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EXECUTIVE SUMMARY
PKF Littlejohn LLP conducted the financial audit of UNDP DIM Project ID 98752, “Improving
Efficiency of Vaccination Systems in Multiple States” (Output No. 101970) (‘the Project’)
directly implemented by UNDP India (‘the Office’) for the period from 1 January to 31
December 2020. The audit was undertaken on behalf of the Office of Audit and Investigations
(OAI), United Nations Development Programme (UNDP). The audit was carried out from 29
April to 31 July 2021.
Due to the on-going COVID-19 pandemic, the fieldwork was completed partially on a remote
basis.
AUDIT OPINIONS
We have issued audit opinions as summarized in the table below and as detailed in the next
section:
Project Financial Position
Statement of Fixed Assets
Statement of Cash

Qualified
Not applicable
Not applicable

MANAGEMENT LETTER SUMMARY
As a result of our audit, we have raised one financial finding and two other audit findings as
summarised below:
Financial Finding
No.
Title
1
Incorrect recording of project expenditure
Add: 8% GMS Cost
Total

Priority
High

Amount US$
3,631,323.43
290,505.87
3,921,829.30

Non-financial Findings
No.
2
3

Title
Non-adherence to LTA policy due to contract extension for
more than 3 years
Contract / Purchase Order prepared after commencement of
work
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Priority
High
High
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PRIOR YEAR AUDIT
The project ID 98752 “Improving Efficiency of Vaccination Systems in Multiple States”
(Output ID 101970) was audited in the prior year and there were no recommendations to
follow up on.

PKF Littlejohn LLP
19 October 2021

UNDP India, DIM Project no. 98752

15 Westferry Circus
Canary Wharf
London
E14 4HD
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THE AUDIT ENGAGEMENT
AUDIT OBJECTIVES AND SCOPE
FINANCIAL AUDIT
The objective of the financial audit was to express an opinion on the DIM project’s financial
position which includes:
•

Expressing an opinion on whether the financial expenses incurred by the project between
1 January to 31 December 2020 as well as the Funds Utilization statement as at 31
December 2020 and the accounts receivable and accounts payable as at 31 December
2020 are fairly presented in accordance with UNDP accounting policies and that the
expenses incurred were: (i) in conformity with the approved project budgets; (ii) for the
approved purposes of the project; (iii) in compliance with the relevant regulations and
rules, policies and procedures of UNDP; and (iv) supported by properly approved
vouchers and other supporting documents.

•

Expressing an opinion on whether the Statement of Fixed Assets, at net book value,
presents fairly the balance of depreciated assets of the project as at 31 December 2020.
This statement must include all assets available as at 31 December 2020 and not only
those purchased in a given period. Where a DIM project does not have any assets or
equipment, it is not necessary to express such an opinion.

•

Expressing an opinion on whether the Statement of Cash held by the project presents
fairly the cash and bank balance of the project as at 31 December 2020. Disbursements
made against a project are usually financed from regular country office bank accounts.
Exceptionally, a dedicated account may be opened and used solely for the cash
transactions of a project, e.g. if the project is in a remote location. The audit firm is
required to express an opinion on the Statement of Cash only where a dedicated bank
account for the DIM project has been established. In cases where the cash transactions
of the audited DIM project are made through the country office bank accounts this type
of opinion is not required.

•

As maybe applicable, provide the progress made in implementing the recommendations
raised in previous year audit report.

The Financial Audit was conducted in accordance with the International Standards on
Auditing (ISA), the 700 series.
The scope of the audit relates only to transactions concluded and recorded against the UNDP
project between 1 January to 31 December 2020. The scope of the audit did not include:
•

Activities and expenses incurred or undertaken at the level of “responsible parties”,
unless the inclusion of these expenses is specifically required in the request for proposal;
and

