SCHOOL FUNDING REFORM

EARLY YEARS SINGLE FUNDING FORMULA (EYSFF) CONSULTATION 
1.
Introduction
1.1 The proposals discussed in this document have been developed by the Local Authority in conjunction with the Early Years Working Group (EYWG) and the Schools Forum. The EYWG is a sub group of the Schools Forum, on which all types of Early Years providers are represented. 
1.2 The EYWG and Schools Forum have considered the approach to the funding of early education in 2013/14 and are not proposing any changes to the formula. This is in response to the view that our current approach is still fit for purpose.
1.3 The Early Years Single Funding Formula (EYSFF) was implemented across the Bradford District in April 2011. This introduced a new common approach to the funding of the free entitlement in all maintained and Private, Voluntary & Independent (PVI) settings. Full details of the original proposals on the construction of the EYSFF, including the rationale behind decisions that were made prior to implementation, can be seen in the previous consultation document “Consultation on Proposals for the Implementation of the Single Early Years Funding Formula April 2010 (October 2009)” published in autumn 2009. The original intention stated within this earlier consultation document was to implement the EYSFF from April 2010; however in December 2009, the Minister for Children announced the national postponement of the implementation of the EYSFF. 
1.4 There have been two minor tweaks to the EYSFF since implementation in April 2011; both of these were in place in order to calculate EYSFF allocations for 2012/13:
· To update the postcode information used to calculate the deprivation funding supplement, from the May census to a 3 year rolling average of data taken from the previous three January censuses. The 3 year rolling average was introduced to protect against turbulence and blips in data. Postcode data is no longer collected in the May census, so the January census now has to be used. 
· Following consultation with Nursery School Headteachers, to adjust the method of allocation of the budget for meals provision in Nursery schools, from the historic Facilities Management formula to allocating 50% of this via the Nursery School Base Rate and 50% via the deprivation funding supplement to all Nursery Schools.
1.5 In July 2011 the DfE sought views on improving the funding arrangements for free early education, including how to make them simpler, more transparent, better focused on disadvantage, and less variable between areas.
1.6 The Department for Education (DfE) published the consultation document “School Funding Reform: Next steps towards a fairer system” in March 2012. This detailed significant changes to the funding system to be in place for the 2013/14 financial year; these changes are mainly around the funding of Primary and Secondary schools and the approach to the funding of High Needs in all types of providers. Despite the requirement to make significant changes to other aspects of formula funding, the DfE has made it clear that funding for free early education for eligible three and four year olds should continue to be delivered through local authorities and recognises that, since this aspect of the funding system is still relatively new, we should not need to make substantial changes.

2.
National Funding Reform

2.1 The DfE is considering how to create national funding formulae that are fair, transparent, logical, and distribute extra funding towards those who need it the most. The longer term funding of Early Years is part of these considerations. In July 2011, the DfE consulted on whether funding should be allocated to local authorities on the basis of a formula. In the latest communication, the DfE has confirmed that it will continue to work towards the implementation of a national formula to fund local authorities over the next few years, so that this can be done alongside a national funding formula for schools.
2.2 In advance of the introduction of a national formula, variations between areas will remain. Some of these variations are to be expected given different areas have different priorities, costs and characteristics. The DfE is keen to increase transparency about local authority spend on free early education and plan to do this through publishing financial benchmarking data later in the year. The introduction of the new pro-forma to be returned by local authorities to the EFA, as shown in Appendix 3, should support this. This will enable the local authority to carry out a thorough review of our local arrangements for the funding of the free entitlement, and will allow us to benchmark our EYSFF against other local authorities.
3.
Simplification of the EYSFF

3.1 The DfE has sought views on how the EYSFF could be made simpler and, having considered various options, has announced that major changes to the main elements of the EYSFF are not being proposed for 2013/14.
3.2  The DfE has not proposed any major changes to the EYSFF from April 2013; we are still allowed different base rates for different types of providers, and we must still have a deprivation supplement. The deprivation factor must be based on child level definitions of eligibility, rather than being based on characteristics of the setting; our EYSFF deprivation factor uses the Index of Multiple Deprivation (IMD) score calculated on each child’s postcode so we do not need to make any changes to the operation of our formula for April 13. The DfE is continuing to allow specific factors within the EYSFF for quality, flexibility and sufficiency.

