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CONCURRENT AUDIT

Concurrent audit is a systematic examination of financial transactions on a
regular basis to ensure accuracy, authenticity, compliance with procedures and
guidelines. The emphasis under concurrent audit is not on test checking but on
substantial checking of transactions. It is an ongoing appraisal of the financial health
of an entity to determine whether the financial management arrangements (including
internal control mechanisms) are cffectively working and identify areas of
improvement to enhance efficiency.

Independent Chartered Accouiiant firms are needed to be appointed at State &
District Level to undertake periodical audits and report on vital parameters which
would depict the true picture of financial and accounting health of the program.

Objective
The key objectives of the concurrent Audit include:

To ensure voucher/ evidence based pavments to improve transparency

To ensure accuracy and timeliness in maintenance of books of accounts

To ensure timeliness and accuracy of periodical financial statements

To improve accuracy and timeliness of financial reporting especially at sub-district
levels

To ensure compliance with laid down systems, procedures and policies

To regularly track, follow up and settle advances on a priority basis

To assess & improve overall internal control systems

Scope of Audit

The responsibilities of the concurrent auditors should include reporting on the
adequacy of internal controls, the accuracy and propriety of transactions, the extent
to which assets are accounted for and safegaarded, and the level of compliance with
financial norms and procedures of the operational guidelines.

The concurrent audit should be carried out both at State as well as District level.

The scope of work of “State Concurrent Auditor” is as follows:

Audit of the SHS accounts and expenditure incurred by SHS

Verification of Quarterly FMRs with Books of Accounts

Audit of Advances at the SHS level

Audit of the Provisional Utilization Cartiticates sent to Gol

Monitoring timely submission of the District concurrent audit reports

Detailed analysis and compi'ation of the District concurrent audit reports

Vetting of the State Action Taken eports and providing observations thereon

Follow-up & monitoring over the ATRs prepared by districts on the observations
made in the audit

Preparation of Quarterly Executive summary to be sent to Gol in the prescribed
format

Any other evaluation work. as acsiced by the State Audit Committee



The scope of work of “District Concurrent Auditor” is as follows:
Review of the DHS Accounts and expenditure incurred by the DHS
Audit of Financial Statements of DHS
Certification of the Statement of Expenditure
Review and analysis of the Age wise and Party wise Advances Report
" Comparison between financial and physical performance and analysis
Visits to sample blocks (in a way to cover all blocks in a year) and peripheral units
Filling in the checklist provided
Vetting of the district ATRs and providing observations thereon
Any other evaluation work, as desired by the District Audit Committee

Frequency

e Concurrent Audit will be carried out on a “monthly basis™.

Coverage

o The State Concurrent Auditor should ensure coverage of all the districts and the
District Concurrent Auditor should ensure that all the blocks are covered over the
entire year.

e For districts containing upto 12 blocks. it needs to be ensured that at least one block
is covered-every month. For districts consisting of more than 12 blocks, it needs to
be ensured that every block is covered at least once during the year.

e The audit plan should include a visit to at least 50% PHCs/ CHCs, 3 sub-centres and
3 VHSNCs located within the block selected for visit. The states may decide to
increase the scope for the same.

e The audit has to include accounts muatained under RKS and NDCP (wherever
applicable).

Audit Commiitiee

An audit committee should be constituted at the state as well as district level! to
facilitate and monitor the appointmnents and overall audit process at state and district
level.

State Audit Committee (SAC)
Members
SAC should consist of the following:

! States may take appropriate steps to notify’ constitute the State’ District Audit Committees.



Desiggation in Committee

Perso“ e S A AP

Director (Finance) — State/ Mission Director Member-secretary
(where Director Finance or equivalent is not

Divisional commissioner Member
State Finance Manager Member
Regional Director- DHS e Member
State Programme Manager b b Member
Representative from NDCP (atleast one) Member

The SAC should function under overall guidance of Principal Secretary (Health) at
ihe State level. The SAC should meet at least 4 times in a year. Also, a copy of
minutes of the meetings of the SAC related to the appointment of auditors shall be
sent to Principal Secretary —Health at the state level for concurrence purpose.

