CHAPTER XI
CHALLAN PROCESSING AND DEFAULTERS LIST
Introduction : Every covered factory / establishment is required to pay the monthly contribution on

all items of wages paid to their employers within 21 days of expiry of the calendar month and to submit

a six monthly return (RC) as on 31st March and 30th September every year within 42 days of the end of the

half year called as contribution period. The C-6 register / ledger is designed to record the employer wise

receipt of monthly contributions and half yearly returns. The said register normally consists of 250 pages

and each page serves to record the entries for a period of 24 months (4 contribution period).

P 11.1 The Inspection Control Branch, on receipt of Employer’s Registration Form (Form-01) or Preliminary

Inspection (Survey) Report from the Social Security Officer, make entries in the C-1 register maintained

as per Para P.4.4 and  10.1.(a).While allotting the Code number to the employer, entries are made in the

Code number allotment register, coverage intimation letter (C-11) to the employer with 7 copies are

prepared and  the Employer’s file  along with the code number allotment register submitted to the Branch

Officer for his approval as explained in Paras P.5.5, 5.6, and 5.12. After his approval, the C-11 letter is

despatched to the employer, copies to the SSO, Branch Manager, C-6 Branch, and EDP Centre. Thereafter,

entries are also made in the Watch over of Inspections or Inspection control register to watch and regulate

the inspection of those covered units as explained in Para10.1.(c). After completing all these actions, the

entire employer’s file containing  the noting portion, Employer’s registration form (Form-01) and or PIR,

along with other correspondence if any together with the office copy of the C-11, is sent to the concerned

Insurance Branch through the Branch internal Dispatch Register for further action.

P 11.2. ACTION IN INSURANCE BRANCH:  On receipt of the Employer’s file, the receptionist (LDC/

UDC) enters its code number in the branch coded register and sends it to the concerned Dealing Assistant.

The D.A. will make entry in his Code register, 45-B(Arrears Register), 45-C (Defaulter’s) Register. Then

he has to put up a standard letter to the employer calling for the compliance in the prescribed form which

has been either printed or cyclostyled and supplied to all the Dealing Assistants.  After completing this

action, the file is sent to the Record Sorter for keeping in the regular run of files. It is in this Code file,

every paper connected with this employer, all the correspondence including IRs of the unit is dealt with

and , Review of the file is carried out and the file is expected to provide complete history  of all the

developments/happenings of the unit right from its coverage.

P 11.3 ACTION IN C-6 BRANCH: The Branch maintaining the C-6 Ledgers is called the C-6 branch.

C-6 ledger is designed to record the employer-wise receipt of monthly contributions and return of

contributions for each contribution period. The register normally consists of 250 folios and each folio will
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have two pages one on the left hand side for recording the monthly receipt of challans  for regular

contributions and receipt of return of contributions. The right side folio is for recording the payments

other than the regular contribution such as interest, damages, and arrears on misc. payments. Each folio

serves to record the receipt of contributions for a period of 24 months and Return of contributions for 4

contribution periods. A separate folio may be allotted to each employer and also to each immediate

employer/branch having separate sub-code number. If an employer is making more than one payment in

a month due to employment of immediate employers/contractors or due to existence of branches, providing

separate/sufficient folios in C-6 ledger depending on the number of challans per month/number of immediate

employers/contractors without separate code number may be considered. Allotting sub-code number in

all such cases to the immediate employers and branches may be considered and done by the Insurance

Branch. The employer’s details such as name, address, code number, date of coverage, number of

employees, authorized bank for depositing the contributions, branch office allotted for submission of

returns etc., are to be filled in on receipt of C-11 copy from the Inspection Control Branch/sub-code

number allotment letter from the Insurance Branch, in the folio allotted to that employer. Additional

information such as closure of the factory, doubtful coverage, court stay etc. as and when received from

the concerned insurance branch may be recorded in red-ink. The Register is maintained code number-

wise. An index showing the code number, name of the employer and the folio number is to be maintained

at the beginning of the Ledger. A fly leaf is also kept in the front page of the Ledger for its periodical

review. Each folio is to be numbered and a certificate of opening of the ledger in the prescribed form is to

be recorded at the beginning showing the number of folios serially numbered from 1 to …., and the date

from which the  Ledger has been brought in to use.

