
Appendix 1

Early Years National Funding Formula – Consultation      

The Government are introducing an Early Years National Funding Formula which will 
come into effect from April 2017 for children accessing free entitlement for 2, 3 and 4 
year olds.  This will mean changes to how early years providers are funded in 
Cumbria from April 2017.

Please follow the link to access the Department for Education response to its 
consultation on the Early Years National Funding Formula which was published in 
early December 2016: https://www.gov.uk/government/publications/early-years-
national-funding-formula-allocations-and-guidance 

Local Authorities are required to consult with all providers on the national formula 
and how it will be implemented in their area. Due to the short timescale, the 
Department for Education have asked local authorities to start consulting with 
providers before Christmas.

This consultation will run from Monday 12th December 2016 until Wednesday 18th 
January 2017. 

There are 7 consultation questions outlined below.  All responses to the consultation 
should be made online at   https://cumbria.citizenspace.com/cumbria-county-
council/childrens-services/9185094e

.  The online form includes an opportunity to submit comments with your response.

Appendix 1 provides anonymised information on the estimated financial impact by 
provider of the early years national funding formula proposed below, compared to 
current formula allocations.  These are illustrative figures only and are based on 
2016-17 hours.  Actual allocations for 2017-18 will be based on actual participation 
hours in 2017-18 as reported via the termly pupil counts.  Appendix 1 does not 
include maintained nursery schools, as maintained nursery school budgets will be 
calculated based on the current model as explained below.  Appendix 1 refers to the 
15 hours entitlement for 3 and 4 year olds only and does not incorporate the 
additional 15 hours from September 2017, funding for 2 year olds, the early years 
pupil premium or the disability access fund and inclusion fund.

Funding for eligible 3 and 4 year olds in nursery provision accessing their free 
entitlement

Currently, early years providers in Cumbria are funded using a formula.  This 
comprises of an hourly base rate, and supplements.  These vary by type of provider.  

https://www.gov.uk/government/publications/early-years-national-funding-formula-allocations-and-guidance
https://www.gov.uk/government/publications/early-years-national-funding-formula-allocations-and-guidance
https://cumbria.citizenspace.com/cumbria-county-council/childrens-services/9185094e
https://cumbria.citizenspace.com/cumbria-county-council/childrens-services/9185094e


The table below shows the components of the current funding formula for each type 
of provider.

Funding Element Private Voluntary Independent Childminder Academy
/ School

Nursery 
School

Hourly Base Rate £2.99 £2.94 £3.11 £2.61 £3.36 £4.70
Hourly Supplement – 
Deprivation

£0.20 £0.20 £0.20 £0.20 £0.20 £0.20

Hourly Supplement – 
Children Looked After

£0.40 £0.40 £0.40 £0.40 £0.40 £0.40

Hourly Supplement – Quality £0.22 £0.22 £0.22 £0.22 N/A N/A
Lump Sum – Additional 
Allowance (pro-rated if less 
than 8 FTE children) 

£3,813 £3,813 £3,813 £3,813 N/A N/A

Lump Sum – Nursery 
Schools

N/A N/A N/A N/A N/A £70,000

Business Rates – Nursery 
Schools

N/A N/A N/A N/A N/A Various  - 
based on 
actual cost

Under the new Early Years National Funding Formula, the hourly base rate must be 
the same for all providers.  In addition, supplements are restricted and cannot 
comprise more than 10% of the funding allocated through the hourly base rate.   
Deprivation is a mandatory supplement and must be included. There are 4 permitted 
optional supplements:

 Rurality/sparsity - to support providers serving rural areas which may be less 
likely to benefit from economies of scale. 

 Flexibility - to support providers in offering flexible provision for parents.
 Quality - permitted to either support workforce qualifications, or  support 

system leadership 
 English as an additional language (EAL)

The formula will apply from April 2017 for the current 15 hour free entitlement for 3 
and 4 year olds and from September 2017 for the 30 hour free entitlement for 3 and 
4 year olds.

To ensure a simple, transparent formula, Cumbria County Council proposes to apply 
a formula from April 2017 comprising of a base rate for all providers of £4.00 per 
hour (see section on maintained nursery schools below), with a supplement of £0.20 
per hour for deprivation.  Based on modelling undertaken, it is not proposed to 
allocate funding through the optional supplements.  Any funding allocated through 
these supplements would reduce the base rate for all providers.  

The Council is proposing to use the existing method for allocating funding through 
the deprivation supplement, which is: using a combination of the Index of Multiple 
Deprivation (IMD), Income Deprivation Affecting Children Index (IDACI) and Acorn 
subset data ‘hard pressed’ indices to identify post codes in deprived areas. 



