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Introduction (as previous papers)
Since winning the 2015 election the Government’s manifesto pledge to increase the number of EYE hours available for working families from a maximum of 15 per week to a maximum of 30 (38 weeks per year or 1,140 hours) has become legislation as part of the Childcare Act 2016.

In order to implement the additional hours from September 2017 to Department for Education (DfE) has agreed to review the funding formula for all Council areas in England in order to make funding nationally agreed rather than set at a local level and to address provider concerns that funding rates are too low. This is a change of regulation as since 2009 there was an expectation that each Council set their own formula, all be it through flawed methodology as the formula could only be based on any budget received from the DfE prior to the 2009 change.

Changes to the Early Years Budget

The Early Years budget is already identified in the Dedicated Schools Grant and is currently made up as follows:

· Funding for the two year old entitlement which is targeted at approximately 40% of children across England

· Funding for the universal early years entitlement to all children from the term after their third birthday until they start in reception
· Funding for the early years pupil premium to support around 20% of children in receipt of their universal entitlement

From April 2017 the DfE will be adding the following items to the budget:

· Funding for the additional 15 hours for children accessing the entitlement for children aged 3 and above which the DfE estimate will be accessible to 42% of families across England

· A new fund for children accessing the universal entitlement who are in receipt of Disability Living Allowance (DLA) to provide an annual lump sum to their early years provider (as chosen by the family if they attend more than one provider)

In addition the DfE have reviewed the rates paid for the various elements of the entitlement as outlined in the update paper at last Decembers meeting. 
The indicative budget within the DSG for 2017/18 is as follows:

· £6,415,897 universal entitlement
· £1,195,271 additional 15 hours for eligible families with children accessing above entitlement

· £50,529 for early years pupil premium 

· £36,900 Disability Access Fund (DAF) for children in receipt of DLA 

· £1,170,941 2 year old funding

Total allocation within the DSG £8,869,538 as outlined in the main budget paper.

The current amount allocated by Forum in 2016/17 to support the existing entitlement is £6,827,401. The Forum is asked to allocate the additional £2,042,137 provided in the early years section of the DSG to early years in order to deliver the key changes outlined above that are required by the DfE and legislative changes.    

All of the above sums will be reviewed by the DfE in light of the data submitted in both the January 2016 and 2017 Early Years Census to make an actual payment reflecting true demand.

SEND

The new arrangements that the DfE will outline for early years SEND across England will match those already in place in Bath and North East Somerset Council. These are that a budget to support inclusion is provided and then allocated following an application by an appropriate panel. To date the funding provided locally has come from the High Needs Block in the DSG although the DfE do not break this fund down by sector. This fund will need to be extended for those children who may take up all or part of the additional 15 hours.

The DfE have outlined in the guidance that the new DAF is not a replacement for SEND funding and has to be paid in addition to any SEND funding allocated by the panel. As previously outlined the lump sum of £615 can only be paid to one provider per year.  
Funding formula
The DfE have outlined their expectations on how a formula for allocating funding for 3+ should be calculated (they expect 2 year olds to be paid at a flat rate as currently happens.) The formula should consist of the following mandatory elements:

· Standard base rate for all providers
· Deprivation

Councils have an option to include the following discretionary elements in their formula:

· Quality (workforce qualification and leadership)

· Flexibility

· Rurality/Sparsity

· English as an additional language.

The first two discretionary elements are already part of Bath and North East Somerset Council’s existing formula. In total the additional elements of the formula above the base rate; whether mandatory or discretionary, must not total more than 10.5% of the total budget spend for this part of the budget.

Discussions have already commenced with the Early Years Reference Group (EYRG) as to what the formula will look like. The outcome will be reported to the Early Years representative at the Forum and also future papers as to what the formula will look like will be brought to Forum.  
Decision required

To allocate the total Early Years budget in the DSG to Early Years in order to fund the relevant entitlements including the new additional 15 hours offer for eligible families. 

Once the budget has been set this will enable the process of consulting on and finalising a new funding formula for the whole early year’s sector in Bath and North East Somerset. This is a DfE a requirement which has to be fulfilled for April 2017 when they expect the sector to be funded on a new basis for both the existing and new entitlements (the additional hours actually start in September.)
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