•

Expenses processed and approved in locations outside the country such as UNDP
Regional Centres and UNDP Headquarters and where the supporting documentation is
not retained at the level of the UNDP country office.
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INDEPENDENT AUDITOR’S REPORT ON STATEMENT OF
FINANCIAL POSITION
To: The Director of the Office of Audit and Investigations (OAI)
United Nations Development Programme (UNDP)
We have audited the financial position of the UNDP project ID 98752, “Improving Efficiency
of Vaccination Systems in Multiple States” (Output ID 101970), for the period 1 January to
31 December 2020 which includes: (a) the accompanying Combined Delivery Report (CDR);
(b) the Funds Utilization Statement (“the statement”); and (c) the project-related accounts
receivable and accounts payable.
Qualified opinion
In our opinion, except for the effects of the matter described in the Basis for opinion section
of our report, the accompanying CDR and Funds Utilisation Statement present fairly, in all
material respects, the expenses of US$ 9,182,470.77 directly incurred by the UNDP Country
Office in India and charged to the project for the period 1 January to 31 December 2020 in
accordance with UNDP accounting policies, and were: (i) in conformity with the approved
project budgets; (ii) for the approved purposes of the project; (iii) in compliance with the
relevant regulations and rules, policies and procedures of UNDP; and (iv) supported by
properly approved vouchers and other supporting documents.
Basis for modified opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those provisions and standards are further described in the ‘Auditor’s
responsibilities’ for the audit of the CDR and funds utilization section of our report. We are
independent of UNDP in accordance with the International Ethics Standards Board of
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and we have
fulfilled our other ethical responsibilities in accordance with this code. We have fulfilled our
other ethical responsibilities in accordance with this code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.
As explained in the management letter section of our report, during the project period under
audit the UNDP Country Office in India incorrectly recorded expenses amounting to US$
3,921,829.30 relating to other projects. This has resulted in overstatement of project
expenses reported in the CDR and unapproved use of project funds. The misstatement is
deemed to be material but not pervasive to the financial statements.
Management responsibilities
Management is responsible for the preparation of the CDR and the Funds Utilization
Statement of the project, and for such internal control as management determines is
necessary to enable the preparation of a CDR and funds utilization statement that are free
from material misstatement, whether due to fraud or error.
Auditor’s responsibilities
Our objectives are to obtain reasonable assurance about whether the CDR and the Funds
Utilization Statement are free from material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these
documents.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
1.

Identify and assess the risks of material misstatement of the CDR and the Funds
Utilization Statement, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

2.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the organization’s internal control.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

PKF Littlejohn LLP
15 Westferry Circus
Canary Wharf
London
E14 4HD
19 October 2021
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COMBINED DELIVERY REPORT AND FUNDS UTILIZATION
STATEMENT
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Combined delivery report and funds utilization statement - continued

UNDP India, DIM Project no. 98752

8

Combined delivery report and funds utilization statement - continued
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Combined delivery report and funds utilization statement - continued
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Combined delivery report and funds utilization statement - continued
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Combined delivery report and funds utilization statement - continued
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INDEPENDENT AUDITOR’S REPORT ON STATEMENT OF FIXED
ASSETS
To: The Director of the Office of Audit and Investigations (OAI)
United Nations Development Programme (UNDP)
We noted that the UNDP Project ID 98752, “Improving Efficiency of Vaccination Systems in
Multiple States” (Output ID 101970) did not present balances in the fixed assets accounts
and accordingly a Statement of Fixed Assets was not produced.

PKF Littlejohn LLP
19 October 2021
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INDEPENDENT AUDITOR’S REPORT ON STATEMENT OF CASH
To: The Director of the Office of Audit and Investigations (OAI)
United Nations Development Programme (UNDP)
We noted that the UNDP Project ID 98752, “Improving Efficiency of Vaccination Systems in
Multiple States” (Output ID 101970) did not have a dedicated bank account for the DIM
project activities subject to audit and accordingly a Statement of Cash was not produced.

