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Agenda Item 5 

Purpose of the report 

Forum are asked to consider a:  

 Review the Early Years funding model for nursery- & maintained schools and 

academies in Year 1 of EYNFF 

 Review the impact of the difference between how funding is paid versus how it is 

received  in 201718 

 Funding risks in 2018 and ESFA requirements 
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1. Early Years DSG funding 

There are six relevant funding streams in the early years block of the DSG, as set 

out below. The focus of this paper, is the early years universal entitlement for 3 & 4 

YO’s, which constitutes the bulk of the funding and which is also subject to pass 

through and other requirements, since the introduction of the EYNFF on 01 April 

2017.  

Table A summarises allocations from 2016/17 – 2018/19 

(£million)  

Universal 
entitlement 
for 3 & 4 
YO 

Additional 
entitlement 
working 
parents 
3&4 YO 

Disadvantaged 
2 YO  

EY pupil 
premium 

Supplementary 
funding MNS 

Disability 
Access 
Fund 

TOTAL 

1617 11.02   1.28 0.11     12.41 

1718 13.03 2.22 1.48 0.11 0.91 0.04 17.80 

1819 13.03 3.94 1.48 0.11 0.91 0.04 19.52 

 

The changes in the Early Years regulations have seen increases in the rates of 

funding from 1617 to 1718 for PVI’s and schools as demonstrated by increased 

expenditure in Table B below: 

Table B – 3&4 YO universal entitlement comparison 1617 – 1718*(indicative) 

Description Actual 1617 FORECAST 1718 

PVI’s and childminders 3,605 5,365 

MNS, MS and Academies 7,067 7,640 

Central service 0.526 813 

TOTAL 11,198 13,818 

Allocations  11,019 13,941 ** 

Over/under spend on allocation 178 -124 

 

**1718 allocation is indicative and includes MNS supplementary funding allocation as well, which 

forms part of MNS budgets and has been included for completeness 
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2. LA formula setting - Universal entitlement for 3 and 4 year 

olds 

The Council consulted with providers on the changes to the local formula ahead of 

the introduction of the EYNFF in 201718. Schools forums must again be consulted 

on changes to local early years funding formula, including agreeing central spend by 

28th February 2018. The ESFA expect LBHF to calculate and notify providers of 

their initial budgets for 2018/19 by 31 March 18.   

The operational guidance dictates that budgets should be based on an estimate of 

the number of hours for the financial year which should be updated over the course 

of the year, when estimated hours are replaced by actual hours, following each of 

the headcount dates.  

For 2017/18, private nurseries and childminders have had their initial budgets 

updated following termly headcounts and are therefore paid on a participation basis.  

In 2017/18, the Authority has paid these providers at a rate of £5.95 per hour and 

have implemented a single mandatory supplement for deprivation at a rate of £1.40 

per hour using IDACI data as the criteria. No other supplements have been paid.  

The process has worked differently for nursery and maintained schools and 

academies. In contrast to the above, the January 17 census count, was used to 

calculate the EY budget shares using the rates set out above. This was to give 

certainty to settings about their budgets in order to sustain the provision of full-time 

education during the transition period.  Therefore, early years budgets for nursery 

and maintained schools and academies have not been updated for actuals following 

any of census counts. This is a continuation of the historic arrangement aimed at 

providing schools with a level of certainty over their budgets, over the course of the 

year.  

Furthermore, contingency amounts have been included in the schools EY budgets in 

201718, to protect nursery education and ensure budgets do not fall below 1617 

levels.  Deprivation supplements have been included at the rate of £1.40 per hour, 

but at an assumption that 50% of all PT places would qualify for this payment. Both 

these supplements are funded from the universal three- and four-year-old funding 

received by the authority. Schools budgets and contingency payments are set out in 

Appendix A, including an average rate per place per provider.  The differential rates 

are the result of applying funding protections to ensure at least 1617 levels of 

funding, whilst place numbers may not have remained the same as 1617.  

3. Risks associated with how Early Years funding is received by 

the Local Authority 
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The ESFA gave the authority an indicative allocation in July 17, based on the 

January 2017 census information for all settings.  This will be replaced by a final 

funding allocation for the universal three- and four-year-old funding that will be 

based on 5/12th of the January 2017 census numbers plus 7/12th of the January 

2018 census numbers. 

As PVI’s and childminders are paid on participation, there is a closer match between 

provider payments and subsequent funding allocation to the authority.  PVI’s and 

childminders have less certainty over funding they will receive in year. 

In contrast, there is a mismatch between the allocation of Early Years budgets to 

schools on a single census count at the start of the prior financial year, and how the 

funding is subsequently received by the authority from the ESFA. This poses a risk 

to achieving a balanced Early Years budget in 201718 which needs to be quantified 

and mitigated against.  The January 18 census is imminent and the final allocation 

will be announced shortly before the end of the financial year end, making it less 

likely that any corrective action can be taken in year, in the event that numbers on 

roll drop significantly below the January 17 levels.  

4. ESFA clarifications and expectations of budget setting 

201819 

The authority is required from 2018 to 2019, to pass 95% of three and four year old 

funding to early years providers.  Table A confirms that the indicative allocation for 

1819 for universal 3&4 YO hours remains at the same level as in 201718, but this 

will be updated for the January 2018 census.  The current spend on central services 

is £813k in 1718 and the requirement will be for the authority to reduce centrally 

funded services by at least £161k to £651k in 1819, in order to meet the pass-

through requirement of 5%. 

The authority is also restricted to ensuring that the total funding for supplements 

used, must not be more than 10% of the total value of planned funding to be passed 

through to providers. 

Other main changes relate to clarification that local authorities’ formulas should not 

distinguish between the two entitlements for three and four year olds and that 

funding supplements are intended to be in addition to the base rate and not used to 

reduce it. 

 

5 Recommendations 

1. Schools forum are asked to consider how they wish to formalise 2018/19 

Early Years budget including central services.  The council is keen to work 
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with providers to consider the issues and this can be done through a working 

group with delegated powers, or to report back to the next schools forum, 

before 31st March. 

possible options relating to the setting of schools’ budgets going forward, 

which would allow a balance to be struck between potential variability in the 

3&4 YO universal funding allocation to the local authority and the need of the 

schools to have greater certainty over their budgets.  These would include: 

a) A review of centrally funded services given that they would need to reduce to 

£651k in 1819 (from £831k), to enable the authority to meet the pass-through 

requirement of 5%. 

b) an option to recover in year shortfalls in 3&4 YO funding directly from schools 

on a pro-rated basis or to offset any in-year shortfalls against next year’s 

schools’ budgets on a pro-rated basis. Alternatively an option for the authority 

to withhold 10% of future schools’ budgets in case funding paid out is more 

than the funding received  

c) Review if contingency funding should be allocated on a per pupil basis rather 

than an absolute guarantee given that this has resulted in  differential rates in 

place funding in the current year. 

d) Confirm rates for 2018/19  

 

Dave McNamara 
Director of Finance – Childrens Services  

 
Steve Miley 

Director of Children’s Services 
 

 

 

 

 

 

 

 


