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The RBI’s Concurrent Audit Framework ensures real-time 
or near real-time examination of banking transactions 
to proactively detect irregularities, manage risks, and 
enhance compliance. Introduced in the 1990s, it has 

evolved to cover key areas like loans, forex, KYC/AML, and treasury operations across 
public, private, and cooperative banks. Unlike traditional audits, concurrent audits 
offer immediate feedback, deter fraud, and strengthen operational effi ciency. With 
rising digitization, banks are leveraging automation, AI, and analytics to enhance audit 
effectiveness. Concurrent audits not only ensure regulatory adherence but also provide 
critical business insights, supporting strategic decision-making and reinforcing trust in 
India’s banking ecosystem.
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 Introduction: The Essence 
of Concurrent Audit
In the dynamic landscape of India’s 
banking sector, Concurrent Audit 
stands out as a powerful mechanism 
for near real-time vigilance and 
proactive risk control. Mandated by 
the Reserve Bank of India (RBI), 
the concurrent audit is a system 
of simultaneous examination of 
transactions and procedures as they 
occur, ensuring that any deviations, 
ineffi  ciencies, or non-compliance 
issues are fl agged immediately.

Unlike conventional audits that are 
conducted post-facto, concurrent 
audits operate in parallel with the day-
to-day operations of a bank, thereby 
serving as a near-instant feedback 
loop on operational integrity and 
compliance adherence.

 Genesis and Regulatory 
Evolution
Th e concept of concurrent auditing 
emerged in India during the early 1990s 

as the banking sector was undergoing 
liberalization. As private and foreign 
banks entered the market, the volume 
of fi nancial transactions increased, 
fi nancial products expanded, and the 
risk of fraud and non-compliance grew. 

To address fraud and malpractices in 
banks, the RBI formed a High-Level 
Committ ee in 1992, led by Shri A. 
Ghosh, the then Deputy Governor 
of RBI. Among other measures, the 
Ghosh Committ ee recommended 
introducing concurrent audits in 
commercial banks to improve internal 
controls, support administrative 
functions, ensure adherence to systems 
and procedures, and detect lapses 
and irregularities. Consequently, 
all scheduled and primary (urban) 
cooperative banks with deposits over 
Rs. 50 crores were required to adopt 
the concurrent audit system.

Th ereaft er, the Concurrent Audit 
Regulatory Framework has evolved as 
below:

� 1996-1997: Defined scope, 
coverage, reporting systems and 
remunerations.

� 2001-2007: Enhanced scope and 
responsibilities under concurrent 
audit, including mandatory 
coverage of sensitive and high-
value branches.

� 2015: Revised guidelines 
on concurrent audit system, 
including the requirement to 
have at least 50% of their business 
under concurrent audit coverage, 
along with a detailed minimum 
audit program.

� 2019 and onwards: Scope of 
work and sampling coverage to 
be at the discretion of the internal 
audit team of the bank, with 
broad minimum areas of coverage 
defined. Specific regulations 
issued by the RBI from time to 
time mandate coverage of certain 
areas under concurrent audit 
review . 
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Scope and Applicability
Scope of Concurrent Audit

The RBI has laid down broad guidelines 
for minimum areas of coverage under 
Concurrent Audit in its circular on 
Concurrent Audit System dated 
September 18, 2019 (DBS.CO.ARS.
No.BC.01/08.91.021/2019-20). 
However, banks are expected to define 
the specific scope based on their 
risk profile and business complexity. 
Minimum areas of coverage include 
loans and advances, treasury operations 
and foreign exchange transactions, 
Know Your Customer / Anti-Money 

Laundering guidelines, Remittances, 
Trade Finance, Branches, SWIFT 
transactions, Internal Accounts and as 
per regulatory guidelines issued from 
time to time. 

Applicability

 Scheduled Commercial Banks 
(including Public and Private 
Sector Banks and Foreign Banks)

 Small Finance Banks

 Payments Banks

 Local Area Banks

Methodology: How 
Concurrent Audit is 
Conducted
Appointment of Concurrent 
Auditors

� Can be conducted by internal teams 
or external Chartered Accountant 
firms empanelled with the bank, 
at the discretion of the individual 
banks.

� In case of outsourced concurrent 
audit function, the Internal Audit 
team should participate in the 
selection process, and the auditors 

should be rotated every 3 years to 
ensure independence.