3.3 The EYWG has discussed whether to use Income Deprivation Affecting Children Index (IDACI) scores, rather than IMD scores, to allocate the deprivation supplement, in line with the Primary and Secondary funding formulae. Although there was an interest to move towards using IDACI data in the future, we felt that it would be wise to continue to use IMD for 2013/14, but include information in 2013/14 Confirmed Indicative Budgets regarding any changes in hourly rate if IDACI had been used. This was following a discussion on the strong correlation between IMD and IDACI data scores for the majority of settings, except for a few childminders, where a change in the dataset used, could lead to a significant change in their hourly deprivation rate.
3.4 The Minimum Funding Guarantee (MFG) will apply to the EYSFF for all providers for the first time in 2013/14. The EYSFF MFG is set at -1.5% by the DfE and applies only to the Base Rates. This means that if the Base Rate reduces from one year to the next, the value of this reduction would be limited to 1.5%. As our base rates are not reducing, the MFG will not need to be applied to our EYSFF in 2013/14. 
3.5 The EYSFF Technical Statement & Timetable for the 2013/14 financial year is shown in Appendix 1. This gives further details on the EYSFF for 2013/14, expanding on the information here. Please note that the values shown in the Technical Statement, such as the Base Rates, are still to be confirmed; a final updated version of the Technical Statement will be published towards the end of this financial year. This will be once we have been notified of our overall DSG, and once the Schools Forum has made final recommendations on funding for 2013/14.
3.6 Funding for children who are Looked After will continue to be allocated in 2013/14 on the same basis as in 2012/13; full details are given in section h) of the EYSFF Technical Statement (Appendix 1).

4.
The Ending of Transitional Protection

4.1 The EYSFF was introduced with transitional protection for maintained providers losing due to the implementation of participation-led funding. It was agreed to protect 66% of the difference in 2011/12, reducing this to 33% in 2012/13, with protection then ceasing from April 2013. This protection was provided with the intention of giving maintained settings time to respond to the introduction of participation-based funding. 

4.2 The transitional protection for maintained providers in 2011/12 and in 2012/13 has been afforded by applying a ceiling to the growth in funding allocated to PVI providers. This has ensured that transitional protection has been cost neutral to the DSG. The rate of funding per hour for all PVI providers was capped at £4.66 in 2011/12 and at £5.00 in 2012/13; following the original agreement there will be no protection in 2013/14.
4.3 Next year is the first year that providers will see the real impact of the EYSFF, with the removal of transitional protection for settings that have lost funding since the implementation of the EYSFF due to participation, and the removal of the ceiling that caps the gains of the winners. The impact for individual providers is shown in Appendix 2. The ending of transitional protection means that some maintained providers will see a decrease in nursery funding in 2013/14, and the majority of PVI providers will see an increase. The increase in the rate of funding that PVI settings will therefore see, plus the continuation of the Sustainability factor for nursery schools should help to reduce the number of settings facing sustainability issues in 2013/14. The negatively-affected maintained providers have been kept well informed about the transitional protection ceasing from April 13. 
4.4 Please be aware that the figures showing the impact of the removal of transitional protection on individual settings included in Appendix 2 are indicative only and do not reflect the actual funding rates or individual allocations to providers for 2013/14. Actual budgets for providers, and the final funding rates, for 2013/14 will be confirmed following the outcomes of the consultation, the collection of estimated child numbers for the 2013/14 financial year and the recommendations from the Schools Forum on the overall Early Years Block of the DSG.

5.
The Extension of the Free Entitlement to Two Year Olds

5.1 The DfE announced in March 2012 that funding for the extension of the free entitlement to disadvantaged two year olds will transfer to the DSG in 2013/14. The DfE has since started consulting on how this funding should best be brought into the EYSFF; the consultation period ran through to 21 September 2012. Funding for the free early education of two year olds will become part of the DSG from 2013/14, alongside funding for the early education of three and four year olds. The free entitlement to early education will be extended to 20% of two year olds from September 2013, and to 40% of two year olds from September 2014. 
5.2 The DfE has confirmed that two year olds who meet the Free School Meals eligibility criteria or who are Looked After will be eligible for the free places from September 2013. The DfE is currently consulting on proposals regarding the extension of the entitlement in 2014.
5.3 As for eligible three and four year olds, we will be required to fund the free entitlement for two year olds through the EYSFF. This requirement comes into force with the new regulations which will be from April 2013.