PKF Littlejohn LLP
19 October 2021

UNDP India, DIM Project no. 98752

15 Westferry Circus
Canary Wharf
London
E14 4HD
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MANAGEMENT LETTER
Finding No: 1

Incorrect recording of project expenditure

UNDP was named as one of four lead implementing agencies in a Health Systems Strengthening
support application – Phase 2 (HSS2 proposal) submitted to the Gavi Alliance (Gavi) by the
Government of India in December 2016 (revised in April 2017). The HSS2 proposal covered an
implementation period of five years (2017-2021). Based on Gavi’s approval of the HSS2 proposal in
July 2017, communicated through its decision letter, the annual amounts were to be disbursed by
Gavi directly to the agreed implementing agencies rather than to the Country.
Consequent to Gavi’s approval of the HSS2 proposal, financing agreements were signed between
UNDP and Gavi to fund the implementation of activities in the HSS2 proposal required to be carried
out by UNDP. The initial financing agreement was signed in 2017 covering a period of two years and
a subsequent financing agreement was signed in 2019 covering a further two-year period.
The terms of the financing agreements tie UNDP’s usage of Gavi’s contribution (Gavi funds) solely
for the purpose of fulfilling the activities described in the HSS2 proposal. Any significant changes are
to be reviewed and approved in advance by Gavi. Further, under the financial management and
procurement arrangements detailed in the approved HSS2 proposal, a specific award number was
to be given to Gavi funds by UNDP so that funds could be monitored and tracked using the number.
Accordingly, the Office created a separate Atlas1 project (previously known as an award) to track
usage of Gavi funds.
According to UNDP Financial Regulations and Rules, offices do not have authority to enter into
commitments in the absence of available cash for cost-sharing contributions to ‘other resources’. The
Operational Guide of the Internal Control Framework for UNDP specifies that in Atlas, all cost-sharing
contributions are defined as ‘cash-controlled funds’. Use of the Atlas commitment control (KK) module
enforces this control by ensuring that only those purchase orders, vouchers, and journals entries that
have funds available (i.e., pass budget check) can be finalized. Short-term deficits, where agreed
contributions have not been received, are required to be managed in accordance with the risk
management guidelines for contributions by donors to ‘other resources’.
Based on the review of project narrative reports, reports submitted to donor, CDR, Account Activity
Analysis (AAA) report and other related project documents, the following observations are noted:
a) During the audit period, the Office cumulatively transferred expenses of $2.49 million from
the Project to other Atlas projects. Similarly, expenses amounting to $109,728 were
transferred to the Project from other projects. The outward transfers indicated that expenses
were incurred using Gavi funds and recorded in the Project but were subsequently transferred
out as they related to other Atlas projects.
The Office explained that there was one project document covering the Gavi funded HSS2
activities and other activities (relating to HSS Phase 1 or HSS1) which were to be funded by
the Government (including various state governments). Hence, the activities were being
implemented from a common pool of funds across 36 states.
However, the usage of Gavi funds without prior approval for activities not approved under the
HSS2 proposal is inconsistent with the terms of the signed financing agreement.
The Office provided evidence of e-mail correspondence with Gavi taken place on 30 August
2021 after the conclusion of the audit fieldwork where Gavi appeared to indicate concurrence
with the use of funds for HSS1 activities on a temporary basis subject to their reimbursement
in a timely manner. However, this communication occurred ex post facto and not prior to the
use of the funds.
1