Typical Concurrent Audit Lifecycle/
Process Flow 

Concurrent audit in Indian banks is 
a cyclical and continuous process, 
aimed at ensuring real-time transaction 
scrutiny, regulatory compliance, and 
operational risk control. Fig. 1 shows  a 
breakdown of the concurrent lifecycle/
process flow.

Benefits of Near Real-Time 
Auditing
Concurrent audits offer a multitude of 
advantages, especially when compared 
to traditional, retrospective audit 
frameworks:

 Proactive Risk Management: 
Irregularities are flagged at the time 
of occurrence or shortly thereafter, 
enabling early intervention and 
damage control.

 Deterrent to Frauds: Employees 
are aware that transactions are under 
continuous scrutiny, reducing the 
likelihood of fraudulent behavior. 

 Faster Decision Making: Audit 
insights help in real-time correction, 

Activities during initial set up stage for external concurrent audit team:

Empanelment of external 
concurrent auditors by the 

Bank

Finalization of scope of review, 
sampling criteria and review 

frequency

Bank to provide concurrent 
audit team with system access 

to Bank’s domain

Concurrent Audit team to 
conduct process walkthroughs 

with Bank stakeholders

Concurrent audit team to 
prepare checklist in line with 

regulations and internal policies

Following is a breakdown of the concurrent lifecycle, typically followed on a monthly rolling basis:

1. Transaction Testing
Data For review period is extracted for Bank’s 
system (where feasible) for conducting review. 
Samples are selected as per methodology defined 
in scope. Review is conducted on daily/ weekly/ 
monthly frequency in line with checklist.

2. Query Issuance
Based on review conducted, 
exceptions/outliers are flagged 
as queries immediately upon 
identification to the Bank stakeholders 
for clarification.

3. Query Responses
Based stakeholders provide responses on the 
queries raised. The additional evidences submitted 
may either result in queries being dropped or an 
observation may arise as an outcome.

4. Observation and MAP
For exceptions which are agreed as observations, 
root cause assessment and management action 
plan is sought for bank stakeholder along with 
action owner and timelines.

5. Reporting
Observations are issued as a draft report 
for concurrence from stakeholders. 
Final report is issued post concurrence 
received.

6. Tracking of Open Issues 
Action plans for open issues are tracked for 
closure in line with target date provide by the 
management.

Concurrent audit 
is near real time 

review with monthly 
reporting cycle.

Quarterly reporting (minimum) of 
observation noted during Concurrent 
Audit review to be place to Audit 
Committee of the Bank.

Fig 1.
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improving efficiency and reducing 
customer grievance redressal time.

 Improved Regulatory 
Compliance: Banks can ensure 
ongoing alignment with RBI norms, 
reducing the risk of regulatory 
action or penalties.

 Enhanced Customer Confidence: 
A robust audit framework instills 
trust among stakeholders, 
reinforcing the credibility of the 
banking system.

Uniqueness of Concurrent 
Audit in the Indian Context
Concurrent audit in India holds 
a distinct and critical role in the 
country’s financial system, especially 
in the banking sector. Unlike many 
global internal audit practices that 
are periodic in nature, concurrent 
audit in India is real-time or near real-
time, offering a continuous assurance 
mechanism. This model reflects India’s 
regulatory expectations and the need 
for robust internal control in a rapidly 
evolving financial ecosystem.

� Volumes and Scale: India’s 
banking ecosystem is vast, with 
a high volume of transactions 
occurring across both urban and 
rural branches daily. Concurrent 
audits are uniquely designed to 
handle this scale, including review 
of branches at multiple locations.

� Mandatory Oversight and 
Effectiveness Review by Audit 
Committee of the Bank: 
Regulation mandates annual 
review of the effectiveness of the 
concurrent audit system as well as 
the performance of the concurrent 
auditors, with a performance memo 
issued by the bank. 

� Accountability: Empanelled 
concurrent auditors are expected 
to maintain high standards of 
integrity and independence. In case 
of any serious acts of omission or 
commission, failing which their 
appointment may be cancelled. 
Material irregularities, fraud 
indicators, and non-compliance 
cases are expected to be reported 
immediately to higher management 
and, if necessary, the regulator.

� Direct Interactions with 
Regulators: Regulators in 
India place strong reliance on 
concurrent audits as a frontline 
defense mechanism. In some 
cases, regulators/inspectors have 
direct interactions with concurrent 
auditors during their annual 
inspections and other calendarized 
inspections. 

