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Agenda Item 5

	
	

	Children’s and Education Services  


Title: Early years funding & central expenditure 2025/26
Recommendation

For Schools Forum to approve or form a view on the following:
These items are for the Schools Forum to approve 

· The Schools Forum should approve the retention of 9 month - 4 year old funding for central costs at £1,934k (4% based on the budgeted level of funding) which is within the 4% limit set by the Department for Education (DFE).
These items are for the Schools Forum to form a view on

· Continuation of the SEN inclusion fund at an increased cost of £598k for 9 month olds to 4 year olds in 2025/26. Details of the strategy and rationale for this fund are included in appendix 2.

· Continuing to fund ‘Local Criteria 2 Year Olds’ at a cost of £89k as part of Coventry’s Early Years Strategy (which is funded from within the 4% 2YO central expenditure limit total). This includes children who are supported by an Early Help Support Plan; subject to a Child Protection Plan or Child In Need Plan; eligible under widened SEN criteria based on professional judgement.

Voting: All Members
1 Background
1.1 The government announced its intention to increase the number of families who would be eligible for funded hours. This means that in addition to existing entitlements eligible working parents of 2 year olds will be able to access 30 funded hours from September 2025 and eligible working parents of 9 to 23 month olds will be able to access 30 funded hours from September 2025. Details of how this impacts funding passed to providers can be found in Section 2.
1.2 As a result of the extended entitlements, more funding is now being received by the Local Authority through the Early Years Block of the Dedicated Schools Grant. As a result, the DfE have changed the minimum percentage of the Early Years block that must be passed through to providers from 95% to 96%. LA’s are able to centrally retain the remaining 4% (subject to Schools Forum approval) to fund central early years services, including SEND services. This pass-through calculation must be calculated separately for each entitlement.
1.3 Funding from the 96% is used to provide:

· the hourly base rates for all providers
· the hourly deprivation rate for all providers
· The SEN Inclusion Fund (SENIF)
· The quality supplement
1.4 The remaining 4% of funding is used to provide:
· Central staffing for Early Years & SEND Early Years
· Work on sufficiency of quality places for all eligible children
· Access to workforce development for the EY sector

· Funding local criteria 2-year-olds
2 Provider funding rates (3 & 4 year olds)
2.1 For 2025/26 the LA will receive a DSG funding rate of £5.93 per funded hour. After allowing for centrally retained expenditure, quality supplement and SENIF, the average hourly funding rate will be £5.55 per funded hour. 
2.2 The resulting 3 & 4 year old provider funding rates will be as follows:

· £5.21 – hourly base rate

· £1.56 – hourly deprivation rate

 Provider funding rates (2 year olds of working families)
2.3 For 2025/26 the LA will receive a DSG funding rate of £8.59 per funded hour. After allowing for centrally retained expenditure and SENIF, the average hourly funding rate will be £8.22 per funded hour.

2.4 The resulting 2 year old provider funding rates will be as follows:

· £7.74 – hourly base rate

· £2.32 – hourly deprivation rate
Provider funding rates (2-year-olds of families receiving additional support)
2.5 For 2025/26 the LA will receive a DSG funding rate of £8.59 per funded hour. After allowing for centrally retained expenditure and SENIF, the average hourly funding rate will be £8.32 per funded hour. This average hourly rate is higher than for 2 year olds of working families due to increased eligibility for deprivation funding. 
2.6 The resulting 2 year old provider funding rates will be as follows:

· £7.74 – hourly base rate

· £2.32 – hourly deprivation rate

Provider funding rates (9 to 23 month olds)
2.7 For 2025/26 the LA will receive a DSG funding rate of £11.72 per funded hour. After allowing for centrally retained expenditure and SENIF, the average hourly funding rate will be £11.24 per funded hour.

2.8 The resulting 9 to 23 month olds provider funding rates will be as follows:

· £10.59 – hourly base rate

· £3.18 – hourly deprivation rate
3 Teachers pay and pension grants

3.1 Since 2018/19 the Department for Education (DfE) have provided separate grant funding to mainstream schools with a nursery class to support them to meet some of the national increases in the costs of School Teachers’ pay awards for 2018 and 2019 and the increase in employer contributions to the teachers’ pension scheme from September 2019. This is due to the statutory requirement that school nurseries must employ a qualified teacher to deliver early education and because the increased costs were nationally prescribed. Schools were therefore not able to change this part of their delivery model to reduce their future costs.

3.2 Since financial year 2023/24 this pay and pension grant funding was added into the Dedicated Schools Grant (DSG) funding that local authorities receive for the 3 & 4 year old entitlement, as such these schools no longer received this grant funding separately.

3.3 This funding was distributed via a quality supplement whereby schools would notify the LA how many FTE teachers they have who are employed on School Teachers’ Pay and Conditions that deliver free early education in their nursery class. Funding was then allocated to each eligible teacher.

3.4 In 2024/25 in addition to the items outlined in Section 3.1, the quality supplement also covered the September 2023 teachers’ pay award, as well as the increase to employer contributions to the teachers’ pension scheme effective from April 2024. In 2025/26 it will also include funding for the September 2024 teachers’ pay award.
3.5 To qualify for the quality supplement, all listed criteria must be met:
1. School must be a mainstream school with a formal nursery class

2. School must employ a qualified teacher that teaches in a nursery class with 3 & 4 year-old pupils

3. The teacher must be employed on Teachers’ Pay and Conditions per the School Teachers’ Pay and Conditions Document (STPCD) https://www.gov.uk/government/publications/school-teachers-pay-and-conditions
3.6 Detailed information on numbers of eligible staff will be captured via a questionnaire circulated by the Early Years team.