P 11.4. Receipt of paid challans in the conventional method of payment of contributions, in C-6 branch:

Monthly payment of contributions made by the employers in the link branch of the bank allotted to them,

is credited by the main branch of the bank to ESI Fund Account No.1, and the quadruplicate copy of each

challan is sent to the Finance & Accounts branch twice a week, along with a computerized abstract in

duplicate showing the details of challans enclosed and the amount credited to ESI Account. After checking

the receipt of all challans shown in the abstract, and reconciling the totals, the Finance & Accounts

Branch enters them in their Account No.1 cash book and assigns a serial number to each challan. Thereafter

the challans along with a copy of the abstract are sent to the C-6 branch for posting the credit in the ledger

folios of the respective employers. This procedure is followed when the conventional method of remitting

the contribution through challans in selected branches of the bank is made by the employers. However,

wherever, the procedure for payment of contributions “on line” is introduced, the physical receipt of

challans, its posting in the Account No.1 cash book, and posting in the ledger folio of the respective

employers in the C-6 Ledger stands dispensed.  The procedure to be adopted in case of ‘on line payment’

is explained in the relevant chapter.
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1. A register showing the date of receipt of challans and the number of challans from serial no——— to—

— may be maintained and entries made in it as and when challans are received from the F&A Branch.

2. The Record Sorter serializes the challans code number-wise and inserts them in the C-6 Ledger at the

respective employer folio.

3. The Dealing Assistant to whom the Ledgers are allotted has to make posting of the challans in the

respective folio by entering the challan serial number, date of remittance, and the amount against the

respective month for which the contribution has been made and puts his dated initials. He should cross

check the code number and name of the employer on the challan with the folio in which he is making

entries to ensure the correctness of the folio and the month for which he is making the posting. In case the

challan represents the payment towards interest, damages or arrears payment, the entries are to be made

on the right side page of the folio in the relevant columns. All challans received must be posted in the C-

6 ledger within five working days of their receipt positively. In case no folio is found opened for any

challan, a fresh page may be opened and posting completed.  The name, code number and folio number

may also be entered in the index sheet. The employers’ account of all payments remitted to the Corporation

and returns submitted is reflected in the C-6 Ledger in their respective folios. The Ledger folio is, therefore,

like a pass book of the employer. Hence, care must be taken to ensure that wrong postings are not made by

the Dealing Assistant. After completion of the posting by the D.A., the Ledger may be passed on to the

checker for hundred percent checking the correctness of the entries made. The Dealing Assistant and the

checker are responsible for correctness of the entries made in the Ledger.

P 11.6 Challans with wrong code number or without code number: There may be cases, where the code

number or name is not tallying with the code number or name with the Ledger folio and some challans

may not contain the code number of the employer. All such challans may be taken out and kept separately

for their identification of correct code number with reference to their name. Till such time their correct

code number is identified and credit given to the respective employer’s account by posting in the Ledger,

all those challans may be entered in a separate register called “Missing Credits register” and the challans

may be kept in a separate bundle.

P 11.7 Action by the checker: Tally the code number and name of the employer on the challan with the

name and code number given in the folio, check the entries made by the D.A. with the details in the

challan i.e. date of remittance, amount and the month for which it is credited. Hundred percent of the

entries made by the D.A. is to be checked by the checker and put his dated initials against each entry

checked by him in red ink.
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P 11.8 Action by the Superintendent:  The Superintendent has to do 5% random checking of the challans

posted in the Ledger after completion of checking by the checker to ensure their correctness.

P 11.9 Checking by the Branch Officer: The Branch Officer has to do 2% of the challans posted to

ensure that the postings made are in order.

P 11.10. Random checking by RD/JD:  1% of the entries made may be checked at random by the Regional

Director/Joint Director.

P 11.11 Action at the end of each contribution period: At the end of each contribution period i.e from

April to September and October to March, total of the amount remitted for all the six months may be

struck with pencil. If for any month, the challan side is found blank without any entries, it indicates either

the employer has not remitted the contribution for that month or there may be a missing credit for that

month. Receipt of challans for such months may be verified with the “Missing credits register”. In case a

challan is found with improper code number or without code number, but the name and address of the

employer is tallying, the challan may be taken out from the ‘missing credit challans’ bundle, enter the

correct code number with red ink, and posting completed. In all the cases, where the credit of payment has

not been received, it is necessary to inform the concerned insurance branch for initiating recovery action

against the defaulting employer. For this purpose, a defaulters’ statement is to be prepared for each

contribution period.

