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Executive Summary  
 
On 6 December 2016, the Early Years Block Working Group considered a number of reports, 
including: 
 

 Early Years National Funding Formula 

 Central Expenditure Limit Budget 2017/18 

 School Teaching and Support Staff Supply Reimbursement Scheme 
 

A summary of the key issues and recommendations arising from the Working Group's 
considerations of the items are provided in this report. 
 
 
Recommendations 
 
The Forum is asked to: 

a) Note the report from the Early Years Block Working Group held on 6 December 2016; 
b) Ratify the Working Group's recommendations. 

 
  



Background 
On 6 December 2016, the Early Years Block Working Group considered a number of reports.  
A summary of the key issues and recommendations arising from the Working Group's 
considerations of the items are provided in this report. 
 
1. Early Years National Funding Formula 

EFA issued final EYNFF guidance for 2017/18 on 1 December 2016, together with the 
Government's response to the earlier consultation. A copy of the EFA's EYNFF Operational 
Guidance for 2017/18 was provided for the Working Group.   
 
Key issues highlighted by the EFA included: 

 
National funding to local authorities  

 Hourly funding rates (national average) to authorities will increase from £4.56 to £4.94 
for three- and four-year olds (including the Early Years Pupil Premium, the Disability 
Access Fund as well as our supplementary funding for maintained nursery schools, 
and quality and expertise funding).  

 Hourly funding rates (national average) will increase from £5.09 to £5.39 for two-year 
olds, based on the existing two-year old formula.  

 A new early years national funding formula will allocate funding to local authorities for 
the existing 15-hour entitlement for all three- and four-year olds and the additional 15 
hours for three- and four-year children of eligible working parents. It will consist of a 
base rate and an uplift for additional needs, based on measures of free school meals; 
Disability Living Allowance and English as an additional language.  

 The formula will also include an area cost adjustment multiplier to reflect variations in 
local costs. This will use the general labour market measure to reflect staff costs and 
the Nursery Rates Cost Adjustment (NRCA) to reflect premises costs.  

 The formula will include a minimum funding rate of £4.30 per hour to local authorities.  

 While 80% of local authorities will see increases in their hourly funding rates, we will 
set a funding floor to ensure that no authority will see a reduction of more than 10% 
as a result of the formula. Transitional protections will ensure that no local authority 
sees an annual reduction in their hourly funding rates of more than 5%.  

 Our ambition remains that all local authorities should be ‘on formula’ by 2019-20.  
 
Local funding from local authorities to providers  

 We will require that all local authorities pass 93% in 2017-18 then 95% from 2018-19 
onwards of early years funding to providers. If there are circumstances where this 
could create significant difficulties for local authorities, Ministers are willing to consider 
representations on a case-by-case basis against very tightly defined criteria.  

 Local authorities will use a universal base rate to fund providers for each hour of the 
free entitlement, by no later than 2019-20, bringing about greater equality in funding 
between different types of provider.  

 The government will provide supplementary funding of £55 million a year to local 
authorities for maintained nursery schools for the duration of this Parliament, to keep 
their funding stable during the implementation of the national funding formula.  

 Local authorities will be able to use a limited set of funding supplements, with a total 
value capped at 10% of allocated budget to providers. The permitted supplements are 
for deprivation (mandatory, but for authorities to decide locally the measures they use); 
discretionary supplements for rurality/sparsity; flexibility; quality (to support workforce 



qualifications and system leadership); and a supplement for English as an additional 
language.  

 The government will not include supplements for efficiency or for delivery of additional 
15 hours.  

 
Meeting children’s additional needs  

 There will be a new Disability Access Fund (DAF) of £12.5m, equivalent to £615 per 
child per year to support access to the free entitlements. This Fund will be for three- 
and four-year olds who are taking up their free entitlement and are in receipt of 
Disability Living Allowance.  

 We will legislate for every area to set up a local inclusion fund for children with special 
educational needs to support providers in driving outcomes for these children. Local 
authorities will need to include this in their Local Offer.  

 The Early Years Pupil Premium (EYPP) will continue. In future, government will review 
the delivery mechanism for the EYPP alongside the DAF.  

 
Lancashire Implications  
Key themes in the Forum's and the County Council's consultation responses set out concerns 
about the impact of the Area Cost Adjustment (ACA) and the Universal Base Rate.  We 
believed that the ACA overinflated the variance in wage costs in some parts of the country, 
which were not evidenced by levels of pay in early years settings, and urged the government 
to acknowledge the different statutory frameworks in the sector by using the EYNFF to 
encourage teacher led/high quality provision across all settings, resourced at an appropriate 
level. 
 
