CHAPTER XV
INSPECTIONS (LAW AND PROCEDURE)
Introduction: By the operation of the provisions of the Act  all the employers of the coverable Units are

required  to register their units and also the coverable employees of their units within the prescribed time-

limits. They are also required to remit the Contributions regularly and submit the returns strictly in

accordance with the Rules and Regulations under the Act.  The Corporation also monitors these aspects

especially, prompt coverage of all the coverable units and timely  registration of every coverable employee

in those units through a well established machinery known as inspections . The Act has categorically

designated specific authorities who only can undertake this task for the Corporation and they are known

as Inspectors. The job of inspections does not merely involve in enforcing coverage of units,  employees

and payment of contributions but also includes guiding the employers and employees wherever required

and also familiarize them about the  rights, responsibilities and benefits under the Scheme.   It is imperative

to  assist them in getting their bio-metric cards, medical and cash benefits. For this purpose, the Corporation

appoints  Social Security Officers, formerly known as Insurance Inspectors as provided under Section 45

of the Act.  Needless to emphasis that Inspections are the most important limbs of the Revenue Machinery

of the Corporation and the SSOs are the most essential cogs inasmuch as they are the field officers of the

Corporation who form the link between the Corporation and the Employers.

L 15.1   Provisions of Section 45: SOCIAL SECURITY OFFICERS, THEIR FUNCTIONS AND

DUTIES. –

 (1) The Corporation may appoint such persons as Social Security Officers, as it thinks fit, for the purposes

of this Act, within such local limits as it may assign to them.

(2) Any Social Security Officer appointed by the Corporation under sub-section (1) (hereinafter referred

to as SSO), or other official of the Corporation authorized in this behalf by it may, for the purposes of

enquiring into the correctness of any of the particulars stated in any return referred to in section 44 or for

the purpose of ascertaining whether any of the provisions of this Act has been complied with –

 (a) require any principal or immediate employer to furnish to him such information as he may

consider necessary for the purposes of this Act; or

(b) at any reasonable time enter any office, establishment, factory or other premises occupied

by such principal or immediate employer and require any person found in charge thereof to

produce to such SSO or other  official and allow him to  examine such accounts, books and
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other documents relating to the employment of persons and payment of wages or to furnish to

him such information as he may consider necessary; or

(c) examine, with respect to any matter relevant to the purposes aforesaid, the principal or

immediate employer, his agent or servant, or any person found in such factory, establishment,

office or other premises, or any person whom the said SSO or other official has reasonable

cause to believe to be or to have been an employee;

(d) make copies of, or take extracts from, any register, account book or other document

maintained in such factory, establishment, office or, other premises;

(e) exercise such other powers as may be prescribed.

(3) An SSO shall exercise such functions and perform such duties as may be authorised by the Corporation

or as may be specified in the regulations.

4) Any officer of the Corporation authorized in this behalf by it may, carry re-inspection  or test inspection

of the records and returns submitted under section 44 for the purpose of verifying the correctness and

quality of the inspection carried out by a Social Security Officer.

L 15.2   Officers authorized to perform the functions of SSO under section 45(2):

         In Regulation 102 of the ESI (General) Regulations 1950, the Corporation has authorized the

following officers to have the powers of inspection :-

      “The Director General, the Insurance Commissioner, an Additional Commissioner, a Regional Director,

a Joint Director, a Deputy Director, an Assistant Director and a Branch Manager shall have the powers of

inspection. In addition to the above Officers, the Director-General may by a written order, confer upon

any employee of the Corporation or any Government Officer, the powers of a Social Security Officer for

such period or periods as he may think fit”.

Thus, the SSO’s enjoy abundant powers in the matter of enforcement of production of records and gathering

all the requisite information . Basically, the Corporation officers including the SSO’s are public servants

within the meaning of Section 21 of the Indian Penal Code (45 of 1860)  under Section  93 of the Act.  The

SSO can enter the premises of any unit or other premises occupied by principal or immediate employer at

any “reasonable time” for carrying out enquiries related to inspection.  Thus, for a Movie Theatre, Bar or
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a pub, evening or night time could be reasonable time for ascertaining the coverage of the unit or its

employees, whereas,  for coverage of  milk dairies, Newspaper distribution shops and the like reasonable

time could be morning hours.  Thus, reasonableness of time and place for visits depends on the nature of

activities and peak-business timings of the units which could  be guiding  factors.

Further, the SSO is empowered to examine any person including the principal or immediate employer

found in the premises and ascertain facts on any matter relevant to the purpose of his inspections and can

record their statements.

The SSO can also demand any person found incharge of the unit at the time of his visit to produce all the

relevant records  to enable him to examine Account books and any other documents relating to the

employment of persons or payment of wages .  He can obtain any other information or document related

to the purposes of the Act.  Besides, he can take extracts from any register account book or any other

document that serves the purpose of his inspection.  If the books of Accounts and the connected records

like vouchers etc are maintained or kept in any other premises the SSO can visit such premises at any

reasonable time. No one can interfere, obstruct or otherwise prevent him from carrying out all these

legitimate work for any reason lest it should constitute a criminal offence. However, he has no powers to

call the records to his Office or any other place, unless the employer himself opts to do so. Similarly he

has no powers to seize the records or documents.