P 11.12 Defaulters’ in payment of contributions Statement: A statement showing the list of defaulters in

payment of contributions for the complete contribution period or for one or more months thereof is to be

prepared at the end of each contribution period by the end of June and December  for the contribution

periods ended 31st March and 30th September respectively. The period of default must be specified in the

statement against each employer. It must be ensured that all the challans received in the branch up to 10th

June and 10th December for the respective contribution periods are posted in the Ledger and checking

completed before starting the preparation of the defaulters’ statement. Other-wise, it may not reflect the

correct position of default, and cases where contributions already paid, but posting not completed may

also get included in the statement resulting in unavoidable recovery action and harassment of employers.

The defaulters’ statements are to be sent to the respective insurance branches latest by 1st July and 1st

January for the contribution periods ending on 31st March and 30th September respectively, to enable

those branches to initiate recovery action from then onwards. Action on defaulter statement by the insurance

branches is explained in the subsequent paras.

P 11.13 Even after preparation of the defaulters’ statement, the late received challans for the expired

contribution periods and return of contributions must be posted first in the C-6 ledger on priority basis, so
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that before issue of C-18 (adhoc)/45-A order by the Insurance branches, they are in a position to verify the

compliance if any for the relevant period from the C-6 ledger. (Hqrs. D.O. letter No. Q-11-20/3/2003-Ins.

III dated 24-01-2003)

P 11.14 COURT STAY/DOUBTFUL COVERAGE AND CLOSED CASES:  Wherever intimation has

been received from the Insurance Branch regarding “Stay granted by the EI Court/High Court, Doubtful

coverage, permanent closure of the unit, or non-existence of coverable employees”, an entry may be

made in ‘RED INK’ in the respective folio of the employer in the Ledger, and such cases should not be

included in the defaulters’ statement.

P 11.15 Return of Contributions:  The employer submits the return of contributions in quadruplicate for

the contribution periods ending on 31st March and 30th September to the concerned Branch Office of the

Corporation within 42 days of expiry of the relevant contribution period i. e. by 12th May and 11th November

respectively. The Branch Manager returns the quadruplicate copy of the RC. to the employer duly

acknowledging its receipt, make entries in the receipt diary, watch over of RC register, verify the paid

challans, RC totals, and retain two copies of RC for their office use. The third copy is sent to the EDP

centre at Regional Office for generating the list of insurance numbers in respect of insured persons eligible

for the medical benefit and dispatched to all the Dispensaries/Director of ESI Medical Services. The EDP

centre after generating and dispatch of the list of insured persons eligible for medical benefit, transmit the

return of contributions to the C-6 branch for verification of the credit of contributions shown in the RC

and making entries in the C-6 ledger and their reconciliation with the challan entries  in the C-6 Ledger.

P 11.16 Action on Return of contributions by C-6 branch:

1. Action by Record-sorter:  Serializes all the RCs code number-wise and inserts at the respective folios

in the C-6 ledgers and pass on the Ledgers to the dealing assistant for posting in the Ledger.

2. Action by the Dealing assistant: Tallies the name and code number on RC with that of ledger folio,

and make entries in such a way that each payment shown in the RC is shown against the respective

month in the column provided in the ledger. The date of receipt of RC in the branch office and the

total of RC may also be entered in the columns provided for this purpose. If there is more than one

payment for any month, all the payments shown in the RC may be posted in that six monthly

contribution period. All the return of contributions received in the branch including the late receipt of

RCs for the earlier contribution periods should be posted in the C-6 Ledger at least with in 30 days

from their receipt in the branch.
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3. Points to be taken care of while posting of RC in C-6 Ledger: While posting RC in the Ledger, the

date of payment, and the amount for each payment shown in the RC is to be checked and tallied with

the payment particulars already posted  in the Ledger  and ticked by the DA in red ink. If there is any

change in date of payment or difference in the amount shown in RC, the correct date of payment and

amount as appearing on challan payment side in the ledger may be written on RC in Red ink, so that

insurance branch may take action to call for the short payment if any and take the actual date of

remittance of contribution while working out the interest/damages. If credit is not received in C-6 for

any of the payment shown in the RC, make a remark on RC in red ink “CNR” against that payment

or all such payments. Affix a rubber stamp “Posted in C-6-Vol___ Page____, credit verified” and put

the dated initials of the DA.  For any such discrepancies in RC when compared to the payments

position shown in the Ledger, a standard letter ticking the irregularities, may be sent to the employer

with a copy to the concerned insurance branch for watching the employer’s reply and initiating

recovery action to recover the non-payment/short payment if any.