Functions of the SAC

Selection and appointment of the State concurrent auditors

Tssue of advertisement for appointment of District concurrent auditors

Final concurrence for the appointment of District concurrent auditor

Monitoring timely audits at the state and district level and timely submission of audit
reports

Discuss the key audit findings with state concurrent auditor and state finance
manager and suggest appropriate actions

Monitor whether adequate follow up action is being taken by the state finance
personnel on the audit observauons

Authorize the payment of remuneration to the auditor (only after approving the
Action Taken Report on the issues highlighted during the course of the audit)
Cartying out an assessinent of the audils in case the auditors are being considered to
be reappointed and the renewal of the auditors’ contracts, in case of reappointment.
District Level

Members

The members of the district andit committes should be the following:

_ Designation in Committee

Chief Medical Officer ) Member-Secretary
District Magistrate S | Member
District Accounts Manager L Member
Representative from NDCP (at least one) i Member




The DAC should function under the guidance of Director (Finance) (or Mission
Director, where Director (Finance) is not available) at the state level. The DAC
should meet at least 6 times in a year.

Functions of the DAC

Selection and appointment of District concurrent auditors (in concurrence with the
State Audit Commitice)

Monitoring timely audits at the district level and timely submission of audit reports
Discussing the key audit findings with district concurrent auditor and district
accounts manager and suggest appropriate actions

Monitoring whether adequate follow up action is being taken by the district accounts
marager on the avdi® observations

Monitor whether ATR has been prepared by the DAM/ CMO and given to the
auditor and whether the same has been vetted and sent by the auditor within the
requisite time limit

Carrying out an assessment of the audits in case the auditors are being considered to
be reappointed with inudmation w SAC

Renewal of the auditors” contracts with intimation to SAC

Appointment & Selection of Auditors
State Level Auditors

Appointment and seleciion of the state level concurrent auditors will be done by the
respective State Audit Committee through Open Tender System. The tender
document should be advertised through a central advertisement at the state level. Eol
format as preseribed in the gnidelines along with the Terms of Reference should be
provided to all firms in order to receive their Technical Bids.

Taicresied fivrs she 00 submii. their Bids in two parts- Technical and Financial bids.
Both the bids should b submitted in two separate sealedenvelopes, which should be
opened in meeting of the audit comm:tiee.

The audit comiiitice would first open the technical bids and evaluate them on the
basis of the eriteria o5 preseribod m ihe guidelines. The audit committee should
artive at a base minimum Ugure tuweshold and CA firms scoring above the base
minimum figure should be dzemed 1o have technically qualitied to undertake the job
Financial bids of only techuicaily qualified {irms should be opened by the committee
and audit shoald be awarded w the lowest bidder.

b i g

i the lowest Snarcial bidder does not agree to undertake the audit work within the
prescribed audit tee o1 the audit cormiiiee deems it unfit for any reason (reasons to
be recorced in writing), tae job may be awarded to the next lowest financial bidder if
the {irm agrees fo unacrtake the job. However, the work may only be awarded to a
technically qualified bidder (i Liius which are above the base minimum figure of
the technical evaluadon).

Once selecuon is finalised oy SAC. the same may be intimated to Principal
Secretary ealth 101 jus concurience.

Timebines:

Foliowing may be the nmeuncs lor v appointment process:



Floating of the RFP

Receipt of bids
Evaluation of bids

Timeline

31" December

| Issue of award lefter

Disirict ievel Auditor

31 January

End of February

31* March

o The tender document for the appointment of District Level Auditors will be floated
through a central advertisement at the state level. Eol format as prescribed in the
guidelines along with the Terms of i2cicrence should be provided to all firms in
order o receive their Technical Bids.

o Interested firms should be asked to submit their bids directly to the concerned district
in two narts- Technical and Financial bids. Both the bids should be submitted in two
separate sealed envelopes, which should be spened in meeting of the district audit
committee.

e The disirict audit committee would first open the technical bids and evaluate them on
the basis of the criicria as prescrived in the guidelines. The audit committee should
arrive at a base minimum figare/ tareshold and CA firms scoring above the base
minimum figure/ threshold should be deemed to have technically qualified to
underiake the job.

e Financia! bids of only technically qualified fir
and audit should be awarded 1o the wowest biader.

