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[bookmark: _Toc164763987][bookmark: _Toc226989044]1. Introduction
The Department is accountable to Parliament for the funds it receives, and, therefore, must have appropriate arrangements to ensure that those funds are used for the purposes intended. For early years funding, these arrangements include:
· DfE governance and control arrangements for funding policy, allocations and payments
· DfE assurance arrangements, and
· local authority oversight arrangements.
This document:
· explains DfE assurance arrangements and local authority oversight arrangements, and
· includes a checklist for local authorities to help them assess their provider oversight arrangements.
[bookmark: _Toc226989045]2. DfE assurance arrangements
The Department’s oversight arrangements include an annual assurance programme, which includes assurance work on early years funding.
The main objective of the assurance work on early years funding is to consider:
· local authorities’ oversight and control arrangements, which ensure early years funding is used for the purposes intended, and
· whether the Dedicated Schools Grant paid to local authorities for early years childcare is based upon complete and accurate data, as recorded in the schools and early years census and other data returns.
The Department tests the Dedicated Schools Grant paid to local authorities through funding audits of census and data returns. These funding audits are designed to check that:
· the returns are based on complete and accurate child data, and
· for a sample of children, included in the return:
· the children are eligible for funding
· there are up to date signed parental declarations, which include the amount of childcare to be used
· the provider’s attendance records show that the children are attending and, therefore, the parents are using the funding.
[bookmark: _Toc226989046]3. Local authority oversight arrangements
Each local authority will have their own system for administering monitoring and controlling early years delivery. This includes:
· managing the interface with providers
· checking eligibility and entitlement to funding
· collecting provider data
· making payments to providers
· carrying out audits at providers and, therefore, ensuring funding is being used for the purposes intended.
It’s important that local authorities have robust data collection, reporting and monitoring arrangements for early years providers across the schools and PVI (including childminders) sectors, so that their data returns to the Department are complete and accurate. Such arrangements should include:
· ensuring providers maintain up to date (and signed) parental declarations, as well as complete and accurate attendance records (Provider record keeping arrangements should be included in the agreement between the local authority and provider.)
· cross-checking early years census returns against school census returns to ensure that children are not duplicated
· ensuring there is a clear audit trail, comprising underlying provider data and reports, which underpins the data returns.
[bookmark: _Toc226989047]4. Local Authority Early Years Oversight Self-Assessment Checklist
The Department has developed a checklist for local authorities to help them assess their provider oversight arrangements (Local Authority Early Years Oversight Self- Assessment Checklist). This checklist is designed to help local authorities ensure that:
· funding is only paid to providers for eligible children
· funding is only paid to eligible Early Year providers
· funding is only paid to providers for eligible funded hours
· the data returns submitted to the Department, which generate the funding allocations, are correct
· there is an appropriate level of oversight
· [bookmark: _Toc357771638][bookmark: _Toc346793416][bookmark: _Toc328122777]fraud and error identified is reported and recoverable.
4.1	Summary framework
This checklist is designed to support local authorities in considering the adequacy of their oversight and assurance arrangements for Early Years (EY) activity.

	Ref
	Funding / Assurance Requirement 
	Oversight / Assurance Activity 
	Consideration 
	RAG Rating
	Comments

	1
	Funding is only paid to EY providers for eligible children
	Child checks to the ECS system
	Automatic system controls /statutory requirement / processes and procedures 
	 
	 

	 2
	Funding is only paid to eligible EY providers
	Provider standing data
	Authorisation of provider payment details
	 
	 

	3
	Funding is only paid to eligible EY providers
	Provider payments 
	Oversight of provider payments
	 
	 

	4
	Funding is only paid to EY providers for eligible activity (provider records)
	Parental Agreements/Recording of attendance
	Model agreement, 'current', completeness, timeliness, signed, Provider requirements, policies, including expected levels of attendance and areas of flexibility
	 
	 

	5
	Data returns made to the DfE are correct
	Reconciliation of LA system data to census/data returns
	Procedures, reference to school census returns, management checks 
	 
	 

	6
	Data returns made to the DfE are correct
	Duplicate records (children)
	In house checks, inter LA checks, DfE duplicate reports (Spring census only).
	 
