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	Report of the Director of Finance  

Item 5 – 2022 Early Years National Funding Formula 2022-23

Schools Forum – 23rd March 





1. Purpose of the Report

1.1 The purpose of the report is to present the outcome of the local Early Years Funding Formula Consultation for 2022/23 and to make recommendations on the rates to be applied.


2.       Background

2.1	Since the introduction of the Early Years National Funding Formula (EYNFF) by the Department for Education (DfE) in 2017/18, local authorities have been responsible for setting the hourly funding rates paid to providers to deliver the universal and extended hours entitlements for 3 and 4-year-olds and the rate for 2-year-olds. There is a requirement to consult providers on annual changes to the local funding formula. 

2.2	The consultation took place by means of a Snap Survey that was open for a two-week period between 16th February and 1st March 2022. Providers from all sectors; schools, private, voluntary, and independent (PVI), were invited to give their views on options for 2022/23.

2.3	The Early Years Pupil Premium (EYPP) and the Disability Access Fund (DAF) were not part of the consultation since the payment process for these is prescribed by Central Government. From 1st April 2022, EYPP will increase to 60p an hour, and DAF will be paid at £800 per year. 


3. Increase in funding rates from Government
[bookmark: _Hlk31975389]
3.1	In November 2021 the DfE announced that from April 2022 there will be an increase in the hourly free early education entitlement (FEEE) funding rates payable to local authorities. The uplift is 21p an hour for two-year-olds and 17p for three and four-year-olds. 

Table 1- EYNFF Funding Rates received from Government
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	2021/-22
	2022/23         
	Increase        

	2-year-olds
	£5.46
	£5.67
	£0.21

	3 and 4-year-olds
	£4.49
	£4.66
	£0.17





4. Current local funding formula

4.1		Table 2: Current hourly rates paid to providers in Oldham


	Type
	Base rate
	Supplement Deprivation
	Supplement Quality
	Maximum Hourly Rate
	SEN Inclusion Fund

	2-year-olds
	£5.19
	N/A
	N/A
	£5.19
	N/A

	3 and 4-year-olds*
	£3.89
	20p
	20p
	£4.29
	£170,000




*The locally applied formula for 3 and 4-year-olds must adhere to the following:
· 95% of funding must be passed to providers (This includes the base rate, supplements, and the SEN Inclusion Fund)
· There must be a universal base rate for all providers
· There must be a deprivation supplement
· There must be a SEN Inclusion Fund (for 3-and 4-year-olds only).

5. Consultation process

The consultation sought views on the following:

5.1	Funding for 2-year-olds

The consultation proposed that the full 21p an hour funding increase from Central Government should be added to the current 2-year-old funding rate.

Table 3: Funding Proposal for 2-year-olds

	Hourly Rate 2021-22

	Proposed Hourly rate 2022-23

	£5.19
	£5.40



[bookmark: _Hlk95822015]Consultation question 1: Do you agree with the proposed 2-year-old funding rate?

5.2	Funding for 3-and 4-year olds

In recognition of well-documented challenges faced by early years providers in the wake of a national recruitment crisis, three options were presented for the 3-and 4-year-old funding formula. 

Three options were presented.  Options 2 and 3 were intended to help providers that don’t meet the current quality threshold (70% of staff qualified to level 3) to ‘grow their own’ qualified staff by investing in the development of existing personnel. There is an argument that to have a quality supplement based on staff qualifications can disadvantage settings and stifle recruitment












Table 4- Funding Options for 3-and 4-Year-olds.
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	Base Rate 2021/22
	Proposed Base Rate 2022/23
	Supplement Deprivation
	Supplement Quality
	Maximum hourly rate
	SEN Inclusion Fund

	Option 1: Apply 17p hourly increase to the base rate and retain the 20p supplements for both deprivation and quality.
	£3.89
	£4.06
	20p
	20p
	£4.46
	£170,000

	Option 2: Remove the quality supplement, and instead add 35p to the base rate 
	£3.89
	£4.24
	20p
	X
	£4.44
	£170,000

	Option 3: Retain the quality supplement but lower the threshold for receiving it from 70% to 50% of staff qualified at level 3. This would add 16p to the base rate. 

	£3.89
	£4.05
	20p
	20p
	£4.45
	£170,000




Consultation Question 2: Which of the three options for 3-and 4-year-old funding do you prefer?

6. Consultation outcome

6.1	There was an overall response rate of 35%.

6.2		The response rate by sector is shown in table 5.
	
	Table 5- Response Rate

	Sector
	Number of Responses
	Number consulted
	Response Rate

	Schools
	12
	63
	19%

	PVI’s group settings
	39
	87
	45%

	Childminders
	30
	83
	36%

	Total
	81
	233
	35%




6.3	Consultation question 1: Do you agree with the proposed 2-year-old funding rate?

	The response to question 1 is shown in table 6.






Table 6- Responses: Question 1
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	Schools
	PVI Group settings
	Childminders
	Total


	Yes
	12
	30
	26
	68

	No
	0
	9
	3
	12

	No response
	0
	0
	1
	1

	Total
	12
	39
	30
	81


[bookmark: _GoBack]

6.4	Consultation question 2: Which of the three options for 3- and 4-year-old funding do you prefer?
	The response to question 2 is shown in table 7 

	Table 7- Responses: Question 2

	
	Schools
	PVI Group settings
	Childminders
	Total


	Option 1

	3
	11
	9
	23 (28.4%)

	Option 2

	7
	17
	20
	44 (54.3%)

	Option 3

	2
	11
	1
	14 (17.3%)

	Total
	12
	39
	30
	81





7	Recommendation

7.1	It is recommended that in line with the outcome of the consultation, as shown in table 8 the following early years funding rates are applied during 2022-23:

	Table 8- Recommended Options 


	
	Base Rate

	Supplement Deprivation
	Supplement Quality
	Maximum hourly rate
	SEN Inclusion Fund

	Q1: 2-year-olds

	£5.40
	X
	X
	£5.40
	N/A

	Q2: 3 and 4-year-olds     (option 2)

	£4.24
	20p
	X
	£4.44
	£170,000
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