¢ If the lowest financial bidder does not agree to undertake the audit work within the
prescribed audit fee or the audit commitce deems it unfit for any reason (reasons to
be recorded in writing), the job may oe awarded to the next lowest financial bidder if
the firm agrees to undertake the joo. However, the work may only be awarded to a
technically qualified bidder (the {inms which are above the base minimum figure of
the techinical evaluation)

e The final appoinanent - done onl, aver obtaining the concurrence of State
Audit Comraicee and Dircctor (Financey Mission Director in the prescribed format.

o In case the meeting of SAC gets delayed due to some reason, post-concurrence shall
be obtained in the next immediate meeting.

ms should be opened by the committee

e Director (i'inance) as

excessive delays are avoided and ¢

districts.

o Following may oe the iin

dlis

Floating of the ¢
Receipt of bids by the districis

CILT

Evaluation of bids by districts

| Issue ol aveaiieiciws

L_APP"GV?! e 4he ctata tn tho i~

mermbersceretory of SAC may coordinate to ensure that
onsolidated intimations are received from all the

slines for the appointment process:

Funeline

15™ December

15" January

15" February

Forwarding recoramendatioss by the disiricts fc states

End of February

15" March

i

31 March




Remuncration

o The fee sicucture for the concurrent auditor should be decided keeping in mind overall
scope and coverage of avdit. The siate may provide an ‘indicative range” for audit
fees. however actual tees for state as well as district level audits should be decided
through competitive bidding process.

e The respective audit committees can take a view on the rationalization of fees before
approving the same and can also make suitable modifications to limits for the audit
fee taking into account factors such as, inflation. '

e In case the appointment does not happen within the first quarter the fees should be
appropriately reduced as per the cecided scope and coverage.

o The decision on remunerztion shoula be indicious and balanced.

Term of appointmeni of the Auditos

Siate Level

o At the state level, the concurrent auditor appointed once can be retained/
reappoinied for a maximum of two {inancial vears i.e. current year and next year.
o However, the contract awarded should be for one year at a time and should be

renewed next year on the basis of review of anditor’s performance.

District Level

° At the district level, the
reappointed for a maximum total
next yesr,

e However., the coawast awardea should be for one year at a time and should be
renewed next vear on the basls of euditer’s performance review.

Lar o1 the aed o0 Dow applying for the audit of a different district

in the same state for the next year. provided it does not exceed the limit of 30% of

the districis in ihe state, or £ disuicts, whichever is lower.

ncuirent auditor appointed once can be retained/
term of two financial years i.e. current year and
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Lonmients of Audit Report
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Corcurrent Audit Report of a “Siate Health Society” should contain the following
financial siztement: and documents:

Duly filled in Checklist provided in the ouidelines
Financial statemenis as preseribad
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o Auaited Receipts & Payrments Avc
o lucome & Expendituic Afc

o Bulance Sheet

o Audited SoE

©) ﬂd._';i\ E:‘CCUJL;:L‘.‘L.’QI‘A Siaiemernt

o List of outstanding alvances
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e Ohservations and Pecommendations of Auditor — particularly covering the
following aspects:
o Defiviencies noiiced i interal control
Suggestions o improve the internal control

with Guidelines issued by GOI

Lxtent of non-compliance

'e)



e Action Taken by \x.. (e Tiealth society on the previous audit observations, along with

his observations on

Concurrent Audit Report of a “District Health Society” should contain the
following financial staternents and documents:

Duly filled in Checklist provided in the guidelines
¢ Financial statements os prescribec

o Audited Trial Balance

Audited Receipts & Payments A'c
Audited Income & Expenditure A/c
Balance Sheet

Audited Statement of Expenditure
Bank Reconciliation Statement
List of advances

c ©

Q
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e Obsenations ad Recommendations of the auditor (including observations on
blocks visited)

e Action Taken by D'v o Healtn Socicty on the previous audit observations, along
with his observations on ‘.He same

Notes:

1. Soft copy of the district audit report needs 1o be submitted to Director (finance) at
the state level. )

2 The Director (Finanes) 4 the Centre may call for the concurrent audit report of any
district/ state
3. The wepors at boil the stute od disteict level will include consolidated report of

PCH. Additionalitics nnder NRENA. Tmmunization and NDCPs. In addition, it
should also include instonces of misappropriation/ unauthorised diversion of funds
as noticed during the audit.
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o The siwle i required o -enl o Quartudy Lxecutive Summary to the Centre by
compiling the observations fru 1 ahg State as well as District Concurrent Audits
(Format zttached as dawrexure,

o The exevutive suminary <hould provide information on aspects like quality of FMRs,
maintenance of beolc ol aeeounts, udvances, compliance with audit observations

. efe.

