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1.   Background 
 
1.1 The Early Years Block of the Dedicated Schools Grant (DSG) provides funding to support 

delivery of the early years entitlements in all early year’s settings, including private, voluntary 
& independent settings (PVIs), maintained nursery schools, and nursery classes in infant and 
primary schools.   The early years entitlements are: 
 

- 15 hours entitlement for disadvantaged two year olds  

- Universal 15 hours entitlements for all three and four year olds  
- Additional 15 hours entitlements for eligible working parents of three and 

four year olds.  

- Early Years Pupil Premium for eligible three and four year olds  
- Disability Access Fund – for children in receipt of the Disability Living 

Allowance - to support disabled children’s access to the entitlements for three 
and four year olds, e.g. to support providers making adjustments to their 
settings.  

- Maintained nursery school supplementary funding 
 

1.2 The Early Years National Funding Formula (EYNFF) has been operating for four years.  Lambeth 
is amongst the authorities to receive the highest funding per hour for 2, 3 and 4 year old 
provision; highest national rate for 2 year olds and 7th highest rate for 3 and 4 year olds.  The 
two year old rate has been increasing in recent years, from £6.07 in 2016/17 to £6.66 for 
2021/22. 

1.3 This single early year’s national funding formula (EYNFF) requires all settings, irrelevant of 
type, to be funded on the same basis i.e. same hourly rate. The first two years were 
transitional, but since 2019/20 all providers are paid on the same rate. 
 

1.4 This report follows on from previous decisions from the forum on Early years block rates and 
updates members regarding the current position for indicative Early years budget proposals 
for settings in 2021-22. 

 
2.   Early Years Block Funding 2021-22        
 
2.1   Early year’s funding is mainly based on the numbers of two, three, and four year olds        

recorded in the January census – 5/12 from the January falling in the previous financial 
year(January 2021), and 7/12 in the January falling in the current financial year (January 
2022).The overall assumption is therefore that January numbers reflect the average position 
for the year, with lower numbers in the autumn, building up to the highest numbers in the 
summer term; this is because the free entitlement commences the term following the child’s 
birthday. Providers receive funding based on their actual take up each term, so it is unlikely 



that the DSG funding received will ever match the actual spend, and this needs to be carefully 
managed. Pressure on this block will occur if the January census data is lower than the actual 
take up for the whole year. The same method applies to early years pupil premium grant 
(EYPPG) funding and the disability access fund (DAF). 

 
2.2 The breakdown of the 2021/22 allocation is shown in Table 1, notification received from the 

ESFA in December 2020 which is based on January 2019  census data.  For the purpose of 
setting the budget, the draft 2021 January census is used at 100%, with the assumption that 
any significant decrease or increase in take up between now and next January will be 
replicated by an adjustment to the grant. 

 
Table 1:  Provisional Early Years DSG allocations 2021/22 

Income component 

PTE 
pupils 

(570 
hours) 

Rate 
per 

hour 
(£) 

Total EY 
DSG 

2021/22 
£'000 

Indicative 
Jan 2021 

Census 
Numbers 

 

% 
movement   

Projections 
based on Jan 
2021 Census 

2 Year old funding 786 £6.66 £2,985 669  15% £2,540 

3&4 YO funding (Universal) 4,286 £7.32 £17,884 4048  6% £16,890 

3&4 YO funding (Extended) 1,541 £7.32 £6,428 1350  12% £5,633 

EY Pupil Premium   £195    £195 

Disability Access Fund   £66   
 £66 

Maintained Nursery School 
Supplement (MNSS) 

  

£533 
 

 

 

£533 

Total based on January 2020 
participation vs January  2021 
Census   

£28,092 

 

 

 

£25,063 

 
 
 
2.3 There has been an anticipated reduction in the January 2021 participation as expected which 

was expected and this will be updated in June forum once all the census data is finalised and 
the ESFA update EY adjustments for 2021-22. 

 
3.4 The proposal presented at last schools forum is for the hourly rates to remain the same as 

2020-21, with the exception of that for two year olds. 
 

- Two year old rate for 2021/22 be set at £6.66 per hour, reflecting the 8p per hour national 
allocation, fully passed on to all settings, based on participation. 

 
- Universal and Extended hours 3 and 4 year olds hourly rate for 2021/22 to remain at £6.27. 

 
- Deprivation funding to remain at 33.5p per hour and that the available funding is again 

allocated on the basis of the IDACI 2019 weightings for those pupils in each setting on the 
January 2021 census (ie not updated each term), as now.  No change to the formula, just 
adjust  the rates to distribute the available funding. 

 

- Quality supplement to remain at 13.5p per hour.  Again, no change to the formula, just adjust 
the rates to distribute the available funding. 

 



- Maintained Nursery School supplement to remain at 12.2p per hour.  This element of the 3 
and 4 year olds allocation to be combined with the national MNS supplement of £0.533m.   

 

- SEND Inclusion Fund to remain at 11p per hour. 
 

- Centrally retained funding for management and oversight of the service and the promotion 
of good practice to represent a maximum of 5% of the total 3 and 4 year old funding.  This 
remains at 0.358p per hour. 
 
Appendix 1 shows a breakdown of the current proposed indicative funding for early years 
based on the current census data from Jan 2021. 

 
 
3.  Maintained Nursery School Supplementary Funding 
 
3.1 The Government expects the supplementary funding received for maintained nursery schools 

to be used to protect nursery schools with the funding rate they received in 2016/17 for the 
universal 15 hours. The lump sum amount received is adjusted if number of hours of provision 
change. 

 
3.2 The nursery schools will be paid this funding as an additional amount in formula for 2,3&4 

year olds.  As part of the budget update process all MNS will be notified of conditional 
allocations by the end of March. 

 
4.  Risks 
 
4.1 Pupil numbers are continuing to see a downward trend, and this will impact the overall 

position of the Early Years DSG for 2021-22.  This will be updated as part of the January 2022 
census, but Early years team will continue to manage the variations in termly census and 
update schools forum in future meetings on the position. 

 
4.2 The current Early years budget do not set aside any contingency as it has been decided to 

ensure consistency in the current rate values for settings.  Pressures in this unusual 2020/21 
financial year, after taking account of expected contributions from COVID grant are currently 
forecast to be £0.267m, which is less than 1% of the overall EY DSG.  1% up or down might be 
the expected normal range for variations arising from pupil number differences.  In the longer 
term, it would be desirable to have DSG balances sufficient to absorb such variations. 

 
5.  Recommendations 
 
5.1  Schools forum to note current indicative budgets published for Early Years Settings 
 


