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1. Background

In the spring budget in March 2023, government announced ambitious childcare reforms which will see the extension of early years entitlements to a wider age group. The first change is effective from April 2024 with staggered implementation so that by September 2025, most working families with children under the age of 5 will be entitled to 30 hours of childcare support.

· From April 2024, eligible working parents of 2-year-olds will be able to access 15 hours childcare support.
· From September 2024, 15 hours childcare support will be extended to eligible working parents of children from the age of 9 months to 3-year-olds.
· From September 2025, eligible working parents of children under the age of 5 will be entitled to 30 hours of childcare a week.
This means for financial year 2024/25, the early years entitlements are as follows:
Existing entitlements
· 15 hours entitlement for disadvantaged 2-year-olds
· universal 15 hours entitlement for all 3 and 4-year-olds
· additional 15 hours entitlement for eligible working parents of 3 and 4-year-olds

New entitlements
· 15 hours entitlement for eligible working parents of 2-year-old children (from 1 April 2024)
· 15 hours entitlement for eligible working parents of children from 9 months to 2 years old (from 1 September 2024)

In summer 2022, Government consulted on proposals to ensure the funding system supports the delivery of the reforms. This resulted in significant changes to the local authority funding operational guidance published on 29 November 2023. The Early Years Reference Group initially met on 14 December 2023 including representatives from schools and PVI settings, to review the early years funding formula, consider options and agree a proposal for allocating the funding. A follow up meeting took place on 19 December 2023.

2. Summary of Proposals

· Implement under 2s hourly rate of £9.90 per hour.
· Implement dual funding model for 2-year-olds:
· £6.91 per hour for the new entitlement for working parents.

· £7.91 per hour for disadvantaged 2-year-olds. This is an increase of £2.49 per hour on the previous year’s base rate of £5.42 per hour. A supplementary grant of £1.87 per hour was also allocated for September 2023 to March 2024.

· Increase 3-year-old hourly rate paid out to provider to £4.88 per hour. This is an increase of £0.50 on the previous year’s base rate of £4.38 per hour. A supplementary grant of £0.33 per hour was also allocated for September 2023 to March 2024.
· Retain the same £305k funding as previous year in the mandatory deprivation supplement pot for 3-year-olds.
· Increase quality supplement pot to £478,741 to account for additional rolled-in teacher pay and pension grants to ensure this funding still supports the costs for which the grants were for.
· Establish a SEN Inclusion Fund (SENIF) of a total of £789,160 across all entitlements with contributions from each funding stream modelled on numbers of children under SEN Advisory Service (SENAS) and Trafford Early Development Service (TEDS). This fund will provide support for children in receipt of an early years entitlement in a mainstream school nursery, PVI setting or childminder.
· For 2024/25, there is a 95% pass-through requirement which applies separately to all funding streams. Previously this was only for the 3-year-old funding stream. The local authority will retain the maximum 5% central spend for each funding stream. 
· Nationally set Disability Access Fund rate increasing from £828 to £910 per eligible child per year. A supplementary grant of £31 per child was also allocated for September 2023 to March 2024. Previously only for 3-year-olds, this funding is now extended to cover all new funded entitlements.
· Nationally set Early Years Pupil Premium rate increasing from £0.62 to £0.68 per hour for a maximum of 570 hours per eligible child per year. A supplementary grant of £0.04 per hour was also allocated for September 2023 to March 2024. Previously only for 3-year-olds, this funding is now extended to cover all new funded entitlements.


3. Recommendation

That Funding Forum:
· Review the proposals outlined below for the early years block 2024/25
· Agree for consultation to commence with wider early years sector. It is now prescribed in guidance that consultation must be complete prior to the last day in February.
· Delegate the decision on the final formulae to the Early Years Reference Group scheduled to meet on 7 February 2024. This will allow maximum notice to the sector of the changes.


4. Proposals

A) Under 2s Funding
· The income rate for this funding stream is £10.46 per hour.
· It is proposed the hourly rate paid out to providers is £9.90 per hour.
· SEN Inclusion Fund (SENIF) contribution of £36,200.
· Funding paid to the sector for these places comprises hourly rate funding and SENIF contribution, there are no other supplements.


B) 2-Year-Old Funding
· The income rate for this funding stream is £7.70 per hour for both disadvantaged and working parent places.
· The operational guidance gives local authorities flexibility to determine how best to structure their approach to funding the two-year-old entitlements locally.
· Disadvantage remains a national priority and closing the attainment gap continues to be a key strategic priority for Trafford as our gap for children who are disadvantaged continues to be wider than the national gap.
· Setting level modelling of a single funding rate vs a dual funding rate model identified that with a single funding rate, 79% of pre-school playgroups and the two schools with 2-year provision would be adversely affected. Many of these provisions serve disadvantaged neighbourhoods and there is potential for market destabilisation and business failure in these areas.
· For these reasons, a dual funding rate model is proposed:
· Disadvantaged places paid at £7.91 per hour.
· Working parent places paid at £6.91 per hour.
· The hourly rate paid out for disadvantaged places represents an increase of £2.49 per hour when compared to the previous year’s base rate for this existing entitlement which was £5.42 per hour. A supplementary grant of £1.87 per hour was also allocated from September 2023 to March 2024.
· SEN Inclusion Fund (SENIF) contribution of £162,900.
· Funding paid to the sector for these places comprises hourly rate funding and SENIF contribution, there are no other supplements.