Section 85(f) amplifies that if any person obstructs any SSO or other empowered official of the Corporation

in the discharge of his duties he shall be punishable with imprisonment for a term which may extend to

one year or with fine which may extend to four thousand rupees or with both.  Section 85(A) lays down

that where this offence is  repeated after an earlier conviction for the same offence then the person

committing this repeat  crime shall be punishable with imprisonment for a term which may extend to 2

years AND with fine of five thousand rupees. Thus ,the SSO has well defined duties and also enjoys all

the required statutory safe-guards.

L 15.3  DUTIES OF SSO’s FURTHER EXPLAINED :  After re-designating the Insurance Inspector as

“Social Security Officer” vide ESI (Amendment) Act 2010 with effect from 1st June, 2010, his/her job

profile has been re-defined as follows:

He /She shall work as a Facilitator of Employers and IPs.

He/She shall ensure that all coverable employers and employees within his jurisdiction are

registered with the ESI Corporation.
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He/She shall provide necessary assistance to all the beneficiaries under the ESI Act in getting the

benefits for which they are eligible.

He/ She shall assist the employers in getting them and their employees registered, preparation of

monthly contribution records/ challan and in payment of contribution.

He/ She will also publicise the various benefits available under the ESI Act 1948 among the

employees and their families.

He/ She will conduct inspections in order of priorities, laid down in the Inspection Policy, in

force from time to time.

While conducting the inspection, he / She shall ensure that all the employees working in the

premises have been issued with the biometric cards. If he/ she finds any employee who is not

having biometric cards, he / she shall ascertain the reasons thereof and take necessary steps for

capturing their biometric data, preparation of biometric cards and delivery of cards to I.P through

Branch Manager.

He / She shall also discuss with the employees working in the premises, at the time of inspection,

about availability of benefits and shall make a report about their grievances, if any, on any type

of deficiencies in Benefit Delivery System.

The observation of Social Security Officer pertaining to the deficiency in services to the insured

persons may be conveyed to branch manager with endorse to Branch Officer, Benefit Branch.

He/ she shall carry with him/ her leaflets / publicity materials on the scheme to the extent possible.

(Headquarter’s instructions No. S-11/13/1/1/2009-Rev-II dtd. Sept. 2010 – Revenue

Instructin No. 6.)

ESIC REVENUE MANUAL

CHAPTER XV
L 15.4 NUMBER OF INSPECTION DAYS IN A YEAR :



INSPECTIONS (LAW AND PROCEDURE)
The total number of Inspection days in a financial year for each inspection division is worked out to 217,

taking 5 working days in a week.

(The policy of inspections is framed by the Corporation from time to time and communicated to all for

strict implementation. The present policy of inspections as communicated vide Hqrs. letter No.S.11/12/2/

2008-Revenue II dated 16th June, 2008 is detailed below under L.15.6).

L 15.5   DAY VALUE FOR INSPECTION/SURVEY WORK :

SSOs being field officers, are not required to sign the attendance Registers regularly.  However, their

attendance and performance is watched by their Fortnightly Diaries wherein  date wise work done is

explained and his/her work is assessed by the quantum and nature of  work done vis.a.vis  the yard-stick

prescribed by H.qrs  The SSO is expected to earn day value for the work done equivalent to the number

of days he has worked during the fortnight. Any shortage in day value shows that he/she has underperformed

during that fortnight. The regulation of shortage of mandays of SSO’s has been detailed/explained vide

headquarter’s instructions no. S-11/13/2/04-Ins.IV dtd. 11/2/2005 as follows :-

1. The Regional Director/Joint Director I/c shall ensure that Inspectors posted in the field are given

sufficient work so that they may not have excuse tht they could not give the required output because of

insufficient  work. Surplus manpower, if any, may have to be deployed wherever required. For such

diversion ex-post-facto approval of I.C. be obtained giving proper justification.

2. Assessment of mandays of Inspectors may continue to be done on receipt of weekly diaries from

Inspectors as per Hqrs. Office instructions.

3. Consolidated assessment of man days of Inspectors may be done on monthly/ quarterly basis and

Inspectors who are found deficient in giving required output in terms of mandays may be informed of the

result of monthly /quarterly assessment so that they may be able to make good the shortfall of mandays in

the forthcoming months/quarters. It may be made clear to them while conveying assessment of mandays

that failure to make good the shortfall, earned leave, equivalent to the shortage of mandays can be debited

or departmental action can be taken whichever is deemed fit in the facts and circumstances of each case.

4. The accumulation of shortage of mandays can be carried forward upto three quarters beginning from

the respective financial year.
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5. At the end of the fourth quarter, final consolidated shortage of mandays may be worked out by the

Deputy Director (Co-ord./Inspection.).

6. The Regional Director/JD (I/C) shall call upon the inspector to explain within the time as may be

specified therein as to why debiting EL equivalent  to shortage of mandays or disciplinary action or both

as considered fit and necessary should not be taken against him/her for reasons of shortage of mandays

which he / she failed to make good inspite of directions in the past. Thereupon the Regional Director/

JD(I/C) shall proceed with the issue on its merits and decide the issue either to debit EL equivalent to

shortage of mandays or disciplinary action or both – only once or twice in extreme cases. In the event of

deciding to debit EL equivalent to shortage of mandays the issue can be disposed off by administrative

order and disciplinary action- minor  or major as per procedure in the matter.

7. Thereafter for ever subsequent shortage of mandays action should be taken under major penalty procedure

and the issue decided as per procedure in the matter. Inspite of action taken, no improvement is observed

in his/her performance, RD / JD(I/C) may consider the desirability of shifting of the individual from

inspection. However, RD / JD(I/C) may condone the shortage of mandays once a year in the event of

shortage of mandays which is less than 5 days as on 31st March of that year with suitable warning and

necessary entries be made in service book.

