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Title: Early years funding & central expenditure 2021/22
Recommendation
For Schools Forum to approve or form a view on the following:
These items are for the Schools Forum to approve 
· The Schools Forum should approve the retention of 3/4 year old funding for central costs at £896k (5.00% based on the budgeted level of funding) which is within the 5% limit set by the Department for Education (DFE).
· The Schools Forum should approve the retention of 2 year old funding for central costs at £62k (2.15% based on the budgeted level of funding).
These items are for the Schools Forum to form a view on

· Continuation of the SEN inclusion fund at a cost of £200k for 2, 3 and 4 year olds in 2021/22. Details of the strategy and rationale for this fund are included in appendix 2.
· Continuing to fund ‘Local Criteria 2 Year Olds’ at a cost of £83k as part of Coventry’s Early Help and Intervention Strategy (This is the 2.85% balance of the 2YO central limit – 5% total). Includes children who are supported by a CAF (Level 2 & 3); subject to a Child Protection Plan or Child In Need Plan; eligible under widened SEN criteria based on professional judgement.
Voting: All Members
1 Background
1.1 The Early Years National Funding Formula (EYNFF) requires that Local Authorities (LAs) pass on a minimum of 95% of the Dedicated Schools Grant (DSG) allocation for three and four year olds directly to early years providers. LA’s are able to centrally retain the remaining 5% to staff and operate the early years service.
1.2 In Coventry we have taken the decision to replicate this approach across the DSG allocation for two year olds as well, meaning that at least 95% of all DSG Early Years Block funding is passed out directly to providers.
1.3 Funding from this 95% is used to provide:

· the hourly base rates for all providers
· the hourly deprivation rate for providers of 3 & 4 year old education
· The SEN Inclusion Fund (SENIF)

1.4 From the remaining 5% of funding is used to provide
· Staffing of the early years service

· Work on sufficiency of quality places

· Access to workforce development for the EY sector

· Funding local criteria 2 year olds
1.5 Prior to 2019/20 the LA experienced a recurrent underspend on 3 & 4 year old funding due to the pattern of take-up in city; with the autumn census headcount being substantially lower than the spring census headcount on which our funding is based. As a result we took the decision in 2019/20 to increase the hourly funding rates for providers of 3 & 4 year old education by 7p per hour (base rate) and 2p per hour (deprivation rate). This increase has remained in providers’ hourly rates ever since.

2 Early Years Budget Setting for 2021/22
2.1 In Coventry we always budget to maximise the hourly rates we can pay out to providers of early education. This included, in 2019/20, increasing the rates paid to providers due having ended the previous years with a year-end budget surplus. This was provided even though the LA received no rate increase from the DFE

2.2 2020/21 has been a challenging year for the LA and providers in terms of the response to Covid-19 and trying to provide as much support to providers as possible during this difficult year. This included funding for children during the Easter and Whitsun holidays, paying for children who were displaced from their usual setting, as well as utilising reserve funding to prevent EYSFF funding losses as far as possible in the autumn term. The cost of these strategies was ca. £0.25M.

2.3 The EY DSG budget we are able to set for the forthcoming year is always based on the previous January’s early years pupil numbers, as this is what we will receive our DSG allocation based upon. For 2021/22 our Jan-2021 numbers are 5% down vs Jan-2020 due to the impact of Covid. This results in a significant reduction in EY funding of £0.95M even after including the small increase in rate of DSG that the LA will receive (8p per hour for two year olds, and 6p per hour for 3 & 4 year olds)
2.4 If we budget in 2021/22 for the same level of activity that we expected to deliver in 2020/21 and at the same hourly rates – it would result in an overspend of ca. 0.75M. Whilst we cannot be sure that activity will completely return to this level during the new year it is very unlikely to remain as low as the Jan-2021 levels meaning a large level of in-year overspend it anticipated, even when funding based on 2020/21 hourly funding rates.
2.5 There will be a further funding adjustment in 2022/23 to reflect any increased activity in Jan-22 which would offset some of the 2021/22 deficit, although this would not return us to a surplus position. On this basis we are not in a position to increase the provider funding rates to the full level we would have done had we not been impacted by Covid.
2.6  Instead are only able increase the 3 & 4 year old rates by applying half of the 21/22 increase we would normally have delivered, but it is important to remember that the 3 & 4 year old funded rate is already 7p above the standard hourly rate, following the unfunded rate increase the LA gave to providers in 2019 (see section 1.5). Funding for two year old rates will increase by the full 8p increase for 2021/22.
2.7 We will keep this position under review if there is any further funding given to LAs as a result lobbying and in light of the reserve position at the end of the year. Should we be in a position to increase the 3 & 4 year old hourly rates during the year, we will do this.
3 Provider funding rates 2021/22
3.1 The 3 & 4 year old provider funding rates increased to:

· £4.02 – hourly base rate

· £1.21 – hourly deprivation rate

3.2 The resulting 3 & 4 year old provider funding rates increased to:

· £5.09 – hourly base rate

4 Central & Pooled Budgets

4.1 The majority of the centrally retained budget covers the staffing of the Early Years team and their work on statuary duties around sufficiency of quality places, access to workforce development for the EY childcare sector, provision of information for families & professionals and access to early education for 2, 3 & 4 year olds as part of the ‘school readiness agenda’.
4.2 Coventry’s proposed budgets for these central services and other funds not included in the early years funding formula are set out in appendix 1.
4.3 The other significant area of funding not included in providers’ hourly rates is the SEN Inclusion Fund (SENIF) which is designed to support providers to address the needs of children with additional needs. It is recognised that reduced demand in 2020/21 was attributable to the Covid-19 pandemic, and it is expected that demand will rise significantly in 2021/22. This fund will therefore remain at £200k for 2021/22 which will be funded from the Early Years block. The operation of the SEN Inclusion Fund is set out in appendix 2.
5 Who does the report affect?

5.1 The issues in this report affect all early year’s providers who receive funding for the 2, 3 or 4 year old free entitlement. It is important that the Local Authority gets the right balance between funding available for providers through the free entitlement, funding available to providers for children with special educational needs, and funding held centrally to support the Early Years offer. 
6 List of Appendices included:

Appendix 1 – Central Expenditure – Early Years

Appendix 2 – Coventry Early Years SEN Inclusion Fund
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Appendix 1
Central Expenditure – Early Years
	Centrally retained expenditure:
	£000

	Staffing Costs
	868

	Maintained Nursery De-Delegation
	30

	Marketing
	24

	IT Systems
	11

	Sustainability
	25

	Total
	958

	 
	 

	Other expenditure impacting on hourly rates:
	£000 

	Local Criteria 2 Year Olds
	83

	SEN Inclusion Fund
	200

	Total
	283

	Total Expenditure
	1,241

	
	


Appendix 2
Coventry Early Years SEN Inclusion Fund

Rationale 

The government is clear that all children should be able to access their free early year’s entitlement and that no child should have their access restricted or denied because of special educational needs or disability.


Strategy

Funding is subject to local authority budgets.

The funding is for children aged 2-4 years who are accessing 15 hours or more of Early Education funding.

Early Years providers may need to access additional funding to deliver early intervention for children presenting with emerging SEN needs. The SEN Inclusion Fund is available to support children with special educational needs or disabilities within the setting they attend.  Most children will be able to have their needs met through the differentiation of the Early Years Foundation Stage. However, it is recognised that other children will need more targeted support. The SEN Inclusion Fund is a contribution towards meeting the needs of such children.


Prior to submitting an application to the SEN Inclusion Fund Panel, providers must identify and evidence reasonable adjustments made to meet the needs of each child.  Evidence of impact of allocated funding will be monitored and reviewed.


Each request for additional funding will be treated individually and assessed at the SEN Inclusion Fund panel. 

SEN Inclusion Funding will be allocated depending on the specific needs of the child and the number of Early Education Funded hours a child attends at the provision.

SEN Inclusion Fund Panel will meet termly.

Eligibility: 

A child who is eligible to access the SEN Inclusion Fund will have an emerging or additional need in one or more of the following areas in line with the SEND Code of Practice:

· Communication and Interaction

· Cognition and Learning

· Social and Emotional Development

· Sensory and/or Physical Development

Coventry City Council SEN Inclusion Fund is targeted additional funding to:


· support providers in improving outcomes for children. 

· focus on children with lower level and/or emerging SEN.

· support children with complex needs that are on a pathway to an EHCP.

The details of the eligibility criteria, along with the planned value of the fund, and the process for allocating funding to providers is published as part of the ‘Local Offer’. 

The fund could support for example, enhancing staffing within the provision, providing specific resources to enable a child to access the environment and curriculum, access relevant professional development.