C) 3-Year-Old Funding

Hourly Rate
· The income rate for this funding stream is £5.47 per hour.
· Propose to pay out £4.88 per hour.
· This represents an increase of £0.50 per hour when compared to the previous year’s base rate for this existing entitlement which was £4.38 per hour. A supplementary grant of £0.33 per hour was also allocated for September 2023 to March 2024.
· Funding paid to the sector for these places comprises hourly rate funding, SENIF contribution, deprivation supplement and quality supplement.

SEN Inclusion Fund (SENIF) Contribution
· SEN Inclusion Fund (SENIF) contribution of £590,060.
· The operational guidance states the purpose of the fund is to support children with lower level or emerging special educational needs and disabilities.
· The SEN Inclusion Fund (SENIF) will now only provide support for children in mainstream schools, PVI settings and childminders. In previous years our SENIF also funded up to 36 part time special school nursery assessment places but as all the children in these places go on to be issued with an Education, Health and Care Plan (EHCP), spend on assessment places has transferred to high needs block.

Deprivation Supplement
· 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.
· It is proposed to keep the deprivation pot at £305k. Current estimates indicate this will result in funding rates of £258 per child claiming 15 hours up to £516 for a child claiming the full 30 hours.

Quality Supplement
· PVI group settings will continue to receive £1,250 per year per graduate with early years teacher, early years professional or qualified teacher status, up to a maximum of 2 per setting.
· Childminders will continue to receive £500 per year for a childminder who is a graduate leader with early years teacher, early years professional or qualified teacher status.

Rolled in Teachers Pay and Pension Grants
· It is proposed to increase the total quality supplement pot to £478,741 to account for additional rolled-in teacher pay and pension grants to ensure this funding still supports the costs for which the grants were for.
· Following government consultation, funding previously distributed to schools through the teachers’ pay grants for school nurseries has been mainstreamed into the early years block. The original grants reflect the additional costs for employing a teacher on school teachers’ pay and conditions.
· Each school nursery class employing a teacher on teachers’ pay and conditions - maximum 2 per school will receive an equal share of the rolled in teachers’ pay and pension grant which equates to £6,670 per nursery class.

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 around 98% of the PTE places that we receive income for and this is reflected in the modelling. 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).
· If there is any unallocated amount of funding at year end, it is proposed that as in previous years, this is passported out pro rata through additional hourly rate funding.


D) Local Authority Centrally Retained Spend
· For 2024 to 2025, the 95% pass-through requirement will apply separately to the entitlements for:
· 9-months-old children up to 2-year-olds of working parents
· 2-year-old children of working parents
· 2-year-old children from disadvantaged families
· 3 and 4-year-olds (universal and additional hours)
· The 95% pass-through includes base rate funding for all providers, supplements for all providers, the funding paid directly to providers from the SEN Inclusion Fund (SENIF) and contingency funding.
· This pass-through requirement ensures that most of the funding reaches providers so they can deliver the entitlement offers.
· Disability Access Fund (DAF) and Early Years Pupil Premium (EYPP) are not included in the 95% pass-through.
· The 95% pass-through is the same as in previous years for the 3-year-old funding stream.
· For the 2-year-old funding stream, there were previously no restrictions on the amount of centrally retained spend and the local authority has previously retained 6%. This will reduce to the maximum 5% permitted for 2024/25 within the revised operational guidance. 
· The central spend is currently allocated to:
· Early Years Service staffing
· ICT system and resources
· School readiness projects
· SEN Advisory Service (SENAS) and Area SENCOs
· Area SENCOs
· EY Educational Psychologist
· EY Speech and Language
· EY Sensory Impairment Support Service
· Based on the DfE estimated funding numbers for each entitlement, the total amount of centrally retained spend will increase by £573k.
· The DfE commitment to 5% central spend is a reflection of the additional capacity required to support implementation of these ambitious reforms. This is predicted to reduce to 3% after all reforms are fully implemented as the income levels will significantly increase with the move from 15 to 30 hour entitlements for working parents of 9 month-olds to 2-year-olds from September 2025.
· The additional centrally retained funding will need to be spent predominantly to increase capacity with SEND support services to reflect the much larger cohort of children with SEND in local authority commissioned places, and for the infrastructure and staffing required to support the management and administration of the scheme. The business case and detailed allocation of central spend for 2024/25 is still being worked up and will be reported at a future meeting.


E) Disability Access Fund
· Nationally set rate increasing from £828 to £910 per child per year for children who meet the eligibility criteria. A supplementary grant of £31 per child was also allocated for September 2023 to March 2024.
· Previously only for 3-year-olds, now extended to cover all new funded entitlements.
· Propose to continue to utilise any unspent allocation to contribute to SEN Inclusion Fund.

F) Early Years Pupil Premium
· Nationally set Early Years Pupil Premium rate increasing from £0.62 to £0.68 per hour for a maximum of 570 hours per eligible child per year (maximum £388 per child). A supplementary grant of £0.04 per hour was also allocated for September 2023 to March 2024. 
· Previously only for 3-year-olds, now extended to cover all new funded entitlements.