8. The shortage of mandays may not be allowed to carry forward beyond 31st March of every year unless

he or she has put in a minimum service of 3 months in inspection at the material time.

9. On completion of review of consolidated shortage in mandays, the same may be intimated to concerned

Deputy Director (Admin) with relevant details for further action.

10. There shall be no condonation of shortage in mandays, other than the one mentioned above nor shall

the inspector be allowed to do inspection six months before superannuation.

11. Any other residual issues which are not specifically mentioned shall be addressed to headquarters for

clarification/ approval of the competent authority in the matter.

12. These instructions come into force forthwith.

N.B : AWARDING DAY VALUE FOR INSPECTION WORK BASED ON THE NUMBER OF

EMPLOYEES AND THE PERIOD OF INSPECTION WITH LEDGER VERIFICATION HAS BEEN

REPLACED UNDER THE “NEW INSPECTION POLICY 2008” EFFECTIVE FROM 1/7/2008,

WHEREIN, THE SSO SHOULD CONDUCT ATLEAST ONE SURVEY AND ONE INSPECTION
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EACH WORKING DAY IN SUCH A WAY THAT A TARGET OF 20 INSPECTIONS INCLUDING

LEDGER VERIFICATION AND 20 SURVEYS IN A MONTH IS ACHIEVED. THE PERFORMANCE

OF THE SSO’s SHOULD BE MONITERED ON MONTH TO MONTH BASIS AND THE SSO’s

WOULD BE ACCOUNTABLE FOR NON-PERFORMANCE / LOWER PERFORMANCE. (Hqrs. Instr.

No. S-11/12/2/2008-Rev.II dated 16th June, 2008).

L 15.6   Inspection Divisions/Area

The concept of fixing of geographical area with for each Social Security Officer was reintroduced from

1st November, 2007 vide Hqrs. letter No. S-11/12/2/2001-Rev.II dated October 30, 2007 so as to make the

concerned Social Security Officer of the area accountable for coverage of every coverable unit/employee

falling in that area. Accordingly, the responsibility of custody and maintenance of Employers’ files kept

in the Branch Offices/Inspectorate Office shall be vested with the Social Security Officer of the concerned

Area. Now, the rotation of Insurance Inspector Social Security Officers from one area to the other is being

done after a period of two years.

L 15.7 Maintenance of Inspection Office of the SSO :

The following instructions / guidelines may be noted for strict compliance:-

i) In some cases , the records are taken away by the concerned SSO to his residence instead of maintaining

the same at Inspection office. Removal of office records and keeping the same at the residence without

prior permission is highly irregular. In this connection attention is invited to Hqrs instructions no S-11/12/

2/87-Ins-IV dtd 3/2/89 given below.

ii) All the SSO should maintain their records including employer’s files at the Inspection office only. The

RDs / JD I/c should also immediately ascertain the cases where office files are kept at the residences of

SSO and initiate disciplinary action wherever such practice is in existence without any authorization from

Regional Director. They should ensure almirahs are provided to the SSO for the safe custody of records

and see that no files are kept in the residence.

iii) The SSO do not sign the records of the employers seen by them during the course of inspection.

Complaints have been voice in various employers’ for a regarding this matter.

iv) Proper record of inward and outward dak should be maintained at the Inspection office.
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v) Inspection should be conducted as per the approved tour programme. ( presently as per programme

submitted by SSO as per new Inspection policy 2008). If deviations become unavoidable , they should be

properly explained at the time of submitting tour diaries .

vi) Each SSO should carry his identity card while visiting the employers either for the purpose of inspection

or any other official work.

vii) After seeing the records of the employer , SSO should append his signature on the relevant record and

give a remark to this effect in the Inspection report as well as inspection books of the  employer giving

details of the name of the register and page no on which he has appended his signature.

viii) While handing over / taking over the charge of the inspection office , list of employers file and

pending dak alongwith note on important matters needing immediate attention should be prepared and

handed over to the new SSO and copy of such list should be sent to the Regional Office ( Inspection

Control Branch) alongwith chargesheet. ( Hqrs instruction no C-12/15/7/2/98-Vig dtd 8/2/99)

L 15.8 Maintenance of Inspection Office records :

It has been reported that some Insurance Inspectors are keeping employers’ files ( of inspection office)

and other connected records at their residences. This practice is highly improper and objectionable. Records

are to be maintained / kept in the respective inspection office itself. All the Regional Directors are ,

therefore, requested to issue suitable instructions to the Social Security Officers ( Insurance Inspectors)

advising them to maintain employers’ files containing office copies of inspection reports, communication

received from the Regional Office and other connected records and registers etc. at their respective offices.

