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Sepéxrate Audit Report of the Comptroller & Auditor General of India on the Accounts
of the Employees’ State Insurance Corporation, Delhi for the year ended 31 March
2020.

We have audited the attached Balance Sheet of the Employees’ State Insurance
Corporation (ESIC) as on 31 March 2020, Income & Expenditure Account and Receipts &
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 account of 117 accounting
units of the Comoration. Out of these, accounts of ESIC Headquarters and six units were
audited and comments included in this report. These financial 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 accordance with audiling slandards 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 misstatcments. 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 evaluating the overall presentation of
financial statements. We believe that our audit provides a reasonable basis for our opinion,

4. Based on our audit, we report that:

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

i) 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.

111) 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:-



S

A, Contingent Liabilities and Notes on Accounts (Schedule - 25)

Al Scrutiny of records revealed that Medical benefit under ESI Scheme is provided
through respective State governments and cost is shared between ESI Corporation and State
Government in the ratio 7:1. However, with effect from the financial year 2019-20, entire
expenditure on ESI Scheme incurred by the State Government within the ceiling is being
borne by ESIC for an initial period of three years (2019-20 to 2021-22).

This shift in the treatment of expenditure has not been disclosed in the Notes on Accounts.
The management stated that this disclosure : i will be done from the next year.

B. General

B.1 X 374.33 crore were shown as advances as on 31 March 2020 (Annexure - I) in the
Annual Accounts for the period 2019-20. The unit-wise breakup of the advances was not
provided to audit,

The Corporation stated that the party-wise details of all advances are maintained at unit level
only.

Further, scrutiny of the advances shown in the prescribed Monthly Report on Finance &
Accounts submitted by the units for the purpose of monitoring of the financial matters at the
Headquarter (Corporation) of the selected units revealed the following:

(i) X 33.39 crore (in 1307 cases) and I 83.26 crore were shown outstanding from
LTC & TA Advances (Gazetted/Non- Gazetted) and Advance to construction
third parties (DMD) etc. as on 31 March 2020. The head-wise and period-wise
details of the advances were not provided to audit.

(1) Further, in case of ESIH, Jhilmil, advances of ¥ 9.01 crore paid to the various
parties were lying unadjusted for more than 32 years (from 1988 to 2020)
pertaining to DAVP, DGS&D and Super Specialty Treatment for beneficiaries
etc., as on 31 March 2020. The outstanding advances need reconciliation with the
parties and action may be taken fornearly settlement.

(iii) In case of Headquarters, the period-wise advances available as on 31 March 2020

were not provided to audit.

B.2 Differences were noticed between the figures of accounts and the records of ESIC as

detailed below:-

(X in crore)

Head of Accounts Figure as per | Figure as per | Difference
accounts record/furnished to
(Schedule - 8) | audit




i;:y;gi A,s_'sc@ts,}}?jjé;c'p’plg land | 115,53

Fixed Assets -Lcasch(;ld 3509

Fixed Assets-Building 849857

S L

Fixed Assets-Plant & | 154033
- | Machiner

Lachinery _ =

These differenceg need to be reconciled

B.3

1 159.43
iso.ﬁ“' o
7549.46

| (Annexure - 111)
1186.93
(Annexure - 10

3534
1

—_—

Differences in the figures of ESI Provident Fund account

3
(Earmarked Funds) of ESIC Accounts. This needs to be reconciled,
: 3 in crore
Particulars As per Wper ESIC | As per GPF Broad
GPF Accounts Sheet/ Ledger
Accounts Schedule - 3 Accounts made
(Earmarked available to audit
Funds)
| Opening Balance 01.04.2019(A) | 1024.93 1040.33 102493
Receipt 2019-20 (B) 171.13 171.13 171.21
Interest 2019-20 © 180.42 80.42 80.29
Sub Total D (A+B+C) 1276.48 1291.89 1276.44
. | Payment 2019-20 (E) 185.40 185.41 185.15
Closing Balance 31.03.2020 1091.08 1106.48 1091.28
(D-E)

The corporation stated that the differences would be reconciled and adjusted in the current

year 2020-21.

C. Grants in aid

No Grant/loan was received by ESIC from the Government during the year 2019-20.

D. Management Letter

Deficiencies which have not been included in

notice of management of the ESIC through a management letter issued separatel

remedial/corrective action.

