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Executive Summary  
 
On 28 November 2013, the Early Years Block Working Group considered a number of reports, 
including: 
 

• Early Years Block Funding for April 2014; 
• Central Items 2014/15;  
• Early Years Single Funding Formula (EYSFF): Consultation on proposed changes for 

2014/15;  
• Early education for targeted 2 year olds progress summary; 
• Early Years Representation on the Schools Forum. 

 
A summary of the key issues and recommendations arising from the Early Years Block Working 
Group considerations are provided in the report. 
 
 
Recommendations 
 
The Forum is asked to: 
 

a) Note the report from the Early Years Block Working Group held on 28 November 2013; 
b) Ratify the Working Group's recommendations. 

 
  



  

 
item 8 early years block recommendations FINAL 
  

2 

Background 
On 28 November 2013 the Early Years Block Working Group considered a number of reports. A 
summary of the key issues and recommendations arising from the Working Groups considerations 
are provided in the report. 
 
 

1. Early Years Block Funding for April 2014  
A paper was presented outlining the principles to be used to construct the Early Years Block 
budget for 2014/15.  
 
Dedicated Schools Grant 
When setting the budgets for Schools, Academies and Early Years we must take into account the 
financial settlement provided by the Department for Education (DfE) for the Dedicated Schools 
Grant (DSG).   In 2011/12 the DfE announced a national freeze on authorities Guaranteed Unit of 
Funding (GUF) and advised that this would continue until 2015/16. Lancashire's GUF is multiplied 
by pupil numbers to derive the authorities overall Dedicated Schools Grant (DSG).  
 
The DfE will announce the final allocation of the DSG for the Schools Block on the 18th December 
and at the same time they will announce an interim DSG settlement for the Early Years Block and 
the High Needs Block. The interim settlement for High Needs Block will be finalised by 31st March 
2014. The interim settlement for the Early Years Block will be re-determined to reflect the actual 
numbers of hours delivered for the 3 and 4 year old offer during January 2014 and January 2015. 
This means that as in 2013/14 an element of the growth in the 3 and 4 year old Early Years 
budgets will be reflected in our actual DSG settlement. Officers are currently assessing if the re-
determination of the Early Years Block DSG will be sufficient to meet the forecast growth in Early 
Years take up for 2014/15.   
 
The DfE will also announce the allocation of funding for the 2 year old offer. Officers will assess 
the implications of the 2 year old settlement in the light of the wider schools budget.  
 
Headroom / Shortfall 
If any headroom is available this will be distributed, as in previous years by increasing base rates. 
The converse will apply if there is a funding shortfall.  
 
Minimum Funding Guarantee (MFG)  
In 2013/14, the DfE applied Minimum Funding Guarantee protection at minus 1.5% to base rate 
funding. Although we await final clarification from the DfE, modelling to date has assumed this will 
continue. This means that if there is a shortfall in the schools budget EYSFF base rates cannot be 
reduced by more than 1.5%. 
 
2013/14 Outturn 
In 2013/14 the Forum agreed to provide growth of £1.993m (4.7%) for increased uptake of the free 
entitlement to 3 and 4 year old Early Years education on the understanding that this growth would 
be funded by the DfE. In essence any change in this growth should be matched by a similar 
change in the County Councils final DSG settlement. The Forum also agreed to provide growth of 
£6.842m for the 2 year old offer to reflect the statutory entitlement for early education for 20% of 
eligible two year olds from September 2013.  
 
Our latest forecast outturn position for the 3 and 4 year old offer has been calculated taking into 
account: 
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• Summer term – actual hours delivered across all settings; 
• Autumn term -  actual hours delivered in nursery schools and nursery classes and a revised 

forecast of hours delivered in PVI settings based on the actual level of growth experienced 
in the summer term; 

• Spring term – forecast hours based on the actual growth experienced to date. 
 
This produces a forecast outturn for the 3 and 4 year old offer of £43.5m, representing a growth of 
3.4% over 2012/13. In July the DfE announced initial growth for the summer term 2013 of 
£0.390m. 
 
As the 2 year old offer was only officially introduced from September it is too early to provide an 
outturn for the year until the autumn term Early Years count has been completed.  
 
Early Years Single Funding Formula 3 and 4 year olds budget assumptions 
Hours - The forecast  3 & 4 year olds budget for 2014/15 will be calculated based on the actual 
hours delivered by settings from the January 2013 Schools Census and January 2013 Early Years 
Census and uplifted by a rate of growth to be determined by Officers. 
 
Funding Rates - As Lancashire's GUF has been frozen by the DfE, we will be unable to increase 
the funding rates applied to the base rates or supplements unless the Forum agree to re-allocate 
the quality and flexibility supplement into the base rates or if the DfE require any funding to be 
delegated.  
 