5.4 Within their current Consultation on the School Finance Regulations 2013, the DfE is proposing to relax the requirement to have a mandatory deprivation supplement for the funding of two year olds. The DfE is also proposing to relax the rules on place based funding to support local authorities in the building of capacity, in advance of delivering the 20% and 40% entitlements. This second proposal is likely to be a time-limited approach purely to support preparation for the extended offer. The DfE is also considering whether to require local authorities to have a mandatory quality supplement in the EYSFF for two year olds, or whether to leave this up to local discretion.
5.5 The EYWG is currently considering the funding of the extension of the free entitlement to two year olds; the resulting proposals will be published separately and will include details on how these additional places are funded via the established EYSFF that funds eligible three and four year olds.
5.6 We propose to fund eligible two year olds based on our already established EYSFF, but recognising that staffing ratios for two year olds are different than for three year olds. This means that we can alter the staffing ratio within our Base Rate model in order to calculate an increased Base Rate for two year olds. The EYWG are also looking at staffing options based on an increased percentage of non-contact time. Full information on how the Base Rates were initially constructed is available in the previous consultation document “Consultation on Proposals for the Implementation of the Single Early Years Funding Formula April 2010 (October 2009)”. Final proposals are subject to overall affordability. Unfortunately we do not yet have sufficient information from the DfE to be able to fully work through and publish our proposals. The EYWG will be considering further the proposals over the next few months as full information on the extension to two year olds is made available by the DfE. 
6.
Full Time Places

6.1 The EYWG agreed a distribution of 200 full time places across the District for the 2011/12 academic year. After a year of the new distribution of places, 163 out of the 200 places have been claimed for; this means that 18.5% of the full time places have not been used. Sufficiency Officers are trying to understand why designated places are not being used in certain areas, and have been trying to improve uptake in these areas. In some areas there is a greater demand than there are full time places and in these cases, requests are being made for additional places. 
6.2 EYWG members have reviewed the criteria used to distribute places across the District and have agreed that requests for additional places can be considered, and additional places can be allocated, where there is a greater demand than there are full time places in a specific reach area. Any additional allocations made will take into account how many of the 200 places have been used. This will facilitate the local authority in more effectively managing the demand for, and uptake of, full time places.
7.
Funding Early Years in Academies

7.1 The DfE announced in March 2011 that local authorities would be responsible for funding all academies for their early years provision except for those established prior to September 2010. From September 2013, this responsibility will be extended to all academies, thus ensuring complete consistency across all early years providers. 
8.
High Needs Early Years Funding

8.1 The DSG currently funds resourced provision for two year olds (SIMBA) and for nursery aged children (Children Centre Plus provision). These provisions are dispersed across early years providers, but the Council has remained the direct employer and these budgets have not been fully delegated. It is the view of Early Years colleagues in the local authority that these provisions in the future will be most effectively and flexibly delivered under a centrally managed model, rather than one which delegates budgets to providers. Early Years are working to clarify and to further develop these arrangements. Therefore we will be carrying out a piece of work to look at what the DSG budgets would be under the “Place Plus” model, to use to consider the value of funding in future years, but we do not intend to adopt a delegated approach to the funding of SIMBA or for Children Centre Plus provisions for April 2013. The funding of high needs pupils will change significantly from April 2013; full details will be included within a separate consultation, which will be published later this year, discussing the “Place Plus” model.
9.
The DSG Early Years Block

9.1 Funding for free early education for eligible three and four year olds, as well as funding for the extension of the free entitlement to 20% of two year olds from September 2013, will continue to be part of the overall Dedicated Schools Grant (DSG) allocated to local authorities. The DSG will continue to be based on previous funding levels, but the difference in 2013/14 will be that the DSG funding will be allocated in three notional blocks, the Early Years Block, the Schools Block and the High Needs Block. This notional Early Years Block will comprise of funding for the EYSFF for both maintained and PVI providers, funding for the extension of the free entitlement to two year olds, an Early Years contingency and central expenditure on under-fives.