V.

the Audit Report have been brought to the

y for

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
n

; or Wi . and
given to us, the said financial statements, read together with the Notes on Accounts

3



~ Sign’iﬁcant Accounting Policies, and subject to the significant matters stated above and other
matters 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 2020; and 4
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

T (il

Place: New Delhi Principal Director of Audit
Date: 20l11}2020 (Health, Welfare & Rural Development)
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Annexure

1. Adequacy of Internal Audit System

. The Corporation has an internal audit department which plans and conducts audit of

all field offices on quarterly basis. Out of 117 units 73 units were audited during 2019-20.
. The follow up is deficient as 38324 audit paras of Internal Audit and 1560 paras of
External Audit were outstanding as on 31.03.2020.
2. Adequacy of Internal Control System
The internal control requires further strengthening as:-
6] ESIC Headquarter, ESTH Basaidarapur, ESIH, Jhilmil and DMD had not maintained
the Fixed Assets register and Stock Register properly in the format prescribed in GFR Form
40 and GFR Form 41.
(ii)  Cash book: Blank pages found inside the cash book between every two months as per
details below:-
. Page 1n0.25 to 30 between October, 2019 to November, 2019;
. Page no.53 to 57 between November, 2019 to December, 2019;
. Page n0.80 to 82 between December, 2019 to January, 2020;
. Pageno.113to 114 hetween December, 2019 to January, 2020;
J Page no.135 to 139 between January, 2020 to February, 2020
(iiiy Bank Account maintained: The Corporation has maintained bank accounts for their
transactions at the Headquarter and units level. The Headquarter had maintained bank account
without availing the auto sweep facility in the fixed deposits.
(iv)  Fixed Assets (ESIC Headquarter)
The ESIC Headquarter has charged depreciation on the opening balances and purchases of
fixed assets during the period 2019-20. Disclosure of the balances in the opening balance of
Fixed Assets and Depreciation charged could not be shown assets separately (Annexure -I:
Fixed Assets). The same may be worked out & disclose separately under cach heads of assets.
(v) Accession register
The ESIC Headquarter, ESIH Basaidarapur, ESIH, JThilmil has shown the value of books but

totalling of the accession register was not done at any stage as on 3 1* March 2020.

(vi)  As per Significant Accounting Policy No. 3, depreciation on Fixed Assets is provided
on Straight Line Method at the rate specified in the Companies Act, 2013. However, scrutiny

of records revealed that ESIH, Jhilmil had charged depreciation on Written-Down Value

w



* ‘Method instead of Straight Line Method every year. This shows lack of internal control as the

depreciation policy should be adopted uniformly at all unit levels.

3. System of physical verification of fixed assets
° Physical verification of fixed assets had been conducted for the year 2019-20.
J Physical verification of Books and Publications of ESIC Headquarter is being

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

The physical verification of stationery and consumable items of ESIC Hgrs. had been
conducted for the year 2019-20.
S. Regularity in payment of statutory dues

As per the Accounts, no statutory due over six month was outstanding as on

31.03.2020.

RN



Advances of ¥ 374.33 crore

Annexure - [

Particular Advanc
es
(X In crore)
House Building Advance 0.81

Computer Advances

2.27
Other Misc. Advances 357.82
Advance of TA/LTC/DA on|13.43
transfer
Total 37433
Advances —X 83.26¢crore (DMD)
S. Types of Advances Cases Amount in
No. involved I
1 LTC & TA Advances (Gazetted) 8 733703
2 LTC & TA Advances (Non- |89 359032
Gazetted)
3 Advance to construction 11 298961
4 Third party advance 1049 81868066
83259762

Total
L




PARA WISE COMMENTS

OF THE EMPLOYEES’ STATE INSURANCE

CORPORATION IN RESPECT OF SEPARATE AUDIT REPORT ON THE ACCOUNTS
OF EMPLOYEES’ STATE INSURANCE CORPORATION, NEW DELHI FOR THE
YEAR 2019-20

SL.NO.

C&AG REPORT

ESIC COMMENTS

1.

We have audited the attached Balance Sheet of the
Employees’ State Insurance Corporation (ESIC) as
on 31 March 2020, Income & Expenditure Account
and Receipts & 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 account of 117 accounting
units of the Corporation. Out of these, accounts of
ESIC Headquarters and six units were audited and
comments included in this report. These financial
statements are the responsibility of the management
of ESIC. Our responsibility is to express an opinion
on these financial statements based on our audit.

Statement of facts.

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.

Statement of facts.

We have conducted our audit in accordance 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 evaluating the overall presentation of
financial statements. We believe that our audit
provides a reasonable basis for our opinion.

Statement of facts.

4. Based on our audit, we report that:

Statement of facts.




i) We have obtained all the information and |
explanations, which to the best our knowledge and
?elief were necessary for the purpose of our audit;
1) The Balance Sheet, Income & Expenditure
Af:count 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:-

. 4

A. Contingent Liabilities and Notes on
Accounts (Schedule - 25)

A1 Scrutiny of records revealed that Medical
benefit under ESI Scheme is provided through
respective State governments and cost is shared
between ESI Corporation and State Government in
the ratio 7:1. However, with effect from the financial
year 2019-20, entire expenditure on ESI Scheme
incurred by the State Government within the ceiling
is being borne by ESIC for an initial period of three
years (2019-20 to 2021-22).