All the SSO’s should normally have been provided with steel almirah for the safe custody of records. In

case any of the Insurance Inspectors has not been provided a separate room for inspection office but is

only sharing the room of a Branch Office Manager, the inspection office records may be kept in the safe

custody of the Branch office manager.It has also been observed that in the event of change in the incumbency

caused by the transfer etc; proper handing over taking over of the inspection office records by the concerned

Insurance Inspectors is not being ensured. The Insurance Commissioner therefore desires that all the

Regional Directors should make it imperative for the Insurance Inspectors to send proper charge report to

the Regional Office in the event of their transfer etc and the said charge report should contain the details

such as number of employers files handed over / taken over, registers, files containing instructions issued

by Regional Office from time to time on various subject, particulars of pending communications on

which actions are required to be taken by his successor etc. To start with, all the Insurance Inspectors may

be advised to send a list (as per enclosed performa) of employers’ files records/registers available as on

1.1.89 at their office, to the Regional Office immediately. At the end of every year up-dated list with
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necessary addition and deletion should be submitted by the Insurance Inspector. In the event of transfer

from the Inspection Division, charge report should accompany the list of files etc. handed over/taken

over. This aspect may be verified by the Inspecting officers of Regional Office at the time of routine

inspection of Inspection Offices. If need be, surprise inspection may also be resorted to, to verify whether

all the files and records are properly kept in the Inspection Offices.( Hqrs instruction no S-11/12/2/87-Ins

IV dtd 3/2/89)

L 15.9    CURRENT  INSPECTION POLICY :

(A)   In the  “New Inspection Policy 2008” communicated vide Hqrs. letter No. S-11-12-2-2008-Rev.II,

dated 16-6-2008, the units to be inspected by the Social Security Officer are selected by  the Regional

Office/Sub-Regional Office on the basis of the following priorities and lists communicated to the Social

Security Officer concerned well in advance so that they can plan the inspection/survey work in his/her

division.

        The Social Security Officer shall be free to move within his jurisdiction to complete the surveys and

inspections in this list. His tour programme in his area of operation does not require prior approval.

(B)  SELECTION PROCESS: Units to be inspected are selected as per the priorities fixed by H.Qrs  in

the following manner:

1.   INSPECTION OF NEWLY COVERED FACTORIES / ESTABLISHMENTS :

First priority will be given to inspection of newly covered factories/establishments within three months

from the date of communication of coverage. The SSO visiting the unit for the first time after coverage,

has to properly guide the Employer and Employees under the scheme and about proper up-keep of records

and filing of returns. This will help the Employers to acquaint themselves with various provisions of ESI

Act and further help them to ensure proper compliance under the Act. The SSO must also interact with the

employees and provide them the information about medical and cash benefits available under the scheme.

As regards cases pending for deciding Final Date of Coverage, the same may be decided on available

papers / documents by RDs / JD I/cs within three months from 1/10/2010 as per Hqrs. Instr. No. S-11/13/

1/1/2009-Rev. II dated 30/9/2010.

2.   CLOSED UNITS :

Second priority shall be given to inspections of those closed factories / establishments who have filed

closure report under Regulation 26(1)(b) of ESI (General) Regulations, 1950. The inspection of such
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closed units must be completed within three months of the receipt of closure intimation. This is necessary

to avoid unnecessary disputes, which arise only on account of delay.

3
LIVE DEFAULTING UNITS :

Next priority will be given to the Inspection of factories/ establishments which are live but defaulting

as per the “Defaulter Lists” for the Contribution periods ending March and September. ESIC Headquarters

has now given instructions to prepare monthly defaulters list. Analysis of monthly defaulters list should

be done regularly and if it is found that some employer is defaulting continuously for  three months than

his inspection should be immediately done.

4. CONTRIBUTION PAID BUT RETURN NOT SUBMITTED :

The next priority will be given to the inspection of to those live employers who have paid the

contribution but have not filed “Returns of Contribution with Self Certification” in time. During inspection

the employer must be advised to use the self certification scheme and file the Return of Contribution

regularly. The main objective of such inspections should be to guide the employer and to emphasize to

him that he must comply with law and that he should pay contribution regularly in time and should also

file Returns in time. (Factories / establishments employing less than 40 employees are required to submit

Return of Contribution with self certification in  Form 5 and Factories/establishments employing 40 and

above employees, are required to submit the return of contributions in the revised Form-5  duly certified

by a Chartered Accountant under the self certification system introduced from the contribution period

beginning from 1-4-2008 vide Hqrs. Instr. No. S-11/12/2/2007-Rev. II dated 14/3/2008.) The return of

contributions is required to be submitted to the concerned Branch office in quadruplicate within 42 days

from the expiry of each contribution period.

5. EMPLOYERS PAYING CONTRIBUTION REGULARLY AND

FILING RETURNS WITH SELF CERTIFICATION IN TIME :

Those employers who are submitting Return of Contribution in Form 5 as per

Hqrs. Instr. No. S-11/12/2/2007-Rev.II dtd. 14/3/2008 as mentioned above

would be subjected to inspections on random basis once in 3 to 5 years. The RD/JD I/c shall select the

units randomly in such a way that theInspections of all the employers are completed in a cycle of 3 to 5

years. The work of generating the random list will be done by the RD / JD I/c and will be given to the

SSOs for random checking.
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6. EMPLOYERS WHO ARE NEITHER COMPLYING NOR SUBMITTING RETURN OF

CONTRIBUTION :

The employers who are not complying with law and have neither paid the cntribution nor submitted

Return of Contribution  with Self Certification shouldbe inspected as soon as the matter comes to the

notice and should be dealt with severely under law and quick action for recovery of contribution, interest,

damages as well as filing of prosecution against them must be taken as per existing instructions.

7. SURVEYS OF UNCOVERED FACTORIES/ESTABLISHMENTS :

This is a continuous exercise. However intensive surveys should be conducted at least three times in

a year. Once in April-May, again in September-October and finally in December-January .Regular survey

is to be conducted based on the list of C-1 surveys communicated to the SSO and endorsements on C-2

letters addressed to the employers. Any new and uncovered units found functioning inn his area should

also be surveyed by the SSO. It is evident that the SSOs are responsible for detection of all the coverable

units in time and any qualifying unit lying uncovered for a long time would make him accountable. Help

of State government and Trade Unions should be taken in this exercise.