	 

	7
	There is effective monitoring and financial oversight of the EY entitlement funding.  
	Provider audits
	Scope/frequency/
follow-up
	 
	 

	8
	There is effective monitoring and financial oversight of the EY entitlement funding.
	Local authority internal audit coverage 
	Audit needs assessment, annual reviews programme, follow up 
	 
	 

	9
	There is effective monitoring and financial oversight of the EY entitlement funding.
	Internal directorate reporting
	Regular monitoring arrangements, escalation 
	 
	 

	10
	There is effective monitoring and financial oversight of the EY entitlement funding.
	S251 budget and outturn returns
	Management oversight, annual reporting
	 
	 

	11
	Fraud and error is properly reported and recovered. 
	DSG S151 Returns
	Annual reporting, links to corporate finance, recording and recovery / sanctions.
	 
	 





4.2	Child Eligibility
	No.
	These questions are to help the LA determine whether child eligibility has been properly checked.  Where the answer is 'no', LAs should consider how existing controls can be strengthened. 
	Answer
(Y/N)

	1
	Does the LA system automatically check the eligibility of children with reference to the ECS (Eligibility Checking System)?
	 

	2
	As a minimum, is child eligibility checked at least 6 times per year, to meet the statutory requirement?
	 

	3
	Do the LA systems ensure there is a valid eligibility code, before the start of each term for each funded child's place?
	 

	4
	Does the LA's system flag when an eligibility code is close to expiring?
	 

	5
	Does the LA's system automatically stop payments after the grace period end date?
	 

	6
	Does the LA ensure there is no double funding of childcare provision, for example where a child is fostered?
	 

	7
	If the answer to 5 is 'no', does the LA have alternative controls to ensure only funding is paid for eligible places? (Describe)
	 





4.3	Payments to Early Years providers

	No.
	These questions are to help the LA determine whether there are appropriate financial controls over the regular EY payments made to providers.  Where the answer is 'no', LAs should consider how existing controls can be strengthened. 
	Answer
(Y/N)

	1
	Are there appropriate controls for setting up new EY providers, including as a supplier on the LA accounting system?
	 

	2
	Does the LA have appropriate controls for setting up and amending EY provider bank details?
	 

	3
	Does the LA have a system to ensure the child data remains up to date and that EY provider payments are only made for eligible children in their care and for eligible funded hours?
	 

	4
	Does the LA perform any analysis on trends or patterns of payments made to EY providers, that might identify any unusual activity? 
	 

	5
	Is there appropriate segregation of duties between, the authorisation of EY provider payments and the day to day running of the EY system?
	 

	6
	Does the LA monitor the level of payments made to EY providers to the funding received from the DfE?
	 





4.4	Parental Declarations

	No.
	These questions are to support evidence of child existence and patterns of attendance that underpin and substantiate the census/data returns made to the DfE.  Where the answer is 'no', LAs should consider how existing controls can be strengthened. 

	Answer
(Y/N)

	 
	Parental Agreements
	 

	1
	Does the LA use the DfE parental declaration form?
	 

	2
	Does the parental declaration form include: 
(Note - the DfE's parental declaration form already includes the below)
	 

	2a
	Name and date of birth of the child
	 

	2b
	A requirement that it must be signed and dated by the parent and provider
	 

	2c
	A requirement that it must be re-signed and dated by the parent and provider where the funded hours are amended.
	 

	2d
	A record of the weekly pattern of funded and non-funded hours in each EY entitlement category, and the commencement date
	 

	2e
	Record of stretch hours where appropriate.
	 