� Adaptability to Change: The 
environment in which concurrent 
audit operates is dynamic, with 
shifts in business models, regulatory 
framework and technology 
landscapes constantly triggering 
the need for concurrent audits to 
evolve.

i. Policy & Process Changes: 
Organizations frequently revise 
internal policies and standard 
operating procedures due to 
changing business objectives, 
risk appetite, or external market 
dynamics. Auditors must 
quickly adapt to revised process 
flows and control points and 
update their checklists and test 
procedures accordingly. 

ii. Regulatory Change: 
India’s financial regulatory 
environment is dynamic, with 
frequent updates to KYC 

norms, provisioning rules, 
credit assessment frameworks, 
and digital compliance. 
Regulatory change management 
is important to ensure audit 
checklists remain current and 
aligned with the latest regulatory 
circulars. Concurrent Auditors 
are usually among the first 
to validate implementation 
of regulatory changes at the 
operational level. 

iii. Technology and System 
Changes: Introduction of 
new systems (e.g., CBS, ERP), 
automation tools, digital 
platforms, or data analytics 
engines requires auditors 
to review data sources, test 
procedures and existing 
checklists.

iv. People and Organizational 
Changes: Changes in 
organizational structure, staff 
turnover, or shifts in roles and 
responsibilities can alter how 
processes are executed, and it is 
critical to manage these changes 
by way of adequate training. 

� Access to Banks’ Systems: One of 
the defining features of concurrent 
audit is the direct access granted 
to auditors to banking systems, 
enabling auditors to view real-time 
transactions, customer profiles, 
sanction notes, loan documents, 
and exception reports.

 Unlike many global 
internal audit practices 

that are periodic in 
nature, concurrent 

audit in India is real-
time or near real-time, 
offering a continuous 

assurance mechanism. 
This model reflects 
India’s regulatory 
expectations and 

the need for robust 
internal control in 
a rapidly evolving 

financial ecosystem. 
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� Integration with Third Line of 
Defense: Concurrent audit acts 
as a support to the Third Line of 
Defense (Internal Audit), and 
findings from concurrent audits are 
directly reviewed and acted upon 
by the internal audit department, 
which is considered the 
independent assurance provider to 
the board and audit committee.

How Concurrent Audit Can 
Deliver Business Insights 
Beyond Assurance
In today’s fast-paced business 
environment, the role of audits has 
evolved significantly. No longer 
confined to a backward-looking 
assessment of compliance and control, 
concurrent audits, conducted in 
real-time or near real-time, have the 
potential to deliver deep, actionable 
insights that drive operational 
efficiency, strategic planning, and 
business innovation.

 Real-Time Process Monitoring 
and Optimization: Auditors 
often identify inefficiencies, 
delays, or deviations from 
standard procedures in near 
real time. Management can use 
these observations to reengineer 
processes, reduce turnaround time, 

or eliminate redundant workflows, 
ultimately improving service 
delivery and cost efficiency.

 Early Detection of Trends: 
By consistently monitoring 
transactions, concurrent auditors 
are uniquely positioned to detect 
patterns and anomalies early, long 
before they escalate into larger 
issues. A surge in certain types of 
customer complaints, an increase 
in unauthorized overrides, or a 
shift in transaction volumes may 
signal underlying operational or 
market trends which can enable 
organizations to be proactive rather 
than reactive, adjusting strategies, 
modifying controls or innovating 
new solutions.

 Enhanced Risk Management: 
While concurrent audits naturally 
contribute to risk mitigation, their 
data-rich findings can significantly 
enhance enterprise risk 
intelligence. Frequent breaches 
of specific controls, recurring 
procedural lapses, or concentration 
of risk in certain branches or 
segments can all be captured 
and analyzed. Organizations can 
strengthen their risk management 
frameworks, prioritize high-risk 
areas, and integrate audit findings 
into broader enterprise risk 
dashboards.

 Assessing Efficiency of 
Operations: Concurrent audits 
can help to identify areas of repeat 
operational errors, such as delays 
in processing, frequent manual 
interventions, or high error 
percentages of manual errors. 
Management can use these insights 
to improve staff training, redesign 
workflows, or invest in automation 
where needed.