Question 1: Do you agree with a base rate of £4.00 per hour for all providers?

Question 2: Do you agree that only the mandatory deprivation supplement 
should be included in the Early Years National Funding Formula for Cumbria 
and the other optional supplements not applied?

Question 3: Do you agree that the deprivation supplement should be £0.20 per 
hour?

Question 4: Do you agree that the deprivation supplement should be allocated 
using the methodology described above?

Maintained Nursery Schools

The government have indicated that they intend to consult with the sector on the 
future of Maintained Nursery Schools and have included transitional funding within 
the Early Years allocations to local authorities to ensure their funding levels are 
secured. It is proposed that the six maintained Nursery Schools in Cumbria continue 
with their existing funding formula for the next three years, as funding allows.

Question 5: Do you agree with the proposal for maintained nursery schools to 
be funded using the current funding formula for the next three years, as 
funding allows?

Funding for 3 and 4 year olds with SEND

Disability Access Fund (DAF)

From April 2017 a Disability Access Fund for 3 and 4 year olds in receipt of free early 
education will be introduced. Local authorities must ensure that disabled children 
entitled to a place are found suitable provision and to enable providers to address 
the needs of individual children to make reasonable adjustments under the Equality 
Act 2010. 

The Disability Access Fund is not based on an hourly rate and is an additional 
entitlement at a fixed rate of £615 per year/per eligible child paid to the provider. If a 
child accesses two or more providers for their free entitlement parents will be asked 
by the local authority to nominate the main provider who will receive the payment. If 
a child moves provider within a financial year the new provider is not eligible to 
receive Disability Access Fund in the same financial year.  

Three and four year olds will be eligible if:

- the child is in receipt of child disability living allowance and

- the child receives free early education (take up of any period of free 
entitlement) 



Four year olds in reception classes are not eligible for Disability Access Fund 
funding. 

Early years providers and parents will be responsible for applying for this funding 
from the council. More information on the application process will be communicated 
in due course. The council must check the eligibility requirements are met before 
releasing funding to providers.

SEN inclusion fund 

All local authorities will be required to have an inclusion fund to address the needs of 
individual 3 and 4 year children with SEN accessing their free entitlement.  This will 
be targeted to fund children with lower level or emerging SEN. 

The council are proposing that in order for a child to be eligible for the inclusion fund, 
they would comply with Band 2 outlined in the ‘Early Years SEN support table 2016’ 

For more information please see Cumbria's Draft SEND Handbook 2016, section 7 
and 7.1.

http://localoffer.cumbria.gov.uk/kb5/cumbria/fsd/site.page?id=4E1tiPBPNLE

The proposed grant will be a single annual payment to providers, dependent on the 
level of need of the child. 

To apply for funding providers will be expected to submit a referral/application to the 
grant panel for consideration. 

The annual budget for the inclusion fund for Cumbria County Council is anticipated 
to be £260,000.

Question 6: Do you agree with the proposal for the SEN Inclusion fund for 3 
and 4 year olds from April 2017?

The regulations for the Early Years National Funding Formula state that 93% of early 
years funding allocated to the Council for 3 and 4 year olds must be passed on to 
providers in 2017-18 (95% from 2018/19).  Cumbria County Council has been 
allocated £4.30 per hour for 2017-18, taking into account proposed mandatory 
supplements for deprivation, SEND and centrally retained funding the funding 
passed to providers is projected to be £4.12 (95.8%).  

There are no proposed changes to the Early Years Pupil Premium.

Funding for eligible 2 year olds accessing their free entitlement

Currently, funding for 2 year olds is based on the hourly rate received from 
government.  This is currently £4.85 per hour.  From April 2017, the rate will increase 
from £5.20.

http://localoffer.cumbria.gov.uk/kb5/cumbria/fsd/site.page?id=4E1tiPBPNLE


Payment schedules for the Private Voluntary and Independent sector

Following the response to the Department for Education 30 hours consultation, the 
government will amend statutory guidance so that by September 2018 childminders 
should be paid monthly; and all other providers should also be paid monthly unless 
they request an alternative payment model. 

In order to effectively administer the payment schedule it would be preferable that 
Private, Voluntary and Independent (PVI) providers excluding childminders agree to 
one model. Therefore, the council propose that the present payment model to 
providers is retained i.e. one payment every half term. However, to ease cash flow 
for providers, the council proposes the first payment to be 70% of provider estimates 
with the second payment being the remaining balance based on pupil count 
submissions.

Question 7:  Do you agree with the proposal that PVI providers (excluding 
childminders) continue to receive payments on a half-termly basis but with the 
first payment being 70% of the provider estimates and the second payment 
being the remaining balance based on pupil count submissions?


