B. INTERNAL / CONCURRENT AUDIT OF TRANSACTIONS

; H

An insurer (both life and General Insurance Business) having Assets under Management
(Shareholders and Policyholders funds taken together) of not more than Rs.1000 Crores
shall have its transactions and related systems Internally audited on a Quarterly basis and
if the AUM is equal or over Rs. 1000 Crores shall have the Investment transaction
concurrently audited. The first such audit would start from 1% Sep, 2009.

. The ‘minimum’ Scope for Internal or Concurrent Audit shall be as detailed in the

“Technical Guides on Internal / Concurrent Audit of Investment Functions of Insurance
Companies” issued by ICAI (in consultation with IRDA), for both Life and Non-Life Insurers.
The Insurer could include additional scope depending upon their need for control systems.
The Internal / Concurrent Audit is expected to cover 100% of transactions of all fund(s) as
per the periodicity prescribed.

Where the Internal Audit is carried in house, the internal audit report shall be signed by
the Head Internal Audit.

An insurer who gets covered under AUM clause of over Rs. 1000 Crores for the 1** time, for
the purpose of applicability of Internal / Concurrent Audit, will continue to have the
Investment functions concurrently audited, even if the AUM falls below Rs.1000 Crores,
subsequently.

The status of implementation of Investment Risk Management Systems, and issues of non-
compliance pointed out in the Risk Management Report are required to be reported by the
Internal /Concurrent Auditor vide item no. 5 of the Technical Guide on Internal /
Concurrent of Investment functions of Insurance Companies. The report shall be filed with
IRDA, as per the format provided in Annexure - |.

The Audit report for a quarter, issued by the Internal or Concurrent Auditor, shall be
placed before the Audit Committee of the Insurer’s Board during the next succeeding
quarter, and with its feedback on implementation, should be filed with IRDA, as an
annexure to FORM-4.

The Auditors to be appointed by the Insurer for certifying the Investment Risk Management
Systems & Process and Internal / Concurrent Audit of Investment transactions should satisfy
the norms specified in Annexure Il of this Circular.

Yours faithfully,
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