8. COMPLAINTS- INVESTIGATION/INSPECTION:

The complaints received from various sources would first be examined in Regional/sub-regional

office and its authenticity confirmed. If the complaint is found genuine:

a) In the first instance the employer should be called for ascertaining the   facts of the complaint.

b) There after, if the contents of the complaint are found correct, then the Employer should be

asked to take corrective steps in a given time frame.

c) If the employer has not taken corrective steps within the specified time frame, then detailed

investigation/inspection should be carried out and appropriate action under law should be taken.

(C) OTHER ASPECTS IN THE NEW INSPECTION POLICY 2008 :

        ( i)  The main objectives of the SSO is to see that all the coverable employees are covered under the

Act and to ascertain that all the components of wages are taken into account for payment of contribution.

For this purpose, besides verification of statutory documents like wage register, accident register, challans,

R.Cs etc., verification of books of accounts and knowledge of accounting procedure adopted by a particular
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unit is of great importance. Depending upon the situation prevailing in the unit being inspected, the SSO

has to examine the relevant Books of accounts to dig out the deliberately omitted wages. For this purpose,

they may examine Cash Book including Petty Cash Book, Journal, Ledger, Profit & Loss Account, Balance

Sheet, Income-Tax  & Sales-Tax Returns, etc. To ascertain the number of employees actually working in

a factory/ establishment the Time Office Record and / or Attendance Register must be inspected. In case

of Security Agencies/ Labour Contractors etc. checking the fund inflow / outflow is essential as per Hqrs.

Instr. No. P-12(11)-11/16/2002-Ins. IV dtd. 31/5/2002. In case of inspection of employers outsourcing

the work and engaging contract workers, information in the proforma circulated vide Hqrs. Instr. No. P-

12(11)-11/83/05-Rev. II dated 25/10/2007 shall  be collected invariably.

              (ii)  The SSO while visiting the units for survey / inspection will make it a point to meet the

Occupier / Chief Executive of the factory / establishment and hand over “observation slip” to him / her

under proper acknowledgement.  If occupier  / Chief Executive refuses to accept the observation slip, this

fact should be mentioned in the Inspection Report and the said observation slip should be sent to him /

her by Registered post with A.D. Even if there is no observation, this should be mentioned in the report

before obtaining the signature of the Occupier / Chief Executive of the factory / establishment. If it is

found that any contribution is payable on a particular amount which should have been included in wages

then it should be decided on the spot during inspection after  going through the documents. Tendency to

record observation that “further observation if any, will follow from Regional Office after further

examination of Records” must be avoided. Wherever an inspection is made it should be complete and

final observation must be recorded properly.

                 (iii)   Number of new units / employees covered, number of Indentity Cards / Biometric Pehchan

Cards got prepared and distributed to beneficiaries, omitted wages detected, level of compliance by factories

/ establishments , level of timely deposit of contribution and Returns by factories / establishments.,

verification of ledgers would form the important “performance parameters” to decide the performance of

each SSO. THE INSPECTION REPORT OF SSO WILL BE TREATED AS COMPLETE WHERE

LEDGER VERIFICATION IS CONDUCTED. THE SSOs AFTER CHECKING THE BOOKS OF

ACCOUNTS AS PER THE EXTANT INSTRUCTIONS ON THE SUBJECT WILL INCORPORATE

ALL THE DETAILS IN THE INSPECTION REPORT. The SSOs have to submit Tour Diary along with

Inspection Reports every fortnight to RD / JD I/c. A D.O. letter as per format enclosed to the New Inspection

Policy 2008 will also be addressed to RD / JD I/c every month (by the 7th of the next month) by the SSO

giving the details of the activity undertaken during the month under reference. The SSO has to append a

note in a monthly D.O. indicating  the steps he has taken for covering coverable units and coverable

employees and issue of TIC / PIC  and at the end of the financial year SSO will give a certificate that “NO

COVERABLE UNIT IS LEFT UNCOVERED AND NO COVERABLE EMPLOYEE IS LEFT

UNCOVERED IN A COVERABLE UNIT AND ALL HAVE BEEN ISSUED ESIC CARDS”. An SSO
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should conduct atleast one survey and one inspection each working day in such a way that a target of 20

inspections and 20 surveys in a month is achieved.

                   (iv)   In case of non-submission of records, on the first occasion the SSO will fix the next date

of inspection in consultation with the employer and issue  him a notice on the spot on which the signature

of the employer shall be obtained. If it is found that the employer is deliberately not showing records then

strict action should be taken against him and prosecution action be recommended to R.O. / S.R.O. The

officer sanctioning prosecution shall also keep in mind that prosecution is not filed as a matter of   routine

but only against chronic and willfull defaulters.

                      (v)   While visiting the employers premises, the SSO should take round of the premises and

interact with the employees with regard to their coverage / issue of Biometric Card / satisfaction level etc.

Where the SSO finds that the workers were not covered he will immediately get the DFs filled and hand-

over it to the Branch Manager concerned and TICs issued on the same day or the next day.

                        (vi) The main object of the New Inspection Policy is to create a sense of co-operation and

mutual trust amongst the stake holders i.e. employers, beneficiaries and the corporation. Our focus should

be to ensure that the coverable employees are covered and they get the benefits of the ESI Scheme, and

that the willfull defaulting employers are dealt with severely under law and employers complying with

law and filing their Returns regularly as per the Self Certification Scheme are not subjected to un-necessary

inspection. Besides, the Hqrs. Instr. No. 2/98 by letter No. S-11/12/1/74-Ins. IV dated 6/11/98 regarding

segregation of wage component, maintaining transparency and accountability of the SSOs and No. S-11/

12/2/2000-Ins.IV dtd. 5/12/02 regarding non-inspection of complying units as a matter of routine still

hold good.

