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Separate Audit Report of the Comptroller & Auditor General of India on the Accounts of
th¢ Employees’ State Insurance Corporation, Delhi for the year ended 31 March 2021.

We have audited the attached Balance Sheet of the Employees’ State Insurance
Corporation (ESIC) as on 31 March 2021, Income & Expenditure Account and Receipts and
Payments Accounts for the year ended on that date under Section 19(2) of the Comptroller and
Auditor General’s (Duties, Powers & Conditions of Service) Act, 1971 read with Section 34 of
the ESIC Act, 1948. These financial statements include the accounts of 120 accounting units of
the Corporation. Out of which, accounts of ESIC Headquarlers and nine units were audited and
comments thereof have been considered while finalising the report. These ﬁnaocial statements

are the responsibility of the management of ESIC. Our responsibility is to express an opinion on
these financial statements based on our audit.

2. This Separate Audit Report contains the comments of the Comptroller and Auditor

General of India (CAG) on the accounting treatment only with regard to classification,
conformity with the best accounting practices, accounting standards and disclosure norms, etc.
Audit observations on financial transactions with regard to compliance with the Law, Rules &

Regulations (Propriety and Regularity) and efficiency-cum performance aspects, etc., if any, are

reported through Inspection Reports/CAG’s Audit Reports separately.
3. We have conducted our audit in'accorda.nce with auditing standards generally accepted

in India. These standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatements. An audit
includes examining, on test basis, evidences supporting the amounts and disclosure in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management as well as cvaloating the overall presentalion of

financial statements. We believe that our audit provides a reasonable basis for our opinion.
4.

i)

Based on our audit, we report that:

We have obtained all the information and explanations, which to the best our
knowledge and belief were necessary for the purpose of our audit;

ii) The Balance Sheet, Income & Expenditure Account and Receipts & Payments
Accounts dealt with by this report have been drawn up in the format prescribed by the
Government of India, Ministry of Finance.

iii) In our opinion, proper books of accounts and other relevant records have been
maintained by ESIC in so far as it appears from our examination of such books.

iv) We further report that:



A Significant Accounting Policy (Schedule - 24)
AN As per Significant Accounting, Policy No. 3, depreciation on Fixed Assets is provided
on Strapht Line Method at the rate specified in the Companies Act, 2013. However, scrutiny of
records revealed that ESTH, Jhilmil had charged depreciation on Written down Value Method

mstead of Straight Line Method cvery year. This obscrvation wasg also pointed out in the

previous report for the year 2019-20.

B. General

B.1 Reporting Requirement of the ‘Accounting Manual of ESIC’ specifies that the other

than cash book as primary books of account, all Accounting Units will maintain Personal
Ledger, General Ledger of all heads of Income and Expenditure.

The units (ESIC Headquarter, SRO Okhla and SRO Nandnagari) had prepared Mothly Receipt
& Payment Accounts on the basis of the transactions made through vouchers/contingent bills for
the year 2020-21. The details of the consolidated status provided in head-wise figures of the
receipt and expenditure in the Account were not maintained in any register or ledger duly

verified by competent authority.

In its reply, the ESIC stated that the necessary instruction will be issued to all accounting units in
the cwrent financial year. .

B.2 All units of ESIC including Headquarter are preparing monthly accounts in the format

devised by ESIC Headquarter which contain heads for receipts, payments, assets as well as
liabilities of the year. However, the consolidated assets & liabilities of the units are not
ascertainable from their respective accounts, as Balance Sheet is not being prepared by the units.
The units therefore, may prepare Income & Expenditure Account and Balance Sheet.

The ESIC stated that the complete details of the assets and liabilities are maintained in the field
units and ERP system is stabilized in the ESIC in which complete details will be available on
real time basis.

Reply is not tenable as test check of consolidated account and units’ accounts revealed that the

party-wise and period-wise details of advances etc. were neither maintained at unit level nor
unit-wise at ESIC headquarters level.

B.3 The ESIC has deducted the cost of land — freehold worth 213.61 crore on account of

transfer/acquisition of five lands situated at Kozhikode, Kannur, Thrissur and Coimbatore during

the period 2020-21. In this regard:



(1) Details of the transfer/acquisition of land was not disclosed either in the foot note of

the respective schedule or in the Notes to Accounts of the Annual Accounts;
(i) Detailed status of the loss/gain on account of the transfer/acquisition of five lands

including documents related to deduction of 26.07 crore (Kannur) and 26.07 crore (Thrissur)
were not provided.

B.4 Difference in the figures — Fixed Assets

It 1s noticed that the capitalized value of “Construction of 100 Bedded ESIC Huspital at Udaipur,
Rajasthan” was taken ¥56.31 crore instead of ¥77.25 crore inadvertently, resulted in

understatement of capitalized value by ¥20.94 crore and understatement of depreciation thereon.

B.5 Bank reconciliation Statement

Bank reconciliation Statement is an important tool of Internal Control. Scrutiny of Bank
Reconciliation Statements (BRS) of the ESIC Headquarter and 26 Regional Office/Sub-regional

Office/Hospital/Branch units level revealed the un-reconciled amount (shown in Annexure - II)
on which action needs to be taken.