9.2 One of the headline changes for primary and secondary schools under the reformed funding system is that the October Census, rather than the January Census, will be used to calculate the Schools Block of the DSG. The October Census cannot be used for the notional Early Years Block as the Early Years Census, which collects information on private, voluntary, and independent providers is only collected once a year, in January. Early years funding also differs from main school funding because providers have to be funded for the pupil numbers that they actually have during the financial year, rather than on an earlier fixed data point. 
9.3 Consequently the DfE has confirmed that the notional Early Years Block should continue to be funded on the January count, with the addition that it should then be updated to reflect actual pupil numbers. For 2013/14 therefore, this means that the EFA would base the initial notional Early Years Block on each local authority’s planned early years spending for 2012/13 and on the January 2012 count. This would be updated for the January 2013 count in summer 2013 and the allocations would then be adjusted at the end of the financial year using the January 2014 count. For the final adjustment, the January 2014 figures will be weighted with the January 2013 figures using a 7:5 ratio. As a result, the Early Years Block should more accurately reflect the pupils that the local authority funds during the 2013/14 financial year; the DfE’s expectation is that this should also mean a reduction in the amount of contingency held centrally for in-year adjustments to early years funding.

9.4 We propose to continue the principle of ringfencing of the Early Years Budget; this means that although the distribution of the budget may alter between sectors and individual settings, the total amount of resource currently allocated to all Early Years providers, which in 2012/13 is £29.9m, will not increase or decrease at the expense of another phase. In fact the budget will increase with the addition of the funding for the extension of the free entitlement to two year olds from September 2013.

9.5 In 2012/13 we have held centrally a figure of £980,000 to deal with the termly funding adjustments and the funding of Full Time places for all providers of early education. In 2013/14, we are proposing to hold centrally a figure of £580,000 to deal with the termly funding adjustments and the funding of Full Time places. This £580,000 is made up of £380,000 set aside for the funding of Full Time places (this is the same value as in 2012/13); with the remainder being set aside to deal with the termly adjustments. We are proposing, therefore, to reduce the contingency held for termly adjustments to funding from £600,000 in 2012/13 to £200,000 in 2013/14; this is subject to final confirmation by the Schools Forum.
9.6 Another point to note is that the DfE plans to phase out the 90% funding floor for three year olds in 2013/14, and plan to remove it completely from 2014/15. Currently, DSG funding is based on the actual number of three year olds who take up their entitlement or an amount equivalent to 90% of the estimated three year old population doing so, whichever is higher. This is known as the 90% funding floor. The DfE is considering two main options for 2013/14; either reducing the funding floor to 85%, or reducing the amount individual local authorities receive through the 90% floor by 50%. A final announcement is due to be made shortly. In 2012/13, we received a top-up due to 90% of the estimated three year old population being greater than our actual number of eligible pupils accessing their free entitlement. This means that an increase in pupils accessing their free entitlement will positively impact on the total amount of funding notionally set for Early Years, only if that increase takes the number of pupils accessing their free entitlement above 90% of our three year old population.
10.
Appendices

10.1 The appendices attached to this paper provide further information and analysis for individual settings:
· Appendix 1 – EYSFF Technical Statement 2013/14

· Appendix 2 – Indicative EYSFF Analysis 2013/14 (there are two separate worksheets)
· Appendix 3 – EYSFF Pro-forma 2013/14
11.
Next Steps

11.1 You are invited to contribute to the consultation process by completing and returning the back page of this document. The deadline for responses to this consultation is Tuesday 23 October 2012.
If you have any queries on the proposals in this paper, or on the consultation process, please contact Sarah North on 01274 385701 or sarah.north@bradford.gov.uk
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Response Form

Name _________________________________ Setting ______________________________________
THE DEADLINE FOR RESPONSES TO THIS CONSULTATION IS TUESDAY 23 OCTOBER 2012

Please send completed response form to:

School Funding Team

City of Bradford Metropolitan District Council

Future House

Bolling Road

Bradford

BD4 7EB

Tel: 
01274 385701 / 01274 385702

Fax: 
01274 385695

Email: 
sarah.north@bradford.gov.uk or andrew.redding@bradford.gov.uk

Do you have any comments on the proposals included within this consultation paper?

Please provide details here:
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