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Executive Summary  
 
On 28 February 2017, the Early Years Block Working Group considered a number of reports, 
including: 
 

 Early Years National Funding Formula (EYNFF) – Lancashire Implementation 
2018/19; 

 Supplementary Payments. 
 

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 28 February 2017; 
b) Ratify the Working Group's recommendations. 

 
  



Background 
On 28 February 2017, 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 (EYNFF) – Lancashire Implementation 

2018/19 
The EFA issued final Early Years National Funding Formula (EYNFF) guidance for 2017/18 
in December 2016.  This set the parameters for early years funding for 2017/18 onwards and 
requires full implementation of a Universal Base Rate by 2019/20. 
 
Following discussions with the Working Group in December 2016, a principle of stability was 
adopted for 2017/18 in Lancashire.  This was due to the limited time available to 
fundamentally revise the Lancashire Early Years Single Funding Formula (EYSFF) and to 
provide a period of stable funding to allow those providers that were likely to lose under 
EYNFF arrangements a more reasonable lead in time.  
 
The Lancashire proposals for 2017/18 were the subject of a consultation with all providers in 
the County and a majority of respondents were supportive.  The Schools Forum therefor 
confirmed the arrangements at the Budget setting meeting in January 2017.  
 
Agreed 2017/18 base rates are shown below and individual budgets have now been issued 
to providers:  
 
 

2 Year Olds 
 

Nursery 
Schools 

Nursery 
Classes 

PVI Childminders 

 
£ £ £ £ 

Base Rate 5.00 5.00 5.00 5.00 

 

3 & 4 Year Olds 
 

Nursery 
Schools 

Nursery 
Classes 

PVI Childminders 

 
£ £ £ £ 

Rate 
Plus transition 
Base Rate 

4.03 
 

4.03 

4.03 
0.45 
4.48 

4.03 
 

4.03 

4.03 
0.91 
4.94 

 
The individual budget notifications included the supplementary allocations relating to 
deprivation and rurality. 
 
Early Years Pupil Premium (EYPP) and Disability Living Allowance (DLA) payments will also 
be made in accordance with the nationally prescribed eligibility criteria. 
 
 



 
2018/19 EYNFF Proposals  

This report sought the initial views of the Working Group around the shape of the 2018/19 
proposals, which will then be subject to a consultation with all Lancashire providers. 
 
Universal Base Rate  

The Universal Base Rate must be fully implemented by 2019/20.  As a first step towards this, 
the 2017/18 arrangements targeted available headroom in the Early Years Block towards an 
increase in the PVI base rate.  With the allocation of circa £1m headroom, the 2017/18 base 
rate was increased by £0.13 per hour, to £4.03 per hour.  This rate was then applied across 
all sectors, but was supplemented by transitional funding to offer stability for all settings and 
retain 2016/17 funding levels.  The transitional funding was allocated as follows: 
 

 Child Minders – £4.03 per hour Base Rate plus transitional protection of £0.91 per 
hour (Total = £4.94 per hour); 

 Nursery Classes –  £4.03 per hour Base Rate plus transitional protection £0.45 per 
hour (Total = £4.48 per hour); 

 Maintained Nursery Schools - £4.03 per hour Base Rate plus transitional maintained 
nursery school (MNS) funding to at least maintain 2016/17 funding levels.  (This will 
vary by school as the MNS funding is calculated on forecast 2017/18 budgeted hours). 
 

2018/19 Proposals  
In 2018/19, the LA proposes that a Universal Base Rate is implemented across all settings. 
 
For maintained nursery schools, the supplementary grant would continue to be available to 
provide funding stability in 2018/19. 
 
It should be noted that the School and Early Years Finance (England) Regulations 2017 
remove the minimum funding guarantee (MFG) for early years.  The LA has contacted the 
EFA asking for confirmation that a local MFG cannot be used to dampen the turbulence 
caused by the implementation of the EYNFF.  A response is still awaited. 
 
If no such MFG protection is allowable, as seems likely based on the current Regulations, 
effectively this means that 2018/19 is the only year where transitional protection can be 
offered as we move to a Universal Base Rate. 
 
The LA is therefore proposing to move half way from current transitional rate levels to the 
estimated universal base rate level in 2018/19.  
 
The Lancashire Universal Base Rate in 2018/19 is estimated to be circa £4.08 per hour.  The 
base rates for childminders and nursery classes, including the remaining transitional 
protection would be as follows: 

 

 Child minders -  £4.49 per hour 

 Nursery classes -  £4.26 per hour 
 

 
Funding Supplements  

The EYNFF guidance sets out various requirements and options in relation to funding 
supplements.  These are set out below. 



 

 Supplements are amounts of funding which are given in addition to the base rate to 
reflect local needs or policy objectives. They continue to be available under the 
EYNFF; 
 

 A supplement cap restricts the total value of supplements used in the formula that 
must not be more than 10% of the total value of planned funding to be passed through 
to providers; 
 

 Deprivation remains the only mandatory supplement in the EYNFF.  The formula must 
use this supplement to recognise deprivation but there is local discretion about the 
amount of funding to channel through this supplement as long as the total value of all 
supplements used does not exceed the 10% cap; 
 

 A number of discretionary supplements remain available for use in the EYNFF, but are 
subject to the 10% total supplement cap.  These are: 
 
o Rurality/sparsity - A rurality/sparsity supplement is permitted to allow local 

authorities to support providers serving rural areas less likely to benefit from 
economies of scale.  

 
o Flexibility - A flexibility supplement is permitted to support providers in offering 

flexible provision for parents. This could, for example, be childcare wraparound 
care, out-of-hours provision or to encourage a particular type of provider in an area 
(such as to meet a need for childminders in an area).  

 
o Quality  - A quality supplement is permitted to either:  

 support workforce qualifications, or;  
 support system leadership (supporting high quality providers leading other 

providers in the local area)  
 

o English as an additional language (EAL) is permitted.  
 
