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1. Background
In December 2021, Government announced an increase in income which Local Authorities will receive to fund early education entitlements in 2022/23. For Trafford the income rates will increase by 21p per hour for 2 year old places and 17p per hour for 3 year old places. The Early Years Reference Group met on 10 February 2022, including representatives from schools and PVI settings, to review the early years funding formula, consider options and agree a proposal for allocating the increased funding.

2. Recommendation
That Funding Forum agree the proposals outlined below for the Early Years Block 2022/23.

3. Proposals

A) 2 Year Old Funding
· Funding paid to the sector for these places has only ever comprised hourly rate funding only, there are no supplements.
· Propose to increase the hourly rate paid out by 21p from £5.11 to £5.32 per hour. This means the full increase on income is passported directly out to the sector.
· There are no restrictions on the amount of centrally retained spend for this funding stream and this proposal will mean that central spend remains at 6%
· Breakdown of central spend in Appendix 1, Slide 2. 

B) 3 Year Old Funding

Central Spend
· 5% is the maximum amount of central spend that can be retained by the Local Authority for this funding stream and this proposal means central spend will remain at 5%.
· Breakdown of central spend in Appendix 1, Slide 3. 

SEN Inclusion Fund (95% Pass Through)
· Mainstream - funds SEND Support Grants for children in receipt of a funded early education place in mainstream school nursery, PVI setting or childminder. Spend in this area up 38% between 2020/21 and 2021/22 to £430,808.
· Specialist - funds nursery assessment places in special school nurseries for children with the most complex needs, up to 36 part time places each year. Spend in this area up 33% between 2020/21 and 2021/22 to £288,197.
· Full breakdown of SEN Inclusion Fund spend in Appendix 1, Slide 4. 
· Previous budget set at £400,000. Propose to increase SEN Inclusion Fund budget for 2022/23 to £719,000 which assumes the same level of spend as 2021/22.

Hourly Rate (95% Pass Through)
· Propose to increase the hourly rate paid out by 14p from £4.09 to £4.23 per hour.

Deprivation Supplement (95% Pass Through)
· Paid for universal hours for children who live in a 30% postcode per Income Deprivation Affecting Children Index (IDACI). 
· Paid based on January census for the year ahead, no adjustments for actuals so in effect paid one year in arrears. Annual deprivation pot agreed, variable rate paid linked to child numbers, between £350 and £427 per child over last 5 years.
· Propose to reduce deprivation pot from £340k to £305k which will likely secure at least £350 per child, exact amount to be confirmed once full January census data available.

Quality Supplement (95% Pass Through)
· For PVI sector only to support recruitment of qualified Early Years Teacher. Evidence collected from settings annually to identify eligible settings and childminders.
· Currently a basic rate is paid to those on a qualification pathway (£1,500pa for settings and £300pa for childminders) and an enhanced rate to those who have achieved the qualification (£2,500pa for settings and £500pa for childminders).
· Propose to reduce the quality pot from £130k to £45k.	
· Propose to remove the basic rate for all, keep the enhanced rate of £500pa for childminders and change the enhanced rate to £1,250pa for settings.

Unallocated funding at year end
· In our adopted funding model, Early Years Block is fully spent each year. 
· The average of previous years indicates we usually pay out 95% of the PTE places that we receive income for. This is due to the fact we receive our income based on adjusted census counts calculated in months (5/12 summer, 4/12 autumn and 3/12 spring) but we pay out funding in weeks (12/38 summer, 14/38 autumn and 12/38 spring).
· The modelling has conservatively assumed we will pay out 96% of the PTE places we receive income for which means there is likely to be an unallocated amount of funding at year end which we need to passport out.
· Propose to utilise any unallocated amounts in the first instance to top up the enhanced quality supplement back to the previous rate of £2,500pa for settings. Any remaining unspent funding to be allocated out pro rata through additional hourly rate funding as in previous years.

C) Disability Access Fund
· Paid for universal hours for funded 3 year olds who are in receipt of Disability Living Allowance.
· Nationally set rate increasing from £615 to £800 per child per year.
· Propose to continue to utilise any unspent allocation to contribute to SEN Inclusion Fund.

D) Early Years Pupil Premium
· Paid for universal hours for funded 3 year olds who meet the eligibility criteria.
· Nationally set rate increasing from £302 to £342 per child per year.