UNDP’s Enterprise Resource Planning system
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b) The Office’s usage of Gavi funds to incur expenses for activities related to other Atlas projects
for which donor contributions were not received in full, did not comply with the UNDP Financial
Regulations and Rules. Cost-sharing deficits in the other Atlas projects should have been
managed in accordance with the risk management guidelines.
c) Quarterly unaudited financial reports submitted to the Gavi Secretariat (i.e. donor reports) did
not disclose the amounts spent towards non-HSS2 activities using Gavi funds. These reports
included the funds utilized towards other Atlas projects as expenses incurred for approved
HSS2 activities.
d) For the purposes of the audit, the project team has identified expenses amounting to US$
US$ 4,073,913.90 (excluding 8% GMS) recorded in the financial year 2020 under the HSS2
project relating to non-HSS2 activities.
Out of these total unrelated expenses recorded in 2020, expense amounting US$ 442,590.47
had been transferred out in 2020, US$ 1,260,950.00 has been transferred out in 2021 till the
time of the audit and the remaining expenses totaling US$ 2,370,373.43 are intended by the
management to be further transferred out.
In addition to the above, it was noted, that during the year 2021 unrelated expense amounting
US $ 1,389,915.74 recorded under the project for the financial year 2019 was also transferred
out. This transfer, however, does not impact the expense recorded and reported in the 2020
CDR.
The transfers and other necessary adjustments suggest weakness in related internal controls,
financial recording, and reporting mechanism. The incurring of unrelated project expenses through
HSS2 funds and incorrectly reporting them under the project also suggests that the funds were not
utilized for the approved purposes of the project.
Based on the matters highlighted above we consider project expenses amounting to US$
4,073,913.90 to be incorrectly recorded and US$ 3,631,323.43 to be incorrectly reported against the
project during the period under audit. This has resulted in overstatement of project expenses reported
for the period, unapproved use of project funds and constitutes a non-compliance with UNDP policies
and procedures.
Priority: High
Recommendation:
The Office should enhance their overall financial reporting process with respect to recording,
reviewing, reporting and ultimately accountability for the use of donor funds on projects implemented
by them. We recommend:
a) Implementing monitoring processes to ensure that donor funds are used only for the activities
agreed as per the financing instrument, and where necessary -obtaining prior donor approval
for deviations;
b) Managing cost-sharing deficits in accordance with the Risk management guidelines for
contributions by donors to “Other Resources”;
c) Maintaining an up to date financial tracker to assist in performing review of project expenditure
at regular intervals with a view to timely identify any necessary adjustments and transferring
any expenses not linked to approved HSS2 activities; and
d) Preparing and submitting donor reports that accurately reflect the use of funds.

UNDP India, DIM Project no. 98752
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Management Comments:
The office acknowledges the recommendations and notes that the project management
arrangements were adopted based on guidance and consultations with the Government counterpart
and Programme Governing body.
Action plan:
•

The office will continue discussions with the donor and the government counterpart to
address delays in transfer of funds from State Governments and emphasize the need for
timely disbursement of funding.

•

The office will further strengthen the financial tracker and monitoring and reporting
arrangements in agreement with the donor and the government counterpart.

UNDP India, DIM Project no. 98752
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Finding No: 2

Non-adherence to LTA policy due to contract extension for more than 3
years

UNDP Programme and Operations Policies and Procedures (POPP) state that Long Term
Agreements (LTAs) generally have a maximum duration of three years, except where the nature of
the market or the requirement justifies a longer duration. POPP also requires an ex-ante review for
LTAs of longer duration than the standard three-year period. They also state that contracts shall be
amended when there are justifiable requirements such as the extension of the duration, modification
of the scope of the goods or services to be delivered or other relevant aspects of the contract and
they shall be duly approved by the relevant authorities in the business unit and the Procurement
Review Committees where applicable.
The Office had entered into LTA 2016/042 and LTA 2016/043 with two vendors for a period of 3 Years
(i.e., from 1 January 2017 to 31 December 2019). The procurement actions related to these LTAs
were approved by the Chief Procurement Officer for a three-year period as recommended by the
Advisory Committee on Procurement which had reviewed the procurement case.
These LTAs were amended/extended for a further period of 3 months (i.e., from 1 January to 31
March 2020) on 15 November 2019 and 14 November 2019 respectively. The secondary contracts
signed under LTA 2016/042 (i.e., 2018/16, 2016/257 and 2017/160), LTA 2016/43 (i.e., 2016/258)
and 2018/072 were also amended/extended for the period of 3 months (i.e., from 1 January to 31
March 2020).
The solicitation and evaluation process for a new LTA however, was started in November 2019 (i.e.,
after entering into the amendment of LTAs). The said matter has resulted in the following
observations:
a) Above mentioned LTA amendment / contract extensions are not in line with POPP as the
prior approval of the relevant procurement authority had not been obtained. The Office
explained that the case was discussed with the regional procurement advisor prior to the LTA
amendment but no evidence was provided to support this statement. Refer Table 2 for
summary amounts of invoices processed under the amended LTA.
b) Delay in starting the solicitation and evaluation process for the new LTA.
c) Signing of contract amendments after initiation of service validity – In relation to one of the
vendors (Vendor 1), UNDP had entered into an extension of agreement via “Amendment No.
5 of Contract no. 2018/72”, extending the validity by 3 months up to 31 Mar 20. The provision
of services under the contract amendment, however, commenced before the signing and
execution of the contract on 29 January 2020.
Table 2: Details of the contracts
Vendor
Vendor 1