° I shall te signed by poth iae concurrent auditor and the Mission Director at
siate levei and sent to the Mission Director, MOHFW



Key Timelines

The key timelines which need to be 2dhered to are summarized below:
Activity Timeline
TR AR * A watie e

Appointment of the SHS and DIS Concurren nefore 31% March of the current year
Auditors i

Carrying out concurrent audit ~ Monthly

Submission oif Audit Report vy Audiior to | 10" of the next month
DHS/SHS ’

Submission of soft copy of district andit report 10™ of the next month
to the Director (Finance) af state level |

Submission of District Concurrent audit reporis | 15“’ of the next month

to the SHS o i i

Submission of soft copy of the consolidated | ﬂuarterly— by 20" of the first month of
executive summary & Action Taken Report to | ! | the next quarter
the Mission Director, MOHFW

PPN, Jo

H

Submission of the executive summary repoct bv | Quarterly — by 25 of the first month of
thefiBsoContre . - |AhoReRLHREEE

Monitoring and evoluation

* An ;‘.v.l.:r. Taken Report submited by District Accounts Manager (and in case the
DA’s post is vate nt, the CMO) \md be vetted by the district concurrent auditor
and sent along with his obscivaiions to the Director (Finance) of the state within 30
days of compleion of cuat. SAM/ SFAM should compile the ATRs of the state and
dmtn s and submit it tn the Director {Tinance) and Mission Director of the State at
the end of every quarter.

e These reports will mdicate tm actions o be taken emerging from the latest audit
repor.s including respons Dility of entation and timelines as well as provide
the courreat status on action wken on the past observations.

o The Quarierly Consol dui d ’U ‘<5 of all the districts consolidated by the Director
(Finaac?) of ihe staie {as membor-s ‘,u») also need to be placed before the
Mission Direcior & Princ.pal Scerclary (Health).

¢ Soft copy of the conse Hdated A'TE ; t mailed to the Mission Director, MOHFW
aong wuh the soft covy oi the qudﬂuh executive summary. '

o The auditor's fecs sha | b2 released only afier ATR has been received by D1rector
(i‘l)ﬁdiiCC/ of we state.
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S, Observation t‘ion ?(Pbc 4 rkcspunslhlht) Fimeline Current

o to Implement agreed Status

o Ir order of ol e Block level, discussion on the audit
ODSEIV AUVl anud tie way vdiu stiwulu be carried out durmg the monthly meeting
convened by the CMO md at the wisirict in the presence of District Accounts

Manager.

e In order to effectively handle the audit observations, they should be classified as
'material’ and non-material' based on their impact. Observations related to system
deficiency should alse be separatelv noted for svstem 1mpr()vements.

Y oenitasibilili s RN A ¥ TRT

o Subnnission & Compuation i Monihiy Audit Reports

Overall  responsibi of monitoring the progress, timely submission and
compilation of monthiv audits should be of Director (Finance) of state who may be
supperted by the State Finance Mas »;:r and State Accounts Manager. In states
where separate Direcior (Finanee) has not been appointed the responsibility should

5
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District Accounts Munager (along with Chiet Medical Officer at District level) and
State Finance/ Accounts Manager are tesponsible for compliance of audit
obscrvations made i “he audit report within the time limit prescribed.

e Timely Closure of Bools of Aceounts
SHR 206 DHS finsnes nerconnel need in encore timely closure of books of accounts.
Dyratt trial balance € and exp are o ¢ and balance sheet should be prepared
ady cumencing audit quickly.

o Production of relevant documents for Audif
The State Health Society and its distrietr programme units, along with CHCs/ PHCs
and other ")H Pro ;v:.;‘t’:n o plementing agencies shall be under obligation to
provide the follow.

w2
>4 ooods/ items
o | f Consiruction works
\ny other documient requested by auditor in support/ reference of the above



The responsibility for san | ] ith District Accounts Manager at the
District Level and Dircclor (Finance Aission Director at the State Level.