 Support for Strategic Decision-
Making: Over time, concurrent 
audits produce a wealth of data 
that goes beyond compliance. 
When synthesized effectively, this 
information becomes a powerful 
input for strategic decisions. 
Aggregated findings on process 
performance, risk exposure, and 

operational gaps create a real-
time snapshot of business health. 
Such insights can inform digital 
transformation plans, mergers and 
acquisitions evaluations, and long-
term policy revisions.

How Automation is 
Reshaping Concurrent 
Audit Practices
As banking operations shift toward 
digital and real-time environments, 
concurrent audits have embraced 
technology for enhanced efficiency 
and scope. The following are the 
trends in technology adoption in the 
concurrent audit space:

� Real-time dashboards and audit 
planning tools

� Automation for routine audit 
checks; for example, automation 
of daily SWIFT reconciliation, 
regulatory reporting checks, etc.  

� System Generated Exception 
Reports (SGERs) to reduce 
manual errors.

� Data analytics to identify trends, 
outliers, red flags and anomalies.

� API-based data extraction from 
source systems.

� Centralized monitoring for 
tracking audit findings, open 

 Organizations 
frequently revise 

internal policies and 
standard operating 
procedures due to 
changing business 

objectives, risk 
appetite, or external 

market dynamics. 
Auditors must quickly 

adapt to revised 
process flows and 
control points and 

update their checklists 
and test procedures 

accordingly. 
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 Auditors often 
identify ineffi ciencies, 
delays, or deviations 

from standard 
procedures in near real 
time. Management can 
use these observations 

to reengineer 
processes, reduce 

turnaround time, or 
eliminate redundant 
workfl ows, ultimately 

improving service 
delivery and cost 

effi ciency. 

issues, etc., in real time across 
multiple locations.

� Leveraging Optical Character 
Recognition (OCR) technology
for converting scanned documents, 
such as account opening forms, into 
machine-readable text format.

Note: Th e above are applicable for 
private sector banks and foreign banks, 
where all the data is available centrally 
at the HO and not fragmented across 
branches. 

Further, there is potential to transform 
how concurrent audits are conducted 
using artifi cial intelligence:

 Intelligent Anomaly Detection: 
AI models, especially those based 
on machine learning, can detect 
outliers and anomalies far beyond 
the capability of traditional rule-
based systems. For example, an AI 
model monitoring transactions 
can fl ag deviations in amount, 
frequency, or timing that don’t 
match the user’s historical behavior, 
even if the transaction is technically 
within the policy limits.

 Natural Language Processing 
(NLP) for Document Review:
NLP can be used to scan and 
interpret policy documents, 
contracts, or communication logs, 
identifying risk keywords or non-
compliance issues. 

 Risk Scoring and Prioritization: 
AI can score transactions or 
business units based on their risk 
levels, enabling auditors to focus 
on high-risk areas. For example, 
auto-prioritizing branches or 
departments for deeper review 
based on fraud likelihood, previous 
audit scores, or transaction volume 
anomalies. 

 Continuous Control Monitoring 
(CCM): AI-driven systems 
can monitor key controls 24/7, 
sending alerts in real time when 
thresholds are breached. For 
example, detecting unauthorized 
access att empts, changes in vendor 
bank details, or back-dated entries 
immediately.

 Predictive Risk Intelligence: 
Using historical data, AI can 
predict where future breaches or 
compliance failures are likely to 
occur based on past trends. 

Th e following are the challenges and 
key considerations for using artifi cial 
intelligence in concurrent audit:

� Data Quality: AI is only as good 
as the data it learns from. Poor data 
can lead to inaccurate results.

� Change Management: Auditors 
must be trained to trust and 
interpret AI outputs.

� Ethical Use: Clear governance 
must be in place to avoid bias or 
misuse of AI tools.

� Integration: Aligning AI tools with 
legacy systems and  existing audit 
workfl ows can be complex.

Conclusion
Th e RBI-mandated concurrent 
audit system is one of the most 
comprehensive and unique real-time 
audit frameworks in the Indian banking 
ecosystem. It not only enhances 
transparency and governance but also 
acts as an early warning system to 
detect serious errors and irregularities.

As banks move deeper into digital 
transformation, the concurrent 
audit mechanism will continue to 

evolve, blending human expertise 
with machine intelligence to build a 
more resilient, secure, and compliant 
fi nancial system.
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