Final EFA announcements do not adjust the original proposals for the ACA or universal base 
rates.  Lancashire will however benefit from the introduction of the minimum funding rate of 
£4.30 per hour to local authorities.  Original proposals calculated an EYNFF rate of £4.26 for 
Lancashire, protected at £4.27 for 2017/18. 
 
The maintained nursery school (MNS) supplementary funding remains in the proposals and 
has also been extended to the end of the current parliament in 2019/20.  The consultation 
response indicates that the Government: 
'remain committed to consulting in regard to the future role of maintained nursery schools 
and how best to secure their high quality provision for the longer term.' 
 
In addition, allocations will be received for the Early Years Pupil Premium (EYPP) and the 
Disability Access Fund. 
 
 
LA Proposals 
The date of these announcements, combined with the need to consult all providers in 
advance of the Forum budget setting meeting on 12 January 2017 provides a very 
challenging timescale in which to consider and model the proposals, especially given the 
Christmas and New Year holidays.  This fact is acknowledged in the EFA's Operational 
Guidance. The LA has therefore developed proposals for 2017/18 that look to meet the EFA 
Guidance, commence the transition to the universal base rate, utilise appropriately the 
supplementary maintained nursery school funding, yet are manageable and achievable in the 
timescale and provide a degree of stability for all providers. 

 



Initial proposals were considered by the Group and members noted the difficulties any further 
uncertainties would cause providers.  The Group therefore supported the LAs proposals. 
 
Feedback was also offered from a member that had received feedback from the DfE about 
provider concerns relating to the introduction of the 30 hours free entitlement for working 
parents.  This advice was that providers should clearly specify what was provided free and 
what generated an additional costs for parents.  Common practice in one pilot area was to 
offer distinct times for 'free entitlement', which might be 09:00 to 12:00 and 13:00 to 16:00 
daily, with other times and additional services, like lunch, being chargeable. 
 
Consultation with Providers 
The LA intends to seek comments from all providers on the 2017/18 proposals and responses 
will be reported to the Schools Forum on 12 January 2017. 
 
2018/19 EYNFF Proposals  
The LA intends to consult with all providers on the transition of the formula for 2018/19 and 
2019/20.  More time will be available to review and develop proposals for 2018/19 and 
beyond, including the range and level of supplements and further transition towards a 
universal base rate. 
 
The Working Group: 

a) Noted the report and information provided; 
b) Unanimously supported the Lancashire 2017/18 EYNFF proposals as follows: 

 
Universal Base Rate 

 PVI Settings - Base Rate at 2016/17 level – to be increased by any available 
headroom, which initial estimates suggest could be over £1m; equating to a 
raise of £0.13 per hour (Indicative 2017/18 base rate of £4.03 per hour); 

 Maintained Nursery Schools - Base Rate at 2017/18 PVI level, to be 
supplemented by maintained nursery school (MNS) funding, to allocate the 
available funding, calculated on 2016/17 funded hours; (Indicative 2017/18 
base rate of £4.03 per hour plus MNS funding); 

 Primary Schools with Nursery Classes - Base Rate at 2016/17 level, to be 
supplemented by transitional funding equivalent to the 2016/17 teacher 
supplement rate (Indicative 2017/18 base rate of £4.48 per hour); 

 Child Minders – Base Rate at 2016/17 level (Indicative 2017/18 base rate of 
£4.96 per hour) 
 

Supplements 

 Retain the current IDACI based deprivation supplement at the 2016/17 level: 

 Retain the current rurality supplement, using the existing methodology at the 
2016/17 level; 

 Discontinue the teacher supplement, as this is no longer allowable; 

 Do not introduce any further supplements in 2017/18; 

 The above proposals ensure that the 10% cap on supplements is not breached. 
 
Disability access fund (DAF)  

 To introduce DAF arrangements  in accordance with EFA guidance 
 



SEN inclusion fund  

 Lancashire has already identified £150k within the High Needs Block for this 
purpose, but will in future clearly identify this provision as being Early Years 
Central Expenditure on SEN inclusion. 

 
c) Noted that the proposals would be the subject of consultation with all providers 

and that responses will be reported to the Schools Forum on 12 January 2017; 
d) Supported the proposal that any 2017/18 early years underspends should be 

ringfenced for use in the Early Years block in future years;  
e) Noted that further proposals for EYNFF implementation would be developed in 

conjunction with the working group for 2018/19 and 2019/20, which would also 
be subject to consultation with all providers. 