Vendor 2

Month
January 2020
February 2020
March 2020
January 2020
February 2020
March 2020

Grand Total

USD Amount
34,768
48,832
65,744
247,916
39,835
322,133
759,228

Number of
Transactions
4
4
7
24
12
28
79

The issues identified above, represents non-compliance with UNDP policies and procedure at the
time of occurrence. The Office however, recognizing these as procedural delays/errors had taken the
necessary steps during the period of the project under audit to conform with the applicable rules.
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Accordingly, only a management recommendation has been raised in respect.
Priority: High
Recommendation:
a) The Office should track all Long-Term Agreements and secondary contracts and initiate the
process of renewal / fresh contracts in advance, to avoid any delays.
b) To reduce such type of delays, all open commitments / contracts could be tracked for validity and
process of amendment or extension should be initiated well in advance with the approval of relevant
procurement authorities.
Management Comments:
Action plan:
The office will strengthen tracking of Long-Term Agreements and secondary contracts and ensure
timely initiation of amendment and renewal processes. The office has already prepared an application
to strengthen contract management.
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Finding No: 3

Contract / Purchase Order prepared after commencement of work

Observation:
As per UNDP Programme and Operations Policies and Procedures (POPP), a “long term agreement”
is a written agreement between UNDP and a supplier that is established for specific goods or services
at prescribed prices or pricing provisions for a defined period of time, against which specific orders
(call-offs) can be placed at any time, during the defined period and with no legal obligation to order
any minimum or maximum quantity.
Contracts are legally binding commitments that become effective on or after their signature by the
contracting parties.
As per the secondary contract (call-off) entered with a vendor under Long Term Agreement (LTA)
2020/001 (dated 28 February 2020) for term of 2 years, for maintenance and licensing of a software
application, the contract validity period was from 4 June 2020 to 31 July 2020. On 27 July 2020, the
contract was extended till 31 August 2020 via Amendment #01.
On verification of the vendor invoice No. 2020-21-001 for June 2020, it was observed that the vendor’s
charges included the months March, April and May 2020, which did not form part of the contract
period. The Office explained that the contract was intended to be made for a period of 5 months, with
work commencing from March 2020, but the contract was wrongly worded. It is to be noted that the
contract was signed on 4 June 2020, as against the intended start date of 1 March 2020. The total
value of the invoices relating to the three months that were not part of the contract amounted to US
$ 81,726.
The Office also explained that continuity of services from the vendor was critical while discussions
were ongoing regarding the terms of reference to be used in the call-off contract and that the services
were received under a valid LTA. However, in absence of a call-off contract, the LTA did not create
a legally binding commitment to procure the services.
Furthermore, there is no breakup in the LTA/Contract for the HR cost of the software application
production management, which is considered as a fixed monthly fee of INR 5,83,163 as per contract.
The issues identified above, represents a non-compliance with UNDP policies and procedure at the
time of occurrence. The Office however, recognizing these as procedural delays/errors have taken
majority of the necessary steps during the period of the project under audit to conform with the
applicable rules. Accordingly, only a management recommendation has been raised in respect.
Priority: High
Recommendation:
The Office should strengthen controls over management of contracts by:
a) Ensuring that no delivery of goods or services are commenced without a valid contract in
place; and
b) The Human Resources cost should be charged based on actual man hours consumed for
software application production management.
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Management Comments:
Action plan:
The office will further strengthen communication with vendors to ensure conditions in Long Term
Agreements are honored and to avoid risks of disruptions to essential health services in a pandemic
context. The office has already prepared an application for contract management as part of the
mitigation process.
The office issues contracts as per “need” and in line with UNDP policies and procedures. This allows
for deliverable based lump-sum payments.

UNDP India, DIM Project no. 98752

21