L 15.10  Regarding segregation of wage component, maintaining transparency and accountability of the

SSOs (Hqrs. Instr. No. 2/98 by letter No. S-11/12/1/74-Ins.IV dated 6/11/1998):

The following guidelines are issued with a view to putting the principles of inspection in proper prospective :

(i)  The inspection by the SSO should be quiet transparent which can be ensured only by having open

interaction with the employer on all issues. The tendency to include in the report items of doubtful nature

which could have been settled by discussions with the employer should be totally avoided.

 (ii) As provided in the Regulation 102-A(ii) a note of all irregularities and illegalities discovered at the

time of inspection indicating therein the action, if any, proposed to be taken against the principal employer

together with the orders for their remedy or removal passed by an SSO shall  be sent to the Principle
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employer who is required to enter the notes and orders in the Inspection Book. Since the employers by

and large are not making the necessary entry in the Inspection Book as stipulated in the Regulation 102-

A(ii), the SSO must ensure that the shortcomings, irregularities, etc., are communicated to the employer

on the spot and the same entered in the Inspection Book by the employer in the presence of the SSO.

(iii)   When all the records are produced by the employer the SSO must conduct the inspection in a very

comprehensive manner and all the details of his observations should be clearly mentioned in the observation

note which it should be ensured that they are recorded in the Inspection Book by the employer.

(iv)  When wages on which contribuitins are likely to be payable (omitted  wages) are reported, the

existing instructions should be followed strictly (as mentioned under Chapter XII & Chapter XIII).

Accordingly, the  SSO in so far as possible segregate the wage element and report the same to the regional

office. Whenever he is sure of the fact that contributions are recoverable he should issue a “Spot Letter”

to the employer demanding contributions. In some cases it has been noticed that the total ledger balances

are reported to the regional office without making any effort to segregate the actual wages paid. Such

practice besides being a source of harassment to the employer throws avoidable load on the Regional

Office which has to do the work of segregation based upon the records produced by the employer. At the

time of inspection the employer also may be requested  to segregate the wage quantum which can be

checked by the SSO with the help of vouchers to the extent possible before reporting the same to the

regional office or issuing a demand letter to the employer on the spot. Generally, the question of

incorporating certain amounts culled out from the ledger should arise only when any item identified as

wages is disputed by the employer or the SSO is not sure about the nature of a particular payment when

large number of such items are noticed during inspection it is advisable for the SSO to request the employer

to keep ready the segregated figures which can be verified by making a repeat visit. Responsibility should

be fixed and appropriate action taken against such inspectors who make it a practice to quote the ledger

balances without making any effort to ascertain the wage quantum.

(v)  The SSO should submit the inspection report within the stipulated time i.e., within three days of

closure of fortnight to the R.O./ S.R.O as the case may be.

(vi)  On receipt of the Inspection Report from the SSO, the R.O/ S.R.O should immediately deal with the

same and send the descripancy letter or notice in form C-18 as the case may be within 30 days.

 L 15.11 Regarding inspection of factories / establishments as per New Inspection Policy (Hqrs. Instr. No.

S-11/12/2/2000-Ins.IV dated 5/12/2002) :

The following measures may be taken to ensure that no complying small factories /establishments are
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inspected except when selected for inspection by RD / JD(I/c) for specific reasons :

(i) The SSO may be advised to clearly mention in their fortnightly diary that the units inspected by them

are included in the list of inspectable units supplied by the R.O/SRO

ii) The SSOs may also be advised to mention on top of each inspection report the Sl.No. of the list of

inspectable units supplied by the RO/SRO in compliance with which the inspection has been conducted.

iii) The Inspection Control Branch should furnish the list of Inspectable units which are supplied to the

SSOs to the Revenue Branches also so that the concerned Revenue branches should be able to verify

whether inspection conducted was strictly as per list supplied to them .

iv) The Inspection Control Branch should also verify the fortnightly diary and inspection reports received

from the SSOs carefully to make sure that no inspection has been conducted by the SSOs which are not

included in the list of inspectable units supplied to them.

L 15.12  Continuance of coverage of an unit under the ESI Act  which has changed its ownership by

splitting different sections of the unit claiming each such section to be an independent unit. (Hqrs instructions

P-11/14/12/22/2001-Ins IV dtd 7.10.02) :

Some cases have come to the notice of this office that partnership firms engaged in hotel and restaurant

business anc covered under ESI Act report closure from a particular date and from the following day

different sections are leased out to different individuals who were formerly partners of the same firm.

This change of ownership  pattern overnight even if genuine, will not change the coverage since the

establishment continued to function without any closure.

The term ‘closure’ would indicate physical closure and cessation of business alongwith proper

termination of employees after paying them the statutory dues such as Gratuity, PF etc; surrender of

license under the Muncipal Act as well as Catering Establishment Act, surrender of commercial power

connection etc.

For coverage under ESI Act singularity of ownership is not a legal requirement. Separation of books

of account is also not a relevant factor. As long as the establishment continued to function with the same

name and goodwill, it should continue to be covered by virtue of section 1(6) of ESI Act.

The inspecting officers  and all concerned officers should be apprised of the above so that decision on

continuance of coverage of such units is correctly taken.
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P 15.1   Action in Inspection Control  Branch :

Based on the above guide lines, the INSPECTION CONTROL BRANCH collects the “Defaulter’s List”

(in payment of contributions)  from the C-6 branch, defaulters list in submission of returns from the

Branch Managers,  the list of newly covered units from coverage branch, list of closed factories from

Insurance branches,  list of complying units selected at random by RD / JD I/c for inspection and the list

of units against whom complaints have been received and after prioritizing the same prepares the list of

units requiring  inspection in each Inspection Division. The said list is communicated to the Social Security

Officers once in a quarter for conducting inspection. In case of any additional verification/enquiry/inspection

of units is required to be taken up as per orders of RD /JD (I/c),  the same shall be communicated to the

SSO separately. List of uncovered units figuring in the C-1 Register in the coverage branch may be given

to the SSOs for survey. In addition, the SSO may be advised to conduct survey of the units figuring in the”

periodical survey register” (for conducting survey once in two years) maintained in the Inspection Division/

Inspection Office and information collected from other sources like EPFO, CIF etc.

P 15.2    Action on the part of the Social Security Officer on receipt of lists from Regional/Sub-regional

office:

       The Social Security Officer may, on receipt of the list for inspections from Regional Office/sub-

regional Office and list of surveys,  cases requiring first inspection  already received  from the Regional

Office/sub-Regional Office;  plan his work, submit his tour programme to the Regional/Sub-Regional

Office and send advance intimation to the employers from the Branch Office to which his inspection

office is attached(wherever necessary, and carry out the survey/inspections without waiting for approval

of his tour programme.  The Social Security Officer has to give justification for any deviation from his

tentative tour programme.

The Social Security Officer may keep the following points in view during the course of inspection/

survey.

1. First inspection:

As already pointed out, the Social Security Office has to properly guide the Employer(s) and the

Employees about the scheme, Medical and cash benefits admissible to the employees including the facilities

available and relief available to the employer, maintenance of records, registration of all coverable

employees and obtaining Biometric cards for them, timely payment of contributions, and filing of returns.
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Penal provisions for non-compliance/delayed compliance including liability of interest and damages are

brought to the notice of the employer. This will help the employers to acquaint themselves with various

provisions of the Act and further make them to ensure proper and timely compliance under the Act. The

Social Security Officer must also interact with the employees, assist them in getting their Biometric cards

and provide them the information about the medical and cash benefits admissible to them and their family

members under the scheme.

2. Final Date of coverage:

The concept of provisional date of coverage has been done away with effect from 1st October, 2010.

All the units are to be covered finally based on the records verified by the SSO at the time of survey. In

case if a unit is coverable from an earlier period based on either test survey or otherwise, the coverage

would be proponed to a back date. Thus the SSOs need to take all precautions to verify all the necessary

records to firmly ascertain the exact date of coverage and also the quantum of contributions payable upto

the date of his visit.

However, there may be cases of provisional coverage prior to 1st October 2010 pending for deciding

final date. In all such cases, FDC may be decided on available papers / documents by RDs / JD I/cs within

three months effective from the date issue of Hqrs instructions S-11/13/1/1/2009 Rev-II dtd 30.9.2010.

 3. Closed units:

In case the unit is found closed, the address, Telephone Numbers, Bank Account particulars of the

principal employer/immediate employer may be ascertained for inspection of records. It is necessary to

examine the compliance till the date of closure to claim the pending dues if any. If the closure is temporary,

reasons there for, and its duration need to be known. If any residuary staff is employed during the temporary

closure, compliance in respect of them must be called for. If the closure is permanent, reasons for it, how

the factory, machinery and other fixed assets were dealt with/disposed of, whether intimation to the

Registrar of Companies/Registrar of firms/Inspector of Factories/Labour commissioner was sent for

cancellation of the license, power was disconnected or not to be verified. Was it a closure or splitting up

of units in to different establishments to avoid coverage, etc. is to be taken care of and all facts reported.

The permanent postal address of the principal employer may be obtained and reported to claim the dues

if any and to make further correspondence. In case a new unit is found functioning in its place, its coverage

under old code number continuously, and the liability of the new employer for any old dues under section

93-A of the Act may be examined and reported. If the coverage of the new unit is to be examined afresh,

the same may be done and survey report submitted.
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The purpose of inspection of a defaulting unit is to ensure that coverable employees are covered and

they get benefits of the ESI Scheme, and that willful defaulting employers are dealth with severely under

law. In addition, claim the contribution payable but not paid on the basis of verification of records, besides

guiding the employer for proper compliance in the interest of their employees in getting timely benefits,

and avoiding prosecution action/payment of interest and damages. The Social Security Officer should

emphasize to the employer, the need to register all coverable employees, pay contributions and file returns

with self certification in time.

5. Complaints investigation/inspection. :

Depending on the nature of complaint, a detailed verification of records, eliciting information from

the persons involved, circumstantial evidence etc. need to be gathered and the facts reported  along with

the opinion of the Investigating Officer(s) (Social Security Officer / Branch Officer).

6. Survey:

Intensive survey based on the list prepared from the C-1 register and supplied by the Regional/Sub-

Regional Office  and uncovered units noticed by the SSO may be carried out in the months of April-May,

September-October and December-January as per the New Inspection Policy, 2008. This is in addition to

the surveys done during normal course. The Social Security Officer should ensure at the end of the

financial year that no coverable unit in his area of jurisdiction was left out.