 

 

2. Central Expenditure Limit Budget 2017/18 

Each year, the Forum is asked to review and approve the central expenditure funding within 
the Schools Budget.  A report was presented providing information about the 2017/18 central 
expenditure provisions and highlighting key variations from 2016/17 
 
An explanation of the key variations from 2016/17 with Early Years implications was provided  
 
Note 4: PFI - Special, Sixth Form, Nursery increased by £0.762m 
A number of years ago, following advice from the EFA, the Schools Forum agreed that 
contractual PFI contributions for special schools could be met from the central items budget, 
as the special school formula was not sufficiently flexible or responsive to allow delegation. 
National funding changes for sixth forms and nursery schools now require additional PFI 
provisions to be made in the central items budget, as set out below: 

 The Early Years National Funding Formula (EYNFF) proposals to be introduced in 
April 2017 will restrict the supplements that can be paid to early years settings and will 
not include a PFI factor.  Provision has therefore been made in the central expenditure 
budget for 2017/18, to allow the contractual obligations for the county's PFI nursery 
school to continue to be met. 

 
Note 5: EU Energy Performance Directive reduced by £0.011m 
As previously reported to the Forum, a provision of £0.11m for the EU Energy Performance 
Directive in the early years block was a historic anomaly that was not utilised in 2016/17.  It 
has therefore been removed from the 2017/18 budget. 
 
The Working Group: 

a) Noted the report; 
b) Recommend that the Forum support the provisions of the Central Expenditure 

budget for 2017/18; 
c) Noted from the previous item that the £150k currently within the High Needs 

Block Central Expenditure for Early Years SEN inclusion, may need identifying 
separately before final 2017/18 central expenditure approval by Forum. 

 

 

3. School Teaching and Support Staff Supply Reimbursement Scheme  

In December 2015, reports were presented to the Forum Working Groups about the School 
Teaching and Support Staff Supply Reimbursement Scheme.  The reports highlighted that 



the scheme outturn position for 2014/15 was an in year deficit of £0.322m. In response to 
views expressed at the Working Groups, the January 2016 Forum meeting ratified a number 
of recommendations and principles in connection with the 2016/17 scheme offer 
 
These changes were introduced into the scheme and 2016/17 supply scheme offers were 
issued to all schools and academies in Lancashire.   
 
An analysis of responses received showed that 27 fewer schools are in the 2016/17 scheme 
overall compared to 2015/16, however, one additional nursery school has joined the scheme 
bringing the total to 21.  
 
Scheme Arrangements for 2017/18 
It was proposed that the 2017/18 Scheme arrangements should be largely unchanged from 
2016/17.   
 
Some of the key early years issues are set out below: 
 
Support Staff Scheme 
For 2016/17, premiums for the support staff scheme were increased by 60% in an attempt to 
bring this element of the scheme back onto an economic footing.  It is therefore proposed to 
hold the 2017/18 premiums at the 2016/17 levels, as indicated below: 

 
Pupil Funded Schools (Primary, Secondary, Academy, and Nursery Schools):  

 Lump sum of £1,600, plus  

 £12.00 per pupil  
 

Teaching Staff Scheme  
 

Pupil Funded Schools (Primary, Secondary, Academy, and Nursery Schools) 
From April 2016, it was agreed to move towards a pupil based charging scheme for 
pupil funded schools, on a phased basis. Commencing in 2016/17, the charge was 
based on 75% of the schools 2015/16 premium, plus a calculation based on pupil 
numbers at the school calculated at a rate that equated to 25% of the global 2015/16 
total. 
 
This transitional arrangement proposed that the 2017/18 premiums should be based 
on 50% of the historic charge from 2015/16, plus a per pupil calculation at a rate that 
equated to 50% of the global 2015/16 total. The per pupil rates for 2017/18 are 
therefore proposed at the levels indicated below, in addition to 50% of the historic 
charge: 
 

10 Day Premium 5 Day Premium 3 Day Premium 

£19.69 per pupil £23.08 per pupil £25.26 per pupil 

 
The Forum report last year envisaged the historic element of the charge reducing to 
25% in 2018/19, with full pupil based premiums from 2019/20. 
 