B.6 Differences in the figures of ESI Provident Fund account - There are differences in

the figures of ESI Provident Fund Aécount as shown in the Receipts & Payments Accounts of
GPF, GPF Broadsheets/Ledgers and those shown in Schedule — 3 (Earmarked Funds) of ESIC
Accounts. This needs to be reconciled. The details are given in the Annexure — III.

In its reply, ESIC stated that the differences will be reconciled and adjusted in the current
financial year i.e. 2020-21.

C. Grants in aid

No Grant/loan was received by ESIC from the Government during the year 2020-21.

D. Management Letter

Deficiencies which have not been included in the Audit Report have been brought to the notice
of management of the ESIC through a management letter issued separately for
remedial/corrective action.

) Subject to our observations in the preceding paragraphs, we report that the Balance
Sheet. Income and Expenditure Account and Receipts and Payments Account dealt with by this
report are in agreement with the books of accounts.

vi) In our opinion and to the best of our information and according to the explanation

given to us, the said financial statements, read together with the Notes on Accounts and




/

/

-Significant Accounting Policies, and subject to the significant matters stated above and other
maftars mentioned in Annexure — [ to this Audit Report, give a true and fair view in conformity
with accounting principles generally accepted in India:

a. In so far as they relate to the Balance Sheet of the state of affairs of the Employees’ State
Insurance Corporation as at 31 March 202 1; and

b. In so far as they relate to the Income & Expenditure Account of the surplus for the year ended

on that date.

For and on behalf of C&AG of India

(o (vo T

(Ashok Sinha)
Place: New Delhi Principal Director of Audit
Date: 24 {]. 8081 (Health Welfare & Rural Development)



Annexure J
I. Adequacy of Internal Audit System
a) The ESIC has an intemal audit department which plans and conducts audit of all field
offices on quarterly basis. Out of 120 units. 56 units were audited during 2020-21.
b)  "The follow up is deficient as 27189 audit paras of Internal Audit and 1328 paras of External
Audit were outstanding as on 31.03.2021. '

2. Adequacy of Internal Control System - The internal  control  requires  further
strengthening as:-

a) ESIC Headquarter, SRO-Okhla, and SRO-Rohini had not maintained the Fixed Assets
register and Stock Register properly in the format prescribed in GFR Form 40 and GFR Form 41.
b) Fixed Asscts (ESIC Ilcadquarter): The ESIC Headquarler has charged deprecialion on the
opcning balances and purchases of fixed assels during the period 2020-21. Disclosurc of the
balances in the opening balance of Fixed Assets and Depreciation charged was nof shown
separately (Annexurc-I: Fixed Assets). The same may be worked out & disclosed separately
under each heads of assets.

¢) The ‘SRO. Nandnagari had disclosed Fixed Assets of Z 31.77 lakh as on 31* March 2021.
These details were not maintained in prescribed format for the Fixed Assets Register. Therefore,

these figures could not be verified with records in audit.
d) The ESIC Headquarter has shown the value of books but totaling of the accession register was

not done at any stage as on 31* March 2021.
e) Period —wise collection of the contribution /interest was-called for to verify the current/prior

period contribution collected by ESIC, as per their accounting policy, but the same were not

provided.
3. System of pliysical verification of fixed assets
Physical verification of fixed assets is not being done regularly by all its units.

a)
Physical verification of Books and Publications of ESIC Headquarter is being conducted

h)
once in 3 years and it was [ast conducted in December 2018 for the years 2015-18.
4. System of physical verification of inventory

I'he physical verification of stationery and consumable items of ESIC Headquarters had not been

conducted for the year 2020-21.
S. Regularity in payment of statutory dues

As per the accourts, the status of no statutory due over six nionths was outstanding as on

31.03.2021 provided to audit,
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Anncxure 11

(Amount in %)

N : Amo_unt Amount [ Excess | Amount | Annexure ' Transactio
. ; Credited | debited in | shown in debited by E ns/adjustm
0. by Bank cash book | the Bank Bank but Amount | ents

, . but not but not closing not taken in | taken in | pertaining

i 7 takenin | debited by | Balance Cash Cash for the

Py cash book | the Bank |(Annexure | Book(Annex | Book but | period

. | (Annexur | (Annexure 6)) ure D) not

r eA) B) debited

A by Bank

{1 | ESIC. 491896 7517533 70871 425405 - 2020 to

{ | Ieadquarter (Annex-F) | (Annex-A) (Annex-B) | 2021

(Account No. ;

, [1084244187) ;

| 2 | RO Faridabad - - - 6521948.20 - ‘ 2011 to

§ , | 2021

3 | RO Telangana - 1612255 - 8963023.22 - l 1991 to

‘ 2021
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Annexure I

Particulars

VAs

(Zin crore)

per | As per ESIC [ As per GPF Broad

GPF Accounts Sheet/ Ledger Accounts
\ Accounts Schedule - 3 | made available to audit
| (Earmarked Funds) o
‘I Opening Balance 1091.08 1106.48 1091.25
1 01.04.2020 (A) S—
| Reecipt 2020-21 (B) 168.69 ) 168.91 168.61
| Interest 2020-211 76.06 76.66 76.79
| Sub Total D (A+B+C) 1336.43 1352.05 1336.68
‘! Payment 2020-211 175.26 175.21 175.52
{ Closing Balance 1161.17 1176.84 1161.16
| 31.03.2021
| (D-E)
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