This shift in the treatment of expenditure has not
been disclosed in the Notes on Accounts. The
management stated that this disclosure will will be

done from the next year.

B. General

B.1 ¥ 374.33 crore were shown as advances as on
31 March 2020 (Annexure - ) in the Annual

Accounts for the period 2019-20. The unit-wise

breakup of the advances was not provided to audit.

The Corporation stated that the party-wise details of
all advances are maintained at unit level only.
Further, scrutiny of the advances shown in the
prescribed Monthly Report on Finance & Accoupts
submitted by the units for the purpose of monitoring

of the financial matters at the Headquarter
(Corporation) of the selected units revealed the

following:
1) 7 33.39 crore (in 1307 cases) and ¥ 83.26

crore were shown outstanding from LTC &
TA Advances (Gazetted/Non- Gazetted) and

Audit observation has been
noted and accordingly the
same will be taken/disclosed
in Notes to Accounts in future.

Audit observation has been
noted and efforts will be made
to settled  outstanding

advances in time bound
manner.

Advance to construction third parties (DMD




iif)

etc. as on 31 March 2020. The head-wise and
period-wise details of the advances were not
provided to audit.

Further, in case of ESIH, Jhilmil, advances
of T 9.01 crore paid to the various parties
were lying unadjusted for more than 32 years
(from 1988 to 2020) pertaining to DAVP,
DGS&D and Super Specialty Treatment for
beneficiaries etc., as on 31 March 2020. The
outstanding advances need reconciliation
with the parties and action may be taken
fornearly settlement.

In case of Headquarters, the period-wise
advances available as on 31 March 2020
were not provided to audit.

B.2

Differences were noticed between the figures

of accounts and the records of ESIC as detailed

below:-
(R in crore)

Head of | Figure as | Figure as per | Difference
Accounts per record/furnished to

accounts audit

(Schedule -

8)
Fixed Assets — | 115.58 159.43 (-)43.85
Freehold land
Fixed Assets — | 25.09 50.37 (-)25.28
Leasehold land )
Fixed  Assets- | 8498.57 7549.46 949.11
Building (Annexure - I1I)
Fixed  Assets- | 1540.33 1186.93 3534
Plant & (Annexure - II)
Machinery

These differences need to be reconciled

It is clarified that the amount
in Annual Accounts are
reflected based on actual
payment and provision for
liabilities. Accordingly, the
figure in Annual Accounts are
correct. However, as
suggested by the Audit the
records of PMD will be
reconciled.

B.3

Differences in the figures of ESI Provident

Fund account

There are differences in the figures of ESI Provident
Fund Account 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.

(R in crore)

Particulars As per | AsperESIC | As per GPF
GPF Accounts Broad  Sheet/
Accounts | Schedule-3 | Ledger
(Earmarked | Accounts made
Funds) available to
audit
Opening Balance | 1024.93 1040.33 1024.93
01.04.2019(A)
Receipt 2019-20 (B) 171.13 171.13 171.21
Interest 2019-20 (C) 80.42 80.42 80.29
Sub Total D (A+B+C) | 1276.48 1291.89 1276.44

Payment 2019-20 (E) 185.40 185.41 185.15

It is clarified that the major
reason for difference in
figures of GPF as per ESIC
Financial Accounts and as per
GPF Accounts is that in 2012-
13, ESIC switched to accrual
basis of accounting and
accordingly accounting entry
of provision for salaries of
employees along with GPF
recoveries for the month of
March is made in Financial
Accounts of March whereas
GPF entry of the same is made
in GPF Accounts in April,
when salary of March is

......



Closing Balance | 1091.08 1106.48 1091.28

31.03.2020
(D-E)

The corporation stated that the differences would be

reconciled and adjusted in the current year 2020-21.

actually disbursed. That’s why
the amount of GPF receipts is
appearing more in Financial
Accounts.
payment of GPF is very less

Difference in

which is being reconciled on
continuous basis.

C. Grants in aid
No Grant/loan was received by ESIC from
the Government during the year 2019-20.

Statement of facts.

10

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.

Audit observations as pointed
out in management letter have
been noted and necessary
correction/compliance will be
made accordingly.

11

V. 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 matters 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 2020; and

b. in so far as they relate to the Income &
Expenditure Account of the surplus for the year
ended on that date.

Statement of facts.

Annexure

\

12

1. Adequacy of Internal Audit System

. The Corporation has an internal audit
department which plans and conducts audit of all
field offices on quarterly basis. Out of 117 units 73
units were audited during 2019-20.