3.7 The total amount that Coventry has received that will be distributed is £481,286.
4 Centrally Retained Budget
4.1 The majority of the centrally retained budget covers central staffing in relation to early years and their work on statutory duties e.g. safeguarding & welfare, sufficiency of quality places for all eligible children, access to workforce development for the EY childcare sector, SEND early years support, provision of information for families & professionals and access to early education for all eligible children as part of the ‘school readiness agenda’.
4.2 Coventry’s proposed budgets for these central services and other funds not included in the early years funding formula are set out in appendix 1.

5 SEN Inclusion Fund Budget Setting for 2025/26
5.1 The SEN Inclusion Fund (SENIF) is designed to help deliver the government’s intention that all children should be able to access their free early year’s entitlement and that no child should have their access restricted or denied because of special educational needs or disability.
5.2 The value of the SENIF has increased from £200k in 2019/20 to £498k in 2024/25. Per 1.3 this is funded from the 96% element of the Early Years DSG Block which is to be passed to providers.
5.3 Demand has continued to increase for 3 & 4 year-olds in 2024/25 and as such it is proposed that the total SENIF budget should be increased to £598k for 2025/26. There hasn’t been the same level of increased demand for 2 year olds or under 2’s, therefore this element of the SENIF budget will only increase to £55k in 2025/26 compared to £46k in 2024/25.

5.4 As the extended entitlement for 2 year olds and under 2’s has not so far had a significant impact on SENIF, the LA has taken the approach to not put a significant amount of additional budget aside as it would be to the detriment of provider funding rates. This will be monitored throughout 2025/26 and intelligence gathered will feed into the 2026/27 budget setting process.
5.5 Criteria for accessing the SENIF will remain unchanged, please see Appendix 2 for full details. However, it is proposed that funding for all children is awarded for three terms which is a change to what has happened previously. This will provide greater security of funding for settings and strengthen budget projection across the course of the year. 

5.6 Under these proposed arrangements mid-year requests would still be accepted. This will provide equality of access to support for children who arrive in settings mid-way through a financial year. The current quality assurance process continues into the 2025/26 academic year. 

6 Who does the report affect?

6.1 The issues in this report affect all early year’s providers who receive funding for the 9 month to 4 year old government funded entitlement. It is important that the Local Authority gets the right balance between funding available for providers through the free entitlement, funding available to providers for children with special educational needs, and funding held centrally to support the Early Years offer. 
7 List of Appendices included:

Appendix 1 – Central Expenditure – Early Years

Appendix 2 – Coventry Early Years SEN Inclusion Fund
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Appendix 1
Central Expenditure – Early Years
[image: image1.emf]Centrally retained expenditure: £000 

Staffing Costs (inc. Early Years & SEND Early Years) 1,724

EY Sector Training & Workforce Development 50

Maintained Nursery De-Delegation 28

Marketing 13

IT Systems 10

Sustainability 19

Total 1,845

Other expenditure impacting on hourly rates: £000 

Local Criteria 2 Year Olds 89

SEN Inclusion Fund 598

Total 687

Total Expenditure 2,532


Appendix 2
Coventry Early Years SEN Inclusion Fund

Rationale 

The government is clear that all children should be able to access their free early year’s entitlement and that no child should have their access restricted or denied because of special educational needs or disability.


Strategy

Funding is subject to local authority budgets.

The funding is for children aged 9 months-4 years who are accessing 15 hours or more of Early Education funding.

Early Years providers may need to access additional funding to deliver early intervention for children presenting with emerging SEN needs. The SEN Inclusion Fund is available to support children with special educational needs or disabilities within the setting they attend.  Most children will be able to have their needs met through the differentiation of the Early Years Foundation Stage. However, it is recognised that other children will need more targeted support. The SEN Inclusion Fund is a contribution towards meeting the needs of such children.


Prior to submitting an application to the SEN Inclusion Fund Panel, providers must identify and evidence reasonable adjustments made to meet the needs of each child.  Evidence of impact of allocated funding will be monitored and reviewed.


Each request for additional funding will be treated individually and assessed at the SEN Inclusion Fund panel. 

SEN Inclusion Funding will be allocated depending on the specific needs of the child and the number of Early Education Funded hours a child attends at the provision.

SEN Inclusion Fund Panel will meet termly.

Eligibility: 

A child who is eligible to access the SEN Inclusion Fund will have an emerging or additional need in one or more of the following areas in line with the SEND Code of Practice:

· Communication and Interaction

· Cognition and Learning

· Social and Emotional Development

· Sensory and/or Physical Development

Coventry City Council SEN Inclusion Fund is targeted additional funding to:


· support providers in improving outcomes for children. 

· focus on children with lower level and/or emerging SEN.

· support children with complex needs that are on a pathway to an EHCP.

The details of the eligibility criteria, along with the planned value of the fund, and the process for allocating funding to providers is published as part of the ‘Local Offer’. 

The fund could support for example, enhancing staffing within the provision, providing specific resources to enable a child to access the environment and curriculum, access relevant professional development.



