Offer

19/20
Budget

18/19 
Budget

Variance

£000 £000 £000
Participation based on estimated hours - base 
rate

10,432 10,487 -55

Participation based on estimated hours - 
deprivation

1,160 639 521

Protection for schools against 2016/17 baseline 1,875 -1,875
Central services expenditure - 5% maximum 
allowed

666 682 -16

Element Amount £m
3 and 4 YO universal offer 11.994
3 and 4 YO extended offer 1.332
Subtotal 3&4 Year Old Offer 13.326
2 YO Disadvantaged offer 1.467
EY Pupil Premium 0.078
Disability Access Fund 0.037
MNS supplementary funding 0.808
TOTAL 15.716
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SEN Inclusion Fund 300 300 0
Child Protection and Child in Need provision 600 600
Contingency 168 0 168
TOTAL SPEND 13,326 13,983 -657
DSG EY funding -13,326 -13,983 657
NET POSITION nil nil nil

2.2. The breakdown of the hourly funding rate of £7.92 is shown in the table 3 below.

Table 3: Factors and Hourly Rates Applied (see paragraph 3.1 for full detail)

Factors Rate per hour £
 

Rate per hour %

A.   Basic hourly rate per child £6.20 78.3% 
B.   Deprivation hourly rate (average) £0.69 8.7% 
C.   SEN Inclusion Fund £0.18 2.2%
D.   Child Protection and Child in Need £0.35                  4.5%
E.   Contingency to manage transition £0.10 1.3%
F.   Central Support Expenditure £0.40 5.0% 
Total £7.92 100.0%

3. Key Elements of the Proposed Budget Model 2019/20

3.1. All providers, both schools, private & voluntary nursery providers and 
childminders to be funded according to the DFE regulations through a universal 
base rate and a supplement for deprivation based on IDACI bandings for 
individual children. Deprivation is a mandatory supplement. The value of 
supplements must not exceed 10% of the total amount of the payments made.

3.2. Factor A - Universal base rate. The base rate now recommended is £6.20 per 
hour which represents a £0.10 per hour uplift from 2018/19.

 
3.3. In November 2018 Schools Forum approved an increase in Universal Base 

funding to £6.30, which represented an increase of £0.20 per hour or circa 
3.5%. The previously recommended increase was broadly welcomed by the 
sector. However, due to the following changes there is now less flexibility in the 
model to allow an increase in the basic hourly rate at this stage:
 Following more detailed work with schools, the current CP/CiN cohort in the 

borough is greater than previously estimated. This has resulted in a 
requirement to increase this element in the budget provision to £600k.

 Feedback from schools at the budget workshop on 8th January 2019 
demonstrated broad concern with respect to the risk faced by schools in 
2019/20 during transition to the participation funding model. To provide a 
fund to mitigate this risk in the short term a limited contingency fund to 
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manage risk and uncertainty is now recommended and has been included 
in the proposed budget model under Factor E.

3.4. The £6.20 universal base rate requires that the deprivation supplement be 
reduced to ensure this element keeps within the 10% limit set by the grant 
regulations an also to ensure that the overall budget fits the funding envelop for 
2019/20. It is proposed that the hourly rate for each IDACI deprivation band is 
reduced by £0.10. 

3.5. The implication of the change described in paragraph 3.2 and 3.4 is that no 
provider paid on participation will see an overall increase on the hourly rate paid 
year on year, except for children in IDACI band 10.

3.6. Factor B – Deprivation. The suggested deprivation rates used in 2018/19 range 
from £0.30 for Band 9 to £1.40 for Band 1. The recommended budget for 
2019/20 proposes a £0.10 reduction per hour in each band versus 2018/19 
rates.

3.7. Analysis of the May 2018 cohorts shows that the average rate for schools is 
£1.09 and for PVIs and Childminders £0.58 (2018/19 rates). These average 
rates have been used in the 2019/20 budget model above. The average rate 
across all providers is £0.70 per hour. Appendix 2 details the IDACI sliding 
payments scale for 2018/19 and the adjusted rates proposed for 2019/20.

3.8. Factor C - SEN Inclusion Fund. All providers at some stage may require 
additional funding to help them support the needs of individual children with 
lower level or emerging SEN in their settings.

The Early Years Inclusion Fund is to support 2, 3 & 4 year olds who get early 
education funding, and have a low level or emerging SEN.  The funding is for 
use in the setting and is allocated to the provider. (Note that Early Years 
Inclusion Funding for two year olds will be from the High Needs Block rather 
than Early Years Block of the DSG in line with the regulations of grant).

It is proposed that we undertake a review of the Early Years Inclusion Fund in 
consultation with providers and settings to explore the development of an SEN 
Inclusion fund to promote targeted support and transition planning.

3.9. Factor D – Childcare for Assessed Child Protection and Child in Need (CP/CIN). 
The model above shows funded childcare for Child Protection and Child in 
Need (CP/CIN) on a separate line for the first time. Previously CP/CiN was 
included in the school’s budget allocation.

A £600k budget is proposed to support additional childcare for the most 
vulnerable Children in the borough. This would be used to fund CP/CIN 
provision across the borough via spot purchased placements and for the 
provision currently provided at Randolph Beresford Nursery.
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Further work is needed to fully understand the detail of the CP/CIN cohort at 
Randolph Beresford Maintained Nursery School and how this can be 
appropriately funded.