Base Rates – The Schools and Early Years Finance (England) Regulations require the authority to 
delegate the following funding to nursery schools that had previously been retained centrally: 
 

• School Insurance; 
• Licences and Subscriptions;  
• Staff costs – Public Duties/Suspensions;  
• Support For Schools In Financial Difficulty;  
• Contingency Funding. 

 
Nursery schools have agreed to pool this funding back to the authority from April 2014 as have 
special schools and Short Stay Schools 
 
Quality and Flexibility Supplements – At the request of the Early Years Working Group, the 
Authority have consulted with Early Years providers regarding transferring funding currently 
distributed through the quality supplement into the base rates. A separate report discusses this 
option and modelling will reflect the decision taken by the Forum as a result of this consultation. 

 
Rurality Supplement – To be funded on the same basis as 2013/14. The rurality supplement will 
be paid to those settings located in settlements that fall into one of the four categories that make 
up the DEFRA rural definition.  Settings will be asked to confirm their eligibility for this supplement 
by 30 November 2013. The budget setting process requiring the Forum to approve budgets on 14 
January 2014 will not allow an extension to this deadline.  
 
Teachers Supplement – To be funded on the same basis as 2013/14. 
 
PFI Supplement – To be funded on the same basis as 2013/14. The DfE require nursery school 
PFI charges to be funded through the EYSFF. This covers the contractual maintenance 
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agreement for our PFI nursery school. As this is a contractual obligation and DfE requirement, we 
do not have discretion about the payment of the required PFI contribution. 
 
Deprivation Supplement – To be funded on the same basis as 2013/14.  
 
Early Years Single Funding Formula 2 Year Olds budget assumptions  
From September 2013, children and families meeting the criteria used to decide eligibility for free 
school meals and looked after children became eligible for the free early education for 2 year olds. 
Nationally, this represents around 20% of all two years olds in England. From September 2014, 
the eligibility criteria will be expanded so that around 40% of all two year olds in England will be 
eligible. 
 
In 2013/14 the DfE increased Lancashire's DSG by £10.110m to provide revenue funding to pump 
prime the 2 year old offer and funding for settings, through the EYSFF for 2 year olds  to deliver 
the offer. The DfE also provided £1.7m in the capital programme to supplement this investment. 
 
Base Rate - At their meeting on the 10 January 2013, the Forum agreed to set the base rate for 
the 2 year old offer at £4.70 per child per hour. This base rate is applied to all settings that deliver 
the 2 year old offer. The funding reflected the legal requirement for the staffing ratio for 2 year olds 
of 1:4, this compares to the 1:8 ratio for 3 and 4 year olds. In essence, this element of the funding 
for staffing has doubled from that applied to the 3 and 4 year old formula. This accounts for £4.34 
per child per hour of the base rate. In addition to this the Forum agreed to apply an uplift of £0.36 
per child per hour to the base rate to reflect the additional needs of this target population of 2 year 
olds. 
 
Transitional Protection - The Forum also agreed as part of the budget setting process for 2013/14 
to pay transitional protection of £0.08 per child per hour on top of the base rate of £4.70 per child 
per hour. This protection was to aid the transition to the new 2 year old formula. It was agreed that 
this protection would be provided for one year only and therefore this will cease from April 2014. 
 
The Working Group: 

a) Noted the report; 
b) Supported the principles to be used to construct the Early Years Block budget for 

2014/15; 
c) Supported the continued inclusion of additional vulnerable groups, Portage and GRT 

(Gypsy, Roma and Traveller) children in the 2 year old offer in 2014/15. 
 
 

2. Central Items 2014/15  
The Department for Education's (DfE) new school funding arrangements introduced in 2013/14 
split the Dedicated Schools Grant into three notional funding blocks: 
 

• The Schools Block; 
• The Early Years Block; 
• The High Needs Block. 

 
Central items funding that is retained by the authority rather than distributed to settings, has also 
been split by DfE into these three notional funding blocks. 
 
A report was provided on the Central Items budget for 2014/15 and the early years issues were 
highlighted.  
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• 2 year old provision - £2.730m 

This budget provides 2 year old capacity building and pump priming funding for the 2 year 
old offer. This budget was set by the DfE and the Forum agreed to passport this in its 
entirety to the 2 year old offer in 2013/14. 
  
The Forum has previously agreed to carry forward any funding unallocated for 2 year old 
pump priming into 2014/15 to aid the expansion to the top 40% of children from September 
2014. It is likely that the 2014/15 DSG settlement will also contain an element of pump 
priming funding, however the quantum is currently unknown. 
 