Minimum Charge for Pupil Funded Schools  



2016/17 proposals also referred to the possible inclusion of a minimum level of 
premium in the scheme, as all schools, even those with very few pupils on roll, will 
have a basic staffing requirement.  
 
Initial analysis of the 2017/18 charges suggests that this may be the appropriate time 
to introduce the minimum level, as this will minimise turbulence and provide a 
minimum charge at a sufficient rate.  It is therefore proposed to introduce a minimum 
charge for 2017/18, as indicated below 
 

10 Day Premium 5 Day Premium 3 Day Premium 

£1,600 minimum charge £1,875 minimum charge £2,050 minimum charge 

 
Impact Assessment 
The LA has modelled the impact on individual schools of the proposals set out above.  Some 
of the significant impacts are highlighted below. 
 

Support Staff Scheme 
As it is proposed to hold 2017/18 premiums at the 2016/17 levels there is minimum 
impact on the charges facing individual schools.  A small number of schools have seen 
large increases in premiums of up to £1,100, but this is reflecting large rises in pupil 
numbers, which will generate substantial additional income for the schools. 
 
In percentage terms, the biggest impact is facing some nursery schools, where the 
increase for one school is circa 40%, whilst a couple more face increases of around 
25%.  Investigation into these cases revealed that the schools had lowered their age 
range to incorporate 2 year olds in the school offer.  This provision could previously 
have been provided through a management committee arrangement.  The additional 
2 year olds on the school roll on census date have triggered the increased premium, 
but again the school budget will receive considerable extra income, and will require 
additional school staff to be covered by the supply scheme. 
 
Teacher Scheme: Pupil Funded Schools (Primary, Secondary, Academy, and Nursery 
Schools) 
There is clearly more variation in the 2017/18 charges for the pupil funded schools in 
the teacher element of the scheme, as premiums transition to a pupil led calculation.  
The largest increase again relate to schools where there are significant increases in 
pupil numbers for 2017/18, or where schools are much larger than when the original 
historic charge was calculated (from staffing numbers in 2011/12).  There are also 
schools with large decreases in premium.  This turbulence has been minimised by the 
use of the 4 year transition to a pupil based calculation, but some movement in charges 
is inevitable to rebalance the inequities that had built up in the historic premiums being 
charged. 
 
The introduction of minimum threshold of £1,600 for the 10 day scheme seems 
appropriate at this point in the transition.  Only 10 schools will have the threshold 
applied in 2017/18 and these charges will vary little at this point to that calculated on 
a charge based on 50% of the historic costs.  To wait longer to introduce the minimum 
threshold will risk greater turbulence in future years. 
 



Reimbursement Rates  
Historically, scheme reimbursement rates were normally increased in line with the most 
recent pay rises awarded to both teaching and support staff.   
 
However, in 2016/17, the Forum agreed to hold reimbursement rates at the previous year's 
levels, to minimise the increase required in premiums. 
 
Recent analysis provided by the Lancashire Teaching Agency (LTA) indicated that their 
charges for a supply teacher and that of two other agencies were provided that were 
comparable to the current reimbursement rates paid by the scheme 
 
As there are considerable cost pressures facing schools in 2017/18, it is again proposed that 
there is no uplift applied to reimbursement rates to prevent the need to increase premiums. 
 
Scheme Policy 
No changes are proposed to the scheme policy framework for 2017/18. 

 
The working group: 

a) Noted the report: 
b) Supported the proposed arrangements and charges for the 2017/18 School 

Teaching and Support Staff Supply Reimbursement Scheme, including: 

 The premiums for the 2017/18 pupil funded teacher scheme calculation 
be based on 50% of a historic charge from 2015/16, plus a per pupil 
calculation at a rate that equates to 50% of the global 2015/16 total, as the 
scheme transitions to a fully pupil based methodology; 

 A minimum charge amount of £1,600 for 10-day teaching cover be 
introduced from April 2017 (with relevant increases for 5 and 3 day 
cover), in recognition that all schools, even those with very few pupils on 
roll, will have a basic staffing requirement; 

 Other Scheme premiums be held at the 2016/17 levels; 

 Reimbursement rates be held at the 2016/17 levels, so that no further 
increases in premiums are required in 2017/18; 

 No changes to the Scheme policy be applied for 2017/18. 