In addition, further work is needed to identify a participation rate that is 
appropriate for providers of CP/CiN childcare. The budget of £600k would allow 
for approximately 120 part time places in addition to the universal offer for 3 & 
4 year olds and targeted offer for 2,3 and 4 YO. This is based on the proposed 
participation rate of £6.20 per hour plus:

 Deprivation supplement
 £1.50 per hour additional supplement to reflect the additional cost 

incurred by settings in providing CP/CiN places. 

3.10. Factor E – contingency funding to cover transition to the participation model. 

3.11. Factor F - Central services Expenditure. The model assumes a budget for 
central services of £666k which is the maximum amount allowed (5% of total 3 
and 4 YO funding) under regulations. The proposed allocation of the central 
items is detailed in table 4 below. 

4. Details of proposed Early Years Central Expenditure

Table 4: Proposed Central Services Budget 2019/20

Item of Central Expenditure
Forecast 
2018/19
£000s

Budget 
2019/20
£000s

i. Early Years Strategy, Advice and 
Curriculum Support

200 200

ii. Family Support Service 250 250
iii. Contribution to Children’s Centres 216 216

Total Central Spend from Early Years DSG 666 666

4.1. Note that items ii. and iii. in table 4 are provided through the Family Support 
Service. Commissioning arrangements of Family Support Services for 2019/20 
will be reviewed by the Local Authority. Officers will be able to report back on 
outcomes achieved and value for money for this allocation at a later Schools 
Forum.

5. Feedback from Early Years Budget Consultation Closing 14/12/18

5.1. Appendix 2 details the consultation responses received from schools, 
Maintained nursery schools and independent nursery providers by 14th 
December 2018.

6. Recommendations and next steps
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6.1. It is recommended that Schools Forum agree to proceed with the budget model 
for 2019/20 as outlined in this paper and per key points below:

 Base rate funding on participation basis at £6.20 per hour for both the 
universal and targeted childcare offer, an increase in the basic rate of 
£0.10 per hour on 2018/19 funding rates.

 Supplementary deprivation payments on a sliding IDACI scale and 
subject to cap of 10%. Estimated average cost of £0.69 per hour based 
on historic cohort data. Note that the proposed  deprivation rates have 
been reduced by £0.10 per hour versus the 2018/19 level and offsets the 
basic rate increase.

 Establishment of £300k SEN Inclusion budget for Early Years to promote 
inclusion and facilitate transition.

 Establishment of a £600k budget to provide additional childcare to the 
most vulnerable children in Hammersmith and Fulham following an 
assessment of need arising from Child Protection or Children in Need. 
Further to this, the provision for £1.50 per hour additional supplement for 
CP/CiN. 

 Establishment of a £168k contingency fund to cover transition to the 
participation funding model and to manage associated risks of change.

 Continued application of Early Years DSG to fund central functions up 
to the 5% cap set by the regulations (estimated at £666k in 2019/20)

6.2. The decisions following Schools Forum will be recommended for Council 
approval by Hammersmith and Fulham via a Leaders Urgency Decision 
scheduled for sign off 31st January 2019. This decision report will cover the 
Early Years budget as well as the other blocks of the Dedicated Schools Grant.

6.3. Ongoing work by Officers to support maintained nurseries and primary schools 
with nurseries in developing sustainable offers from April/Autumn 2019. In 
particular, where this will involve:

 Working with Schools to understand any changes in their Nursery offer 
from April and September 2019, but particularly where changes are 
proposed before the end of the current academic year.

 Further work to support 2 of the 4 Maintained Nursery Schools to 
understand the impact of the funding change on their business model.

 Further work to confirm the affordability of the CP/CIN offer allowed for 
in the proposed budget allocation of £600k and subject to a decision 
process in the LA to allocate funding to providers.

6.4. Further work to review and consult with stakeholders on the precise form of the 
Early Years inclusion fund from April 2019 and how this will be used to support 
inclusion.

Report ends
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Appendix 1 – IDACI Sliding Scale of Rates 2019/20 – Proposed Early Years 
Deprivation Participation Rate

IDACI Bandings used for Deprivation Supplement to universal hourly rate

IDACI 
banding

Hourly 
rate 

2018/19

Hourly 
rate 

2019/20
Proposed

1 £1.40 £1.30
2 £1.30 £1.20
3 £1.20 £1.10
4 £1.00 £0.90
5 £0.65 £0.55
6 £0.55 £0.45
7 £0.45 £0.35
8 £0.40 £0.30
9 £0.30 £0.20

10 £0.00 £0.00

DFE Regulations state that the total amount paid as a supplement to the universal hourly rate must 
not exceed 10% of the total payable.
In the current model this equates to £1.2m of the £13.3m budget.
Based on historic data the hourly rates payable equate to an average of £0.69p per hour. Changes to 
the level of deprivation in the borough would require further modelling to ensure that the 10% 
maximum still applied. It may be necessary at some point in the future to scale back the hourly rates 
for deprivation should overall deprivation attributable to the 3 and 4 YO attending settings within 
the borough increase significantly.