• Pooled Services - £0.788m 
In 2013/14 this funding had been retained within the central items budget. The Schools and 
Early Years Finance (England) Regulations require funding that can be de-delegated by 
primary and secondary schools in 2014/15 to be delegated to nursery school 3 and 4 year 
olds, special schools and Pupil Referral Units (PRUs). This will be delegated through the 
formula in 2014/15 and all phases have agreed to pool the funding back to the County 
Council for the services provided. 

 
The Working Group: 

a) Noted the report;  
b) Recommend that the Forum support the provisions of the Central Items budget for 

2014/15; 
c) Recommended that the pooled services element for nursery schools appear as a 

separate line on funding statements, to help ensure clarity.  
 
 

3. Early Years Single Funding Formula (EYSFF): Consultation on proposed changes for 
2014/15  

At the last Early Years Block Working Group proposals emerged to discontinue the quality and 
flexibility supplements in 2014/15, with the funding being reallocated through base rates. 
 
Subsequent to the Working Group, officers modelled the financial implications of reallocating these 
supplements through the base rates. 
 
The Quality Supplement currently distributes £0.748m to Early Years settings at a rate of £0.10 
per child per hour for those that qualify. The distribution of settings meeting the quality criteria is 
fairly evenly matched across all phases of early years providers, it was therefore proposed that the 
total funding will be allocated across total hours delivered.  
 
This will increase hourly base rates by £0.09 per child per hour. This is less than the current £0.10 
per child per hour because some settings do not currently qualify for the quality supplement.  
 
The Flexibility Supplement currently distributes £1.322m to qualifying Early Years settings at £0.07 
per child per hour, plus a lump sum of £1,133 per setting per annum.  Initial modelling looked at 
allocating this funding using the same principle as the quality supplement, however this resulted in 
transferring a significant amount of funding from childminders to all other settings. This was 
because the lump sum paid to childminders under this supplement represents a significantly 
higher proportion of overall funding for the setting.  
 



  

 
item 8 early years block recommendations FINAL 
  

6 

It was therefore proposed that the flexibility supplement is protected by phase and a separate 
calculation undertaken for each. This will result in protecting the overall amount distributed per 
phase and will minimise the level of turbulence. It was proposed to increase base rates as follows: 
 
o Nursery Schools – £0.08 per child per hour 
o Nursery Classes, PVI day care and PVI sessional care - £0.14 per child per hour 
o Childminders - £1.63 per child per hour 
 
The suggested financial changes were shared with Working Group members, via email.  
Responses from the group supported the proposed approach. 
 
At the Schools Forum on 15 October 2013 members ratified the proposals as a basis for 
consultation with Early Years providers. 

 
On 17 October 2013, a consultation was launched with all Early Years providers seeking views on 
the proposals.  Private Voluntary and Independent (PVI) providers were issued using the email 
system, whilst maintained settings received their consultation via the Schools Portal. 
 
The closing date for responses was 22 November 2013. An updated analysis of the responses 
was tabled at the meeting. 
 
A total of 45 responses were received.  Overall, 67% of responses supported the proposal to 
discontinue the Quality Supplement in 2014/15 and 65% supported the proposal to discontinue the 
Flexibility Supplement. 
 
The majority of responses from all types of settings favoured the discontinuation of both 
supplements. 
 
Members discussed the impact these changes may have on the quality supplement and it was 
noted that under this proposal all settings would receive funding from April 2014, which could still 
be used by settings towards ensuring quality indicators were achieved.  It was also noted that the 
latest statutory guidance from the Department for Education (DfE) makes it clear that OfSTED is 
now the sole arbiter of quality in early years providers, and this has caused a tension with the 
current quality criteria.   
 
The Working Group: 

a) Noted the report; 
b) Noted the consultation responses from Early Years providers; 
c) Recommended to the Forum that the quality and flexibility supplements be 

discontinued in 2014/15, with the funding being reallocated through base rates, on 
the following basis: 
• Quality Supplement increase hourly base rates by £0.09 per child per hour.  
• Flexibility Supplement increase base rates by phase as follows: 

o Nursery Schools – £0.08 per child per hour 
o Nursery Classes, PVI day care and PVI sessional care - £0.14 per child per 

hour 
o Childminders - £1.63 per child per hour 

 
 

4. Early education for targeted 2 year olds progress summary 
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By the middle of the autumn term 2013 over 1,600 two-year-old children were accessing a 
targeted free early education place in Lancashire.  This is over 60% of the DfE estimate of eligible 
children in Lancashire.  This represents substantial progress given the size of Lancashire's target 
(2,600 children).   
 
In anticipation of the need for additional places in the sector, early years providers have been 
notified of the availability of revenue and capital funding to support the creation of new places in 
priority areas.  A panel containing representatives from the Early Years Working Group and 
Schools Forum have now considered two rounds of applications.  In total 50 bids potentially 
creating up to 850 new places in priority areas have been recommended by the panel.  Work is 
ongoing in the remaining priority areas where insufficient applications have been received to 
encourage providers to expand provision or create new places. 
 
