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1. Background

In December 2022, following consultation, government announced an increase in income which Local Authorities will receive to fund early education entitlements in 2023/24. For Trafford the income rates will increase as follows:
· 2-year-old places – increased income of 10p per hour from £5.67 to £5.77
· 3-year-old places – increased income of 26p per hour from £4.61 to £4.87. Of the 26p per hour increase:
· 9p because teachers’ pay grant and the teachers’ pension employer contribution grant for school nurseries have been mainstreamed and rolled into the early years funding formula.
· 2p protection to meet the minimum funding rate of £4.87.
· 15p general increase.

The Early Years Reference Group initially met on 15 December 2022 including representatives from schools and PVI settings, with follow up in January 2023, to review the early years funding formula, consider options and agree a proposal for allocating the increased funding.


2. Summary of Proposed Changes

· Increase 2-year-old hourly rate paid out by 10p per hour.
· Increase 3-year-old hourly rate paid out by 15p per hour.
· Retain the same £305k funding in the deprivation supplement pot, but allocate it based on total universal and extended hours claimed for children in eligible postcodes, rather than just universal hours claimed. This change is required as the guidance no longer permits our previous approach.
· Increase quality supplement pot by £322,625 to £367,875 with new metrics to distribute, designed to ensure the rolled-in teacher pay and pension grant funding still supports some of the costs for which the grants were for:
· £5,000 per year per nursery class employing a teacher on school teachers’ pay and conditions - maximum 2 per school.
· £1,250 per year per graduate leader with early years teacher, early years professional or qualified teacher status employed by a PVI group setting – maximum 2 per setting
· £500 per year for a childminder who is a graduate leader with early years teacher, early years professional or qualified teacher status.
· The rate per graduate for PVI settings is the same as in 2022/23 but the maximum number of graduates that can be claimed for has been increased from 1 to 2.
· Nationally set Early Years Pupil Premium rate increasing from £800 to £828 per child per year.
· Nationally set Disability Access Fund rate increasing from £342 to £353 per child per year.


3. Recommendation

That Funding Forum:
· Review the proposals outlined below for the early years block 2023/24
· Agree for consultation to commence with wider early years sector. It is now prescribed in guidance that consultation must take place prior to 28 February each year, even if there are no changes.

4. Proposals

A) 2-Year-Old Funding
· Funding paid to the sector for these places only comprises hourly rate funding, there are no supplements.
· It is proposed to increase the hourly rate paid out by 10p from £5.32 to £5.42 per hour. This means the full increase in 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 2, 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 it is proposed to continue to retain the 5%.
· Breakdown of central spend in Appendix 2, 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.
· Specialist - funds nursery assessment places in special school nurseries for children with the most complex needs, up to 36 part time places which last for one year, all places currently full.
· It is proposed to retain the SEN Inclusion Fund budget for 2023/24 at £719,000 which assumes the same level of spend as 2022/23.

Hourly Rate (95% Pass Through)
· Propose to increase the hourly rate paid out by 15p from £4.23 to £4.38 per hour.

Deprivation Supplement (95% Pass Through)
· Paid 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.
· Previously Trafford have taken a similar approach as the early years pupil premium and only paid the deprivation supplement for the universal hours. Distributing the deprivation supplement funding in this way resulted in £351 per child in 2022/23.
· The revised guidance no longer permits this approach and so from 2023/24 the deprivation supplement must be allocated across the universal and extended hours for eligible children. The supplement will be distributed across the same children but proportionate to the total number of universal and extended claimed, not just universal hours.
· It is proposed to keep the deprivation pot at £305k. When modelled on the January 2022 cohort, this would result in funding rates of £258 per child claiming 15 hours up to £516 for a child claiming the full 30 hours.
· Around 2 in 5 children of our 3-year-old funded children who live in deprived postcode areas claim the extended entitlement.
· Modelling of the proposed deprivation changes at school/setting level (anonymised) can be found in Appendix 1. For deprivation this modelling is based on the January 2022 cohort.

Quality Supplement (95% Pass Through)
· Following government consultation, funding previously distributed to schools through the teachers’ pay grant and the teachers’ pension employer contribution grant for school nurseries has been mainstreamed into the early years block from 2023/24.
· The original grants reflect the additional costs for employing a teacher on school teachers’ pay and conditions, with employer pension contributions set nationally for maintained schools at 23.6%, compared to the national minimum employer contribution rate of 3%.
· In 2022/23, Trafford schools with nursery classes received a total of £303k through these grants, apportioned on a per pupil basis. Local authorities are encouraged to use the rolled-in funding to continue to support some of the costs for which the original grants were introduced by distributing it through the quality supplement. 
· Trafford have always paid a quality supplement for the PVI sector to support recruitment of a graduate leader, with evidence collected annually to identify eligible settings and childminders.
· It is proposed to increase the total quality supplement from £45,250 (which was for PVI only in 2022/23) to £367,875 which will be for PVI and schools. It is proposed this be distributed as follows:
· £5,000 per year per nursery class employing a teacher on teachers’ pay and conditions - maximum 2 per school.
· £1,250 per year per graduate leader with early years teacher, early years professional or qualified teacher status employed by a PVI group setting – maximum 2 per setting.
· £500 per year for a childminder who is a graduate leader with early years teacher, early years professional or qualified teacher status.
· The vast majority of schools have one nursery class and so it is anticipated most schools will receive £5,000 through this supplement, with a small number of exceptions. For these exceptional school cases, a maximum of 2 teachers can be claimed for.
· The rate of £1,250 per graduate for PVI settings is the same as in 2022/23 but the maximum number of graduates that can be claimed for has been increased from 1 to 2 for equity.
· Modelling of the proposed quality supplement changes at school/setting level (anonymised) can be found in Appendix 1. This modelling assumes:
· The vast majority of schools have just one nursery class and therefore employ one nursery teacher on teachers’ pay and conditions, with a few exceptions.
· The number of PVI settings who have at least one graduate leader is based on the actual data for 2022/23. It is not yet known how many of these settings employ two graduate leaders and so the budget proposal assumes half of these settings will have two graduate leaders. It is expected the number will be lower than half once the actual data and evidence is collected. If this is the case, the unallocated budget will be distributed as desribed below.

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 for 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 will be passported out.
· It is proposed to distribute any unallocated funding pro rata through additional hourly rate funding.

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 £800 to £828 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 £342 to £353 per child per year.