	2f
	State that the provider will itemise charges on invoices to parents, clearly separating free entitlement hours from additional paid for hours and optional charges for food and activities (so that parents can see that they have received their free entitlement hours and can easily understand what they are being charged for)

	 

	3
	Does the LA have a system for checking that all EY providers have parental declarations for every child?
	 

	4
	Are parental declarations checked as part of any provider audit/quality visit?
	 

	5
	Does the LA take action, if parental declarations are not in place? If so, what action?
	 

	 
	Child Attendance 
	 

	6
	Does the LA provide guidance to its providers on how child attendance patterns should be recorded?
	 

	7
	Does the LA’s provider agreement specify the records EY providers should keep confirming child attendance?
	 

	8
	Would the LA know if the number of intended funded hours for a child was significantly different from the funding received? 
	 





4.5	Census and Data Returns

	No.
	These questions are to support the completeness and accuracy of the census and data returns submitted to the DfE, as the primary source of funding allocations.  Where the answer is 'no', LAs should consider how existing controls can be strengthened. 
	Answer
(Y/N)

	1
	Do you reconcile the data submitted, as part of the MI and census returns, to your live list of child funded places?
	 

	2
	Do you check for any duplicate children in the LA listings?
	 

	3
	Do you compare the EY census with the school census return to ensure all EY activity is reported to the DfE and there are no duplicates?
	 

	4
	Do you have written procedures for completing the census and data returns, which set out all the data checks carried out and the stages of the process?
	 

	5
	Do you retain an audit trail for the data and census returns submitted, including any data adjustments made?
	 

	6
	Are the data and census returns checked by a different person to the person collating the return?
	 

	7
	Do you clear all the duplicates identified via the DfE reports (at the annual January census)?
	 





4.6	Monitoring and Oversight

	No.
	These questions consider the adequacy of the LA's oversight and assurance arrangements, both at operational and management level to ensure EY funding is being used for the purposes intended.   Where the answer is 'no', the LA should consider how existing controls can be strengthened. 
	Answer
(Y/N)

	1
	Do you have signed agreements with all early year’s providers - schools and private, voluntary and independent organisations, which include the provisions specified in DfE's Model Agreement guidance, and are reviewed regularly and updated, as required?
	 

	2
	Do you monitor and follow-up any EY provider that has an 'inadequate' or 'requires improvement' OFSTED assessment?
	 

	3
	Do you have a plan to carry out a programme of audits of EY providers (desk based or visits)?
	 

	4
	Does the plan provide sufficient coverage and is the plan reviewed by the EY Management Team?
	 

	5
	Have you been able to implement this plan in the last 12 months?
	 

	6
	If you do have an audit plan, do you carry out any form of risk assessment when determining which EY providers to visit?
	 

	7
	If you do audit EY providers, do you check child eligibility?
	 

	8
	If you do audit EY providers, do you check that there are signed parental declarations for children?
	 

	9
	If you do audit EY providers, do you check attendance records?
	 

	10
	Do you follow up any weaknesses identified as part of the audit?
	 

	11
	Have you identified funding errors from the audits?
	 

	12
	Does the LA have a policy setting out when funding should be recovered?
	 

	13
	Where funding errors were identified that meet the LA's threshold for recovery, did you recover the grant funding?
	 

	14
	Is Early Years regularly reviewed by internal audit and does it include the expanded childcare scheme? 
	 

	15
	Are recommendations made by internal audit followed up on a timely basis?
	 

	16
	Is the S251 outturn report (covering EY) reconciled to the underlying EY data and systems, for both income and expenditure? 
	 





4.7	Reporting Fraud

	No.
	These questions are to consider the arrangements for reporting fraud in the EY programme, both internally and to the DfE.    Where the answer is 'no' the LA may should consider how existing controls can be strengthened. 
	Answer
(Y/N)

	1
	Have you identified any EY fraud in the last 12 months?
	 

	 
	If so, how much?
	 

	2
	Was this reported to senior management and internal audit?
	 

	3
	Does the LA have a process for investigating all reported and identified instances of fraud?
	 

	4
	Where there is a reporting process, has this been appropriately followed in the last 12 months?
	 

	5
	Are all EY frauds reported on the DSG return, submitted to the DfE?
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