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ITEM 7 

 
City of Westminster 

Committee: Date: Title of Report: 

Westminster Schools 
Forum 

1st July 2013 2 Year Old Expansion Programme  
 

Classification: Information paper of: 

For General Release 
Lead Commissioner (Children and 
Early Years) 

Wards involved 
All 

Policy context Briefing for Schools Forum on the implementation of 
the Two-year-old targeted offer in Westminster 

Financial Summary None 

 
 
1. Overview 
 
1.1  Free early education will become a statutory entitlement for eligible two year olds 

from 1 September 2013, with the local authority having a duty to secure 
provision.   From September 2013, children from families meeting the criteria also 
used to decide eligibility for free school meals, and looked after children, will be 
eligible. 
 

1.2 This paper provides an update on the two year old expansion programme, 
including agreed hourly rate, estimated demand and take-up, Dedicated Schools 
Grants (DSG) budget allocation, as well as initial funding budgets for training and 
SEN support. 

 
2. Funding Allocations  
 
2.2 Although the requirement is not to meet the 20% target until September 13, 

the funding was available from April 2013 to allow capacity building where 
possible.  The trajectory building allocation is primarily to allow LA’s to start to 
build capacity to the 40% target prior to September 14 but can be used 
flexibly for other related services.  
  

2.1 See Table 1: Revenue Funding & Capital Allocations for 13/14 for details of the 
funding.    This includes existing commitments previously met from the Early 
Intervention Grant (EIG) that have transferred to the DSG. 

  



Page 2 
 

 
          Table 1:  Revenue & Capital Funding Allocations for 13/14 

LA 2013/14 Revenue Allocations Total 

Statutory 
Place Funding 

Trajectory 
Building 

Allocation 

WCC £2,262,519 £888,204 
 

£3,150,723 

 One year allocation to cover the reduction of 
funding for Early Years 

-552,000 

EIG Existing commitments previously met from 
Early Intervention Grant that have 
transferred to DSG 

-234,000 

Amount of budget available for two-year-old 
programme 
 

£2,365,000  
 

Capital Funding   

Capital allocation to support capital investment 
necessary to deliver the entitlement for two year 
olds 

£589,951 

 
2.2 The DfE has stated that funding for the 2 year old programme will not be based 

on participation until 2015.   
 
 

2.3 Appendix 1: WCC 2 year Old programme projections for 13/14 details projection 
of spend.  While officers are currently projecting an under-spend, as there is 
continuous activity being undertaken to build capacity, and while the LA waits for 
more robust data on take-up of the full allocation, the recommendation is that the 
full allocation should be retained. 

 
Contingency 

 
2.4  A contingency budget has been included in each of the Tri -borough’s cost plan 

based on 20% of places created for Sept 13.  This will allow each borough to 
further build capacity based on the DfE termly release of data on eligible families.   

 
Special  Educational Needs (SEN) 
 
2.5 Children with SEN needs who qualify for a 2 year old programme place may 

require additional support such as one to one workers or specialist equipment.  A 
nominal amount has been included in the cost plan for SEN support but will be 
revised once the needs of individual children are known following settling in 
periods. 

 
Training  
 
2.6 Training needs for participating providers have been identified the Capacity, 

Quality and Performance Working Group that support the Tri-Borough 2 Year Old 
Programme Steering Group and is currently being costed.  A nominal amount has 
been included in the cost plan but will be revised when costs have been finalised. 
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3. Hourly Rate  
 
DfE funding rate 
 
3.1  LAs are encouraged to fund providers at a flat rate and to pass on the full hourly 

rate to providers.  The DfE plans to publish the rates each LA is actually paying to 
their providers at a later date. 
 

3.2 The statutory place element will fund the 570 hour entitlement per eligible child 
and equates to £6.07 per hour, an increase of 1% from the rate set by the DfE 
when the offer began as a pilot in November 2009.   

 
3.3 During the pilot phase the hourly rate was £6.00.  Feedback from those providers 

who participated in the pilot found that this level of funding was often not 
sufficient for cost recovery.  

 
Unit cost exercise  

 
3.4 As part of the DfE support packages funded through Mott MacDonald and 

Hempsalls, the three boroughs formed part of a consortium of nine London 
Boroughs receiving support through National Daycare Nurseries Association 
(NDNA).  The aim of the support was to implement a funding formula based on 
unit cost data provided through visits to 15 providers across each borough that 
would determine what the actual costs of a 2, 3 and 4 year old place are.   

 
3.5 The rationale for including 3&4 year old places is that the majority of children on a 

two year old programme place will be unable to access a maintained place until 
the September after their third birthday and would need to remain with their 
programme provider until they could make the transition. 

 
3.6 Although many LAs have conducted unit cost exercises with their providers, this 

support package is currently the only one which is fully funded by the DfE and 
looks at the unit costs across 2, 3 and 4 year old places.  Feedback will be given 
to the DfE to raise their general awareness of the support work which has been 
commissioned. The Consortium hopes that DfE policy makers will acknowledge 
the results of the unit cost exercise as robust evidence highlighting the financial 
reality of early years provision in London. 

 
3.7 The project started at the end of February 13 and the final report detailing the unit 

cost rates was anticipated to be distributed to each LA in April.  However, the 
revised anticipated date is now the end of June due to some providers not 
wishing to participate and replacements being sought as well as providers not 
being available during the Easter holidays. 