Applications that have been supported by the panel to create new 2 year old places in priority 
areas include the following: 

• Supporting recruitment and training and assisting with the cost of employment of staff in the 
first term that the places become available; 

• Re-configuring existing settings by creating doors or moving through walls; 
• The provision of additional children's toilets to meet Ofsted requirements; 
• The provision of extensions to existing buildings or new modular buildings. 

 
From the applications which have been supported to date £975,000 of the £1.7m capital funding 
available and £560,000 of the £2.65m revenue funding available has been allocated.  A further 
sum of £585,000 capital and £230,000 revenue potentially creating up to 330 additional places has 
been deferred in round 2 and will be considered again shortly when queries have been resolved.  
At this stage it is anticipated that a sum of £1.86m revenue and £140,000 capital will be carried 
forward into 2014/15, including up to £1.4m revenue which will be allocated to capital as projects 
are identified, subject to clarification/approval from DfE.  This will support ongoing efforts to ensure 
that there is sufficient provision for all eligible children whose parents choose to take up a place. 
 
Following consideration of Directorate School Organisation Group (DSOG) support for maintained 
nursery schools to extend their school age range where they wish to do so, EYWG was asked to 
support the widening of the eligibility criteria for place creation funding to include those maintained 
nursery schools that have extended their school age range.  The existing criteria to have access to 
the place creation funding would need to be reviewed to make them fit for purpose for a 
maintained nursery school.  It is envisaged that a school who qualifies would be expected to 
evidence how the provision of places would be financially sustainable at the prevailing rate for 2 
year olds whilst meeting the current guidance on ratios of staff to children.  A school would have to 
be in a priority area for the development of 2 year old places to be eligible to apply, as is the case 
for the PVI sector currently. 
 
In consideration of this proposal, it is noted that the maintained nursery schools in Lancashire offer 
high quality provision as judged by Ofsted, are mainly located in areas of disadvantage where 
demand for 2 year old places is expected to be high, offer continuity of care for children until they 
transition to primary school and have greater flexibility to extend the school age range.  It is also in 
line with national policy which is to provide greater opportunities for the maintained sector to 
deliver 2 year old places. 
 
The Working Group discussed the proposals for the inclusion of maintained nursery schools in the 
2 year old arrangements and the reasons behind the proposals and the need for the LA to 



  

 
item 8 early years block recommendations FINAL 
  

8 

prioritise 3 and 4 year olds.  It was emphasised that the same rigour must be applied to 
maintained school applications as is in place for the PVI sector to ensure a 'level playing field'. 
 
The Working Group  

a) Noted the report; 
b) Supported the proposal for maintained nursery schools that lower the school age 

range to deliver the 2 year old entitlement at the same base rate as PVI providers.   
c) Supported the proposal that such settings have access to the place creation funding, 

subject to the following: 
• That a level of rigour is used to determine applications from the maintained sector 

which is consistent with the levels used to determine applications from the PVI 
sector; 

• That the commitment to high quality provision tailored to 2 year olds continues to 
be demonstrated by all providers accessing the place creation funding; 

• In accordance with the comments from Directorate Schools Organisation Group, 
that each individual school's governing body is aware of and accepts the 
following points:  

o The rate of funding for 2 year old places will be the same as for PVI 
providers, without the option for a separate rate in future; 

o Any necessary capital works would need to be funded without reference to 
the Schools Capital programme; 

o There would be no impact on the availability of places and accommodation 
for 3 & 4 year olds;  

o The admission criteria continues to ensure that 3 & 4 year olds have 
priority and that 2 year olds only have access to available places after all 3 
& 4 year olds had been admitted;   

o There would be no future call on schools' capital and no future impact on 
accommodation (if a school uses surplus accommodation for 2 year old 
provision and the pupil numbers in school subsequently increase, 
requiring all the space that the school was originally provided for); 

o The school would conduct all of the necessary consultation and fund the 
associated costs of doing so.  

o That DSOG considers any such request prior to the commencement of 2 
year old place delivery 

 
 

5. Early Years Representation on the Schools Forum 
A report was presented updating the Group on the elections for new PVI representatives on the 
Forum.  Election documentation was issued on 21 November 2013 and the closing date for 
responses is 6 December 2013. 12 nominations have gone forward in the election, including the 2 
current PVI representatives on the Forum. 
 
Members also noted that Thelma Cullen, the Chair of Governors at Basnett Street Nursery School, 
Burnley is the new Nursery School Governor Representative. 
  
The Working Group  

a) Noted the report; 
b) Welcomed Thelma Cullen as the new nursery school governor representative. 

 