. The follow up is deficient as 38324 audit
paras of Internal Audit and 1560 paras of External

It is mentioned that extensive
special audit drive for
examination of payment of
maternity benefits by all
Branch Offices of ESIC was
also undertaken during the
year 2019-20 by respective 29

Audit were outstanding as on 31.03.2020.

Regional Offices and 39 Sub




' Regional Offices. It is also
! mentioned that during the year
| 2019-20, IPAI was engaged to
conduct internal audit of Hqrs
Office (PMD related
payments) and four ESIC
Hospitals of Delhi NCR.

Since, during the year 2019-
20 ESIC had undertaken
special internal audit drive
which  has
accumulation of paras more

settled.

Further, follow up action is
being taken and all efforts are
being made to achieve
considerable reduction in
outstanding paras.

resulted in

than the paras settled during |
the year. During the financial |
year 2019-20 total 7,534
internal Audit paras were |
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2. Adequacy of Internal Control System
The internal control requires further
strengthening as:-

1) ESIC Headquarter, ESIH Basaidarapur,
ESIH, Jhilmil and DMD had not maintained the
Fixed Assets register and Stock Register properly in
the format prescribed in GFR Form 40 and GFR
Form 41.
(i)  Cash book: Blank pages found inside the
cash book between every two months as per details
below:-
o Page no.25 to 30 between
October, 2019 to November,
2019;
. Page no.53 to 57 between
November, 2019 to December,
2019;
. Page no.80 to 82 between
December, 2019 to January,
2020;
o Page no.113 to 114 between
December, 2019 to January,
2020,

made accordingly.

Pages are left for sticking
Bank reconciliation sheets
which has since been done.
Will be done timely in future.

Audit observation has been |
noted and compliance will be




|

r—! e Page no.I35 to 139 between
January, 2020 to February, 2020

(ii1)  Bank Account maintained: The
Corporation has maintained bank accounts for their
transactions at the Headquarter and units level. The
Headquarter had maintained bank account without
availing the auto sweep facility in the fixed deposits.
(iv)  Fixed Assets (ESIC Headquarter)

The ESIC Headquarter has charged depreciation on
the opening balances and purchases of fixed assets
during the period 2019-20. Disclosure of the
balances in the opening balance of Fixed Assets and
Depreciation charged could not be shown assets
separately (Annexure —I: Fixed Assets). The same
may be worked out & disclose separately under each
heads of assets.

(V)  Accession register

The ESIC Headquarter, ESIH Basaidarapur, ESIH,
Jhilmil has shown the value of books but totalling of
the accession register was not done at any stage as on
315 March 2020.

(vi)  As per Significant Accounting Policy No. 3,
depreciation on Fixed Assets is provided on Straight
Line Method at the rate specified in the Companies
Act, 2013. However, scrutiny of records revealed
that ESIH, Jhilmil had charged depreciation on
Written-Down Value Method instead of Straight
Line Method every year. This shows lack of internal
control as the depreciation policy should be adopted
uniformly at all unit levels.

Audit observation has been
noted for future compliance.

Relevant  information  is
available in headquarters
accounting unit and will be
shown to next audit.

Audit observation has been
noted for future compliance.

|

|

It is mentioned that the |
necessary adjustment will be
made by rectification entry in
the accounts of ESIC
Hospital, Jhilmil in current
financial year 2020-21.

14

3. System of physical verification of fixed
assets

° Physical verification of fixed assets had been
conducted for the year 2019-20.

Physical verification of Books and Publications of
ESIC Headquarter is being conducted once in 3 years
and it was last conducted in December 2018 for the
years 2015-18.

Statement of facts.

15

4. System of physical verification of
inventory

The physical verification of stationery and
consumable items of ESIC Hgrs. had been conducted

for the year 2019-20.

Statement of facts.

16

S. Regularity in payment of statutory dues
As per the Accounts, no statutory due over
six month was outstanding as on 31.03.2020.

Statement of facts.




Advances of ¥ 374.33 crore

7 Annexure -1

| Particular T Advances
‘ | (Z In crore) ‘
| ["House Building Advance 081 1
Computer Advances 227 ]
Other Misc. Advances 357.82 AW?
Advance of TA/LTC/DA on transfer 13.43 [
Total 37433 |
Advances — X 83.26¢crore (DMD)
S. Types of Advances Cases Amount in %
No. involved
1 LTC & TA Advances | 8 733703
(Gazetted)
2 LTC & TA Advances (Non- | 89 359032
Gazetted)
3 Advance to construction 11 298961
4 Third party advance 1049 81868066
Total 83259762

Statement of facts.

Statement of facts.
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I, FTAR. A, BDafd F AR #, |
Rt qall & spTe fRU T 29.01 S |
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