 
Hourly rate for Autumn and Spring 2013/14 

 
3.8 The Tri- boroughs had initially hoped to have the NDNA unit costing information 

to inform the proposed funding formula that would be submitted to each Schools 
Forum for approval.   
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3.9 However, the delay made this untenable as providers needed a rate confirmed as 

soon as possible in order for each borough to purchase places for September 13.  
Therefore the decision was taken to remain with the allocated single funding of 
£6.07 an hour until the results of the costing exercise were known. 
 

3.10 There is a risk that this hourly rate will not engage and incentivise providers to 
participate in the programme.  However, there was further risk in increasing the 
hourly rate at this stage when the unit cost data could determine a rate that is 
less than the £6.07 rate, but more than a future DfE rate for 14/15 onwards.  

 
 

4. Projected take-up of places 
 
4.1 Table 2: Number of Places Funded against Projected Number of Places  

shows the estimated number of eligible families the DfE have funded places 
for, through the statutory place funding allocation, against the projected 
number of places the three boroughs estimate will be available from 
September 13. 

 
 
      
 
 Table 2: Number of Places Funded against Projected Number of Places    
                    Available 
 

LA Total no. of 
eligible 
families 

(January 13) 

Projected 
number of 

places 
available from 

Sept 13 

% of available 
places against 
funded places 

WCC 653 394 60% 

 
4.2  The DfE is now releasing termly data to local authorities, which provides names  
       and address of all eligible families.  The data release breaks down the  
       entitlement into the number of terms each family would be able to access  
       funding for, determined by the term in which their child turns 2.  Local Authorities  
       have just received their data for the Autumn term and this will now occur on a  
       termly basis. 
 
4.3  This will be a useful tool for local authorities to target eligible families but is not 

yet comprehensive enough for local authorities to rely on it.  The DfE has 
estimated that there are 653 families in WCC who will be eligible for a 2 year old 
programme place.  This calculation is based on the number of families with 
children aged 4-6 in receipt of the free school meals entitlement and applied to 
the 2 year old population.  However, the first data release in May only identifies 
222 Westminster families eligible for September 13.  

 
4.4 The DfE has confirmed that these figures are clearly short of previous estimates 

of the likely number of eligible children, but have emphasised that this does not 
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mean those estimates have reduced.  A significant proportion of eligible children 
have not been captured in this first Department Work & Pensions (DWP) 
exercise, because of the complexity involved in matching huge and very 
different data sets.  The DfE will be working with DWP over the coming weeks to 
explore options to ensure that a more complete list is provided for the next data 
run.   

 
4.5 There is unlikely to be 100% take up in the first term of the expansion and the 

boroughs do not want to fund unoccupied places.  The DfE eligible families data 
will also need to be cross referenced against families who will be affected by the 
benefits cap as this could potentially lead to creating places that will not be 
needed in the coming year.  This also needs to be clarified in order to inform 
capacity building. 

 
5.  Funding 2 Year Old Programme Children in 3 & 4 Year Old Places 
 
5.1 In many London boroughs there are issues with the transition from a 2 year old 

programme place to a 3 & 4 year old free entitlement place. Children often need 
to remain with their 2 year old programme provider for up to 2 additional terms 
until they can access a place at a maintained sector nursery school/class.   

 
5.2  There is a  difference in the 2 and 3 and 4 year hourly rate.   As all eligible  
        parents must currently be in receipt of benefits to access a 2 year old  
       programme place, they are unlikely to be able to afford to pay any additional  
       financial difference themselves for a 3 & 4 year old place if required and may  
       withdraw their children from early years education until they can access a  
       maintained place.  If forced to withdraw their child, the benefits of accessing an  
       early education place for these children would be diminished and would impact  
       on their school readiness. 
 
5.3  The cost of a 3&4 year old place should be less than a 2 year old place because  
       of the different staffing ratio involved and the unit costing exercise should  
       provide the necessary evidence to factor into next year’s funding formula.  This  
       should not be a factor for the coming Autumn term as the majority of children  
       who have turned three should be able to access a maintained nursery place but  
       this is less likely at the start of the Spring term therefore it is anticipated that up  
       to a third of 2 year old programme places will be occupied by children who have  
       turned three. 
  
5.4  The anticipated unit cost report from the NDNA will provide both the borough  
       and Schools Forum on the real cost of delivery for providers for 2, 3 and 4 year  
       old places and can inform future funding formulas.  
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6. Recommendation 
 
 
6.1 The recommendation from officers is that the full available allocation of  

£2,365,000 is retained while the required level of capacity is built with the 
market, the LA awaits more robust eligible families’ data to determine level of 
need and take-up is monitored.    Officers will return to Schools Forum will then 
come back to  Schools Forum at a later stage with an update on these areas as 
well as the results of the NDNA unit costing exercise and proposed funding 
formula for the future. 
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Appendix 1:  WCC 2 year Old programme projections for 13/14 
 
Also refer to Table 1: Revenue and Capital Funding Allocations 13/14      
 

13/14 Rates 
2 year old 
programme   

Hourly rate (summer) £6.00  

Hourly rate (Autumn) £6.07  

Hourly rate (Spring) £6.07   
 

     

         

 Number of places required 
No. of 2 year 
old places Total cost   

Summer 13 
(240x15x£6x13wks) 240 £280,800   

Autumn 13 
(394x15x£6.07x13wks) 394 £466,358  

Spring 14 
(434x15x£6.07x12 wks) 434 £474,188  

Total   £1,221,346   

20% contingency   £266,130   

SEN Support    £30,000* 

 Training Support   £30,000* 

Total Funding Required   £1,547,476   

Total allocation:       

Total Available  £2,364, 723   

Remainder  £817,247   
 

        
* Need to be fully costed - demand for both services need to be determined.         
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