 After completing this action, the Ledger may be sent to the checker for his checking. The checker will put

his dated initials on RC after his checking.

4
Reconciliation: The total of 6 months’ challans payment for the contribution period should normally

tally with the total of the RC. Variation if any should be reconciled.

5
Variation: The  variation in the total of six months challans payment and the total of the RC may be

of two types ; viz :

a) RC. total is more than the challan total,

The reason for variation may be due to :

(i) Credit for payment of contribution for one or more months or all the months have not been received

and thereby there was no entry on payment side for that month/s. Hence the total of the challans on

payment side is less than the RC total.

(ii) Employer submitted RC without making payment either for all the six months or for certain months,

in which case, there may be no payments on challan side either for all the six months or for a few

months.
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i)
There may be more than one payment for each month or certain months on challan side due to wrong

posting of interest/damages payments under regular contributions or due to payment of contributions

in respect of casual labour/contribution on misc. wages such as repairs and maintenance, payment

made to labour contractors/immediate employers etc.  But their names were not included in the RC

for want of details such as name or insurance number. Hence the payment side total is more than the

RC total.

Posting of RCs. made by the DA may be checked by the checker and random check made by the

superintendent.

P 11.17 Action on missing challans/credits:  If for any month or months, the challan side is found blank,

but the payment details for that month/s are available in the RC, then, the DA should make efforts to trace

out the missing challan. The name of the bank and the branch where the employer is remitting the

contribution is known from then information available in the folio. The DA may, verify the receipt of

challan from the computerized bank abstract copy received from the finance & accounts branch for the

relevant period. If the entry is found in it, and the challan traced out, entry may be made in the column

provided for the relevant month/s. Some time if the period or nature of payment is not specified, the entry

/posting might have been made on the other side of the folio where the entries relating to payment of

interest, damages and other arrears payments are made. This aspect may also be checked and any such

entries may be reversed. If there is no entry even in the computerized bank abstract, a note to the respective

insurance branch may be sent in the standard printed/cyclostyled form, which reads as follows. Action to

be taken on such U.O. notes is explained in the subsequent paragraphs.

C-6 BRANCH: REGIONAL OFFICE_______________.

Sub:  Missing Credit: M/s_______________________________Code No_________.

           Credit towards contribution for the month/s of ______________has not been received in C-6

Ledger. But, as per RC, payment of Rs.________________has been made for the relevant month/s.  Action

may be taken to call for the original bank challan from the employer and to get the corresponding credit

from the bank through the Finance & Accounts Branch.
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P 11.18 Posting of challans relating to interest, damages and arrears payment: While regular contributions

are posted on the left side page of the  folio, provision has been made for posting of all other payments

like interest, damages, arrears, and misc. payments on the other page of the  folio on right side. Care

should be taken to post all such payments under the appropriate columns on right side page..

P 11.19 Tampering of challans by immediate employers/contractors/consultants: Possibility of enclosing

fabricated/forged challans to the Return of contributions without actual payment of contribution by the

immediate employers/contractors/consultants can not be ruled out, in which case the payments on challan

side is found blank in the ledger while on RC side entry of payments for all the months is found. Posting

of all the RCs received in the Ledger and its reconciliation with the entries made on payment side reveal

such type of fraudulent/forged challans. In order to avoid occurrence of tampering of challans,vis-à-vis

enclosing fabricated/false challans, the following remedial steps may be taken :

i)
Undertake verification of C-6 Ledger on random basis for each contribution period in the month of

November and May of respective years and report should be sent to FC/IC and Director (Vigilance) by

30th Nov and 31st May respectively.

ii) Keep sufficient pages in C-6 ledger for the contractors engaged by the employer employing 250

employees or more.

iii) Compliance position by the contractors to whom separate code numbers have been allotted may be

ascertained / confirmed by the Branch Managers / SSOs for detecting any short payment / under payment

or interpolation in the challan figures.

iv) Print colored challans , as prescribed, in sufficient quantity for the use of employers

v) Ensure timely posting of challans received directly through the link branch in the accounts branch

and also timely posting of the challans received alongwith the RCs from the employers. In case any
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difference is observed such cases should be taken up promptly with the concerned employer as well as

with the Bank Branches of the SBI.

vi) Scrutiny of challans to the extent of 5% received in C-6 branch for entry in C-6 ledger both in respect

of challans received from link branch of the bank alongwith scrolls and those received from the employers

alongwith RCs for the purpose of reconciliation. This will be in addition to the 5% checking by the

Branch Officer.

vii) Verification to the extent of 2% by the Jt.Dir (F)/DD(F)/AD(F) of the Region in substitution of 1%

verification by the Regional Director without disturbing the quarterly tour programme of audit parties(

Hqr’s instructions no T-11/13/C-6/Ledger/2004/Ins-III dtd.5.5.05)

NOTE: Correct posting of Challans, and RCs, Reconciliation of both the figures, timely preparation of

Defaulters’ statement and proper maintenance of the Ledgers is the responsibility of the Dealing Assistant

and the checker. The superintendent should watch their performance and check to avoid accumulation of

posting of challans and RCs and to prevent delays and misuse of the Ledger. In case any Dealing Assistant

or the checker is on long leave, the Superintendent should distribute their work to the other D.As so that

the work is not held up leading to delay in the preparation of the Defaulters’ statement.

P 11.20 Action by Record sorter after posting and checking of challans and RCs in the C-6 Ledger : The

Record-sorter after completion of posting work and checking of challans, take out all the challans from

the Ledgers, and stitch them challan serial number-wise and date wise and keep the bundles under safe

custody.

The Return of contributions after completion of posting and checking are taken out from the Ledgers and

sent to the respective insurance branches periodically by entering them in movement of RC register.

Action on those RCs in insurance branch is discussed in the relevant paragraphs.

P 11.21 Review of register : The challans received from the Finance & Accounts branch are entered in a

register showing the date of receipt and number of challans received. Number of challans posted and

pending is also shown in the register. Similar is the case with the RCs received, posted and pending.

These two registers along with the C-6 Ledgers are to be reviewed by the branch and put up to the branch

officer every month.

P 11.22 Vigilance: An entry in the C-6 Ledger for recording the contributions, interest, damages etc., must

be duly supported by a paid challan received from the Finance & Accounts Branch with an assigned
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challan number and date. No unauthorized posting should be allowed in this Ledger. To prevent such

unauthorized entries in the Ledger, and accessibility of the Ledger to unauthorized persons, the ledgers

are to be kept in safe custody under lock and key when not in use. Persons not connected with these

Ledgers should not be allowed to handle them. Such instances if any should be brought to the notice of

the Superintendent and/or Branch Officer.

P 11.23 Statement of defaulters in submission of Return of contributions to the branch office: The Branch

Managers who are authorized to receive the Return of contributions directly from the employers shall

after expiry of the due dates for submission of RCs by the employers for each contribution period review

the “Watch over register for receipt of RCs” maintained by them and submit a statement showing the list

of employers who defaulted in submission of the return of contributions on or before the due date to the

concerned insurance branches at Regional Office for taking action against them. The employers who

defaulted in sending the RCs in time may submit the same late after the due date. A list showing all such

late submissions may also be reported to the insurance branches once in 15 days, so that the action if any

proposed against the defaulters based on the defaulters’ statement can be dropped.

P 11.24 Submission of RCs by the employers without attaching paid challans:  Some  employers may

submit the return of contributions to the Branch Office even without making payment of contributions.

Normally, the branch managers are not expected to receive the returns without the paid challans enclosed.

But some employers may send the returns by post, in which case, the Manager may accept the same, write

remarks in the receipt diary and watch over register “RC without challans-RC total Rs._____”. The

employer may be addressed to pay the contributions and submit the paid challans immediately to avoid

recovery and prosecution actions against them. A copy of this letter may be endorsed to the concerned

insurance branch duly indicating the total amount of contributions as per RC total, so that the insurance

branch may issue C-18 (actual) to the employer for that amount followed by issue of C-19 if not paid.

                            ACTION ON RECEIPTS IN INSURANCE BRANCHES

P 11.25 Action on RCs. (return of contributions) received from the C-6 branch as explained in Para 11.20:

If the payment of contribution has been made in time and return also submitted in time, there is no action

on such return of contributions. They may be filed. If the payments are made in time, but submission of

the return is delayed, a formal letter in the prescribed form may be issued to the employer inviting attention

to the provisions of Regulation 26 of the ESI (General) Regulations and adhering to the time limit prescribed

there in to avoid prosecution action under section 85 (g) of the Act. If the payment of contributions is

delayed then there is need to calculate and claim the interest as provided under Regulation 31-A. It is also

necessary to work out the damages as provided under Regulation 31-B and issue notice to the employer

to provide an opportunity of personal hearing and determine the amount of damages, as it is a penal