2018/19 Proposals  
Consideration was given to the proposed supplements in 2018/19. 
 
It was noted that there is considerable scope for increasing the level of supplements paid in 
the Lancashire EYNFF, as we are currently distributing well below the maximum allowable 
level. (Circa 2.5% compared to the 10% cap).  However, any increase in funding distributed 
via supplements would reduce funding available for base rates.  The estimated 2018/19 
Universal Base Rate of £4.08 referred to in the previous section assumed that the existing 
level of supplements continue.   
 
Also, the greater the variation from the existing supplement profile that is introduced, the 
more turbulence will be created at individual setting level and if more supplements are 
introduced, the larger variation there will be between settings based on eligibility to them. 
 
 
Other Early Years National Funding Formula (EYNFF) Funding Streams 

The EYNFF announcements for 2017/18 included other funding streams: 



 
Early Years Pupil Premium 
Early Years Pupil Premium (EYPP) funding continued unchanged under the EYNFF 
arrangements introduced from April 2017. 
 
Disability Access Fund (DAF)  
The 2017/18 arrangements introduced a new DAF that targets an additional £615 per year 
for eligible three- and four-year olds meeting the following criteria:  

 •the child is in receipt of child disability living allowance and;  

 •the child receives free early education.  
 
SEN Inclusion Fund  
The Lancashire centrally retained funding for 2017/18 moved £150k from the High Needs 
Block to the Early Years Block to clearly comply with the EYNFF SEN Inclusion Fund 
requirements  
 
 
Consultation with Providers 

Following any views expressed by the Working Group, the LA intends to seek comments 
from all providers on the 2018/19 proposals.   
 
The Working Group noted that clarification was required from the DfE about: 

 Whether there is any possibility of implementing a local Early Years MFG in order to 
make the transition to a universal base rate more manageable for certain providers; 

 The EYNFF indicates that there is an expectation for authorities to pay the same rate 
for the current universal hours and the additional 15 hours, but confirmation has been 
requested about whether 'same rate' is the base rate or total hourly rate (i.e. including 
the mandatory Deprivation hourly supplement). 

 
The Working Group: 

a) Noted the report; 
b) Noted that clarification was awaited on the local Early Years MFG and the rate 

to be applied to the additional 15 hours; 
c) Recommended that the transitional options for 2018/19 towards a universal base 

rate be put to consultation with all providers, but commented that the responses 
may be influenced by the clarification information received from the DfE; 

d) Recommended that the mandatory derivation supplement continue in 2018/19 
at the same funding level (circa 2.5%) and using the existing Income Deprivation 
Affecting Children Index (IDACI) methodology; 

e) Recommended that the continued use of a rurality supplement be put to 
consultation with all providers, but noted the LAs concerns about the data used 
in this factor; 

f) Recommended that the flexibility and quality supplements are not reintroduced 
into the Lancashire formula, having been previously discontinued; 

g) Recommended that the English as an additional language (EAL) factor is not 
introduced into the Lancashire formula, as the additional need associated with 
pupils with EAL is closely linked to deprivation. 

h) Noted that, subject to any further changes in Early Years Operational Guidance 
for 2018/19 from the EFA, the are no proposals to alter the Early Years Pupil 



Premium (EYPP), Disability Access Fund (DAF) and SEN Inclusion Fund 
arrangements from April 2018. 

 
Subsequent to the meeting, confirmation was received from the DfE that LAs are 
expected to fund the additional 15 hours at the same rate as the universal hours at the 
total hourly rate including any supplements. 
 
Advice received on the use of a local MFG in the early years formula indicates that: 

"The expectation is that the Universal base rate would be in place for 2019/20 
and therefore 2018/19 can be a transition year for LAs to achieve this. 
 
As long as the pass through targets are met, you would have some level of local 
flexibility in the use of differential rates. 
 
If you wish to continue funding a higher rate to Childminders to meet a particular 
need, this can be done through the use of supplements 
As highlighted in the operation guidance. 
 
Discretionary supplements:  
31. A flexibility supplement is permitted to support providers in offering flexible 
provision for parents. This could, for example, be childcare wraparound care, 
out of-hours provision or to encourage a particular type of provider in an area 
(such as to meet a need for childminders in an area)." 
 
 

2. Supplementary Payments 

The Early Years Single Funding Formula makes payments to providers each term based on 
a termly headcount submission.  Lancashire has also introduced arrangements where 
providers are able to submit a supplementary headcount return, which is designed to make 
a payment to settings for children who had not started at the date of the Headcount.   This 
policy enables parents to get immediate access to FEE, as settings know that they can obtain 
payment from the start date of a new child, without waiting until the following term.   
 
However, the complexities of the DSG calculation methodology mean that Lancashire does 
not receive full payments for some of these supplementary children.   
 
Given the principle to maximise the base rate for all providers, it was noted that if the 
supplementary claims process were discontinued, there would be an increase in the base 
rate. 
 
However, it was recognised that supplementary process enabled settings to provide instant 
access for eligible children, including those with parents unable to pay a fee. 
 
The Working Group: 

a) Noted the information; 
b) Requested further details of the impact any change to the Supplementary 

payments process may have on settings and overall funding levels. 