[}

The documents shal ] 7+ wditors and receipt should be obtained
of any such record which shail be returned to the in- charge of the audit party once

the records are given back.

o Facilitation of the Audit
The foliowing arrangetients need (o oe made for the auditors:

provide proper space for sitling during conduct of Audit
To provide req wonlaneiione % documents on the queries raised by the
auditor dunng aud
o To provide auditors with ATIKs on previous audit observations without any delay
¢ To arrange payiments 10 the Auditor at the agreed times

o Provide Relevau: Guidelines issued by Gol to Auditors

All relevant guidelines issucd by Gol should be provided to the auditors before the

audit work staris.

Few Important poinis - things to remember

o Audit Reports shouia be submitied on a monthly basis. Sometimes, states/ districts
tend *o submit audit >ports together for few months (e.g. submission of 3 reports at
Tho rn(? of 1he quarter even if monthiy audit is being carried out). This practice
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+case of districts’ Blecks visited dur g the audit, the audit report should contain a
separate checklist {or cach unif covered and respective observations should also be
included

o ‘Ihe audit report shouic also cover guatialve 1ssues emerging from the audit other
tnan dhe inancia stateaienis.

e Cheeklists should = thorough'y ‘ilix¢ and each as aspect should be adequately
iabot ,J,t Obseralions reporicd ur accounung and internal control issues should

[

be properly detaited ana substa

o Finaacial siatement of NDCPs saowd e iacluded in the consolidated audit report
anda audited

e The Distriet Audit Cammitize shall micot atlcast 6 times in a year (i.e. once every 2
monihs) and the State Audii Commitice shall meet atleast 4 times in a year (i.e. once
cvery 3 months) foi 10tlow up on the observ ations made by the auditor.

o Comolisice swatus on e observations inade in the previous audits should be
properiy reported and an Aciion laken Report shoud be sent to the audit committee
by the 1IDAM (ot CMO at the siate level. where DAM’s post is vacant)

o Soil copy of the consolidawed exceuiive summary & ATR (district and state) should
be maied by the Direoior (Finance) at the state level to Mission Director in the

Ministry of tleudih & mily Wellare on qu r‘:rly basis.
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ANNEXURE XXXVIii: Executive Summary

(To be submitted (o FMG. Mot Bt Staie Programme Management Support
Unit, State Iealih Societyy

Name ofthe vtate

Forthe Quarter (due dates: 31stJuly/3 15t Oct 31st January 30th April)/Year

NOTE: Bascd on the three monthly reports, thisreport  has to be submitted along
with the Quarterly Financial Monitoring Renori

Part-A: State icevel issuc
Books ot Accouns

1.

Whether books of accounis of SHS 21e computerized? If yes, whether any ERP system
has been tnplemented?

Whetherregisters related o bud 22t reccipt and control, advances, staffpayments, stock,
investments etc. are being maintained properly?

Whether the Quarserly FIMRs and Suatement of Fund Position are based on books of
accounls and ;)u'i:"l'-i i the preseribed format?

Whethe
cone

20 o Stcteneot of Fund Position are audited by the

Disbursemen’ & siifization of fund

5.

6.

8.

Provide a list of advances and total amonnt invelved which are outstanding for more
than a year Mention the follow up action taken for the same.

Whether the Provisional Tt tization Certificates sent to GOI have been audited by the
concurrent auditor?

Wherther there 1s anv signsfizant defav in dishursing the funds to Districts, after their
receut rom GOILY

Whetner ihe poste of State roance Managuer and State Accounts Manager are filled up?

f vacant, smce when?

Monitoring & ¢valuation

9

Whether the state andit commitics has been meeting at regular intervals? (Indicate the
number of meetings held during the period)

10. Whether audit gbservations of the concurrent auditor have been complied with?

e
12. Whether the SHS has sent the Acti

Others
13.

14, Whether delepation of Administr

Whethor Action Taken Report onobsarvations has been submitted regularly?
; {ATR) on the last concurrent audit

repott ol the DHS tothe GUI

Whether untfication of financial a

coeunting processes as per GOI Notification No.
107/MG 2905-06 dated

i buencompleted?

‘ i end Umancial powers have taken place as per
GOT quidelines (circulan e DO e T e RO -Fin/2006-07 dated 1st May, 2007).

Part-B: Disirict lovel issnes:
Coverage

3.

Name of the Districts where month'y covcurrent sudit has not taken place. (specify the
reasoeir)