(NOTE: See chapter V- P 5.5 – Survey/Intensive survey Guidlines).

P 15.3. Inspections: General guidelines:-

a) While visiting the employer’s premises, the Social Security Office should take a  round of the premises,

and interact with the employees with regard to their coverage/issue of Bio-metric Pehchan card/satisfaction

level/difficulties, if any, in getting medical and cash benefits etc. Special care should be taken to ensure

that the fringe workers doing miscellaneous items of work, like persons engaged on the work of dish-

washing, table cleaning in Hotels, pumping of water, watering the plants in gardens maintained by the

factories, cycle stand boys etc., are all properly covered.

b) Where the Social Security Officer finds that the workers were not covered, he will immediately get

the Declaration forms filled in and hand over to the Branch Manager for issue of TIC to the employees
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concerned directly.  In areas where the ‘online’ system is introduced, the employer may be pursued to

submit the declaration form of those employees on line and to get the insurance numbers/TICs. The SSO

may assist the employer/employees in this process and getting the bio-metric Pehchan Card  for all the

employees. Such cases need to be meticulously pursued till the process is completed.

c) The purpose of the inspection is to ensure that all coverable employees are covered under the Act,

and all the components of wages are taken into account for payment of contribution.  Keeping this in

view, the Social Security Officer should verify all relevant records including the Books of Accounts to

find out the omitted wages, if any. For this purpose, he may examine the cash book, petty cash book,

Journals, Ledger, Profit & Loss Account, Balance sheet, Income Tax return/ Sales Tax return etc,. besides

the other basic records like attendance and wage/ salary register. To ascertain the number of employees

actually working in the factory/establishment, the time office records and attendance register must be

inspected.

d) In case of inspection of security Agencies/Labour contractors etc., it is extremely vital to ascertain

that there is/was a proper contract for a specific item of work and all the details are spelt out in the

contract deed and  the amounts paid to them during the period of contract are accounted for in their books

of Accounts of the contractors and the wages amounts booked are in proper proportion to the amounts

received  . Any steep difference or variation between the amounts received by the contractors and the

wages accounted for payment of contributions need to be carefully identified and anlaysed. Doubtful and

prima-facie cases of under payment of contributions are to be brought to the notice of Regional Office

with full particulars of the records and page numbers of the Account Books from which the details are

extracted. They are to be signed at respective places/pages. The evasion by the security and labour

contractors particularly with reference to the guards and employees provided to non covered units in

implemented areas is possible. It is also possible that wages paid to coverable but not covered employees

are camouflaged and shown separately in the Books of Accounts from wages paid to covered employees.

To check all these evasions, verification of funds received by such security agencies/labour contractors

with list of their clients from whom such fund is received as consideration for service rendered, and its

reconciliation with reference to the compliance made irrespective of the nature of their principal, must be

made by the Social Security Officer, and a certificate to that effect made in his inspection report.

While looking at the funds flow, it should also be ensured, that wherever the employers claim fund

outflow as payment of ESI/EPF contribution, or other statutory payments like service tax/income tax/

rent, rates & taxes, the proof of such actual payment by way of challans/receipts and its proper accounting

in the Book of Accounts need to be verified. The Income-Tax return, Profit & Loss Account and the

Balance sheet will also reflect the total fund flow of receipts and payments. The Social Security Officer

is, therefore, required to verify and report all these aspects in his inspection report. Any amount of receipt
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which could not be reconciled should be reported, so that, if necessary, Section 45-A can be invoked by

the Regional Office. (Hqrs. instructions in letter No. P-12(11) -11/16/2002-Ins.IV dated 31-5-2002).

f)
Job works through contractors/immediate employers: The guide lines given by Hqrs. Office in letter

No.P- 12(11) -11/83/05-Rev.II dated 25-10-2007 and explained in para L.6.14 of this Manual may be

followed.

g) Employees engaged for construction/repairs and maintenance: Guideline given in Hqrs Office

Memorandum No. P-12(11)-11/27/99-Ins. IV dated 31/03/2000 and explained in para L.6.15 of this Manual

may be followed. If it is found that any contribution is payable on a particular amount in any head, then

it should be decided on the spot after going through the relevant records, instead of reporting total ledger

balances in the accounts containing labour charges. The Social Security Officer should make every effort

to call for the vouchers and other linked records to verify and segregate the actual labour component on

which contribution is payable.

h)     After completing the inspection, the Social Security Officer shall issue a Spot Observation Slip in the

proforma prescribed under Hqrs. Inst. No. S-11/12/1/2002 Ins. IV dated 17-01-2005, showing the list of

records produced and verified with page numbers, records not produced, all irregularities, omissions, and

contribution payable on omitted wages giving details of Heads of Accounts, total amount booked under

the said head and the segregated wage components. He should without fail sign all the pages/sheets of

Ledgers, Account Books he has seen in detail and should also sign the Observation Slip issued which

should invariably indicate the page number and the amount on which any demand is made. The Social

Security Officer should meet the Occupier/Chief Executive/Principal Employer, discuss with him the

shortcomings noticed and handover the Observation Slip to him/her under proper acknowledgement, and

this fact should be mentioned in the Inspection Report and copy of the Observation Note enclosed to the

Report. The SSO may enter all these details in the “Inspection Book” maintained under Regulation 102-

A including details of name of the register / records alongwith page number on which he/she has appended

his/her signature If the principal employer refuses to sign / accept the Observation Note, it may be sent to

him by Registered post with acknowledgement due under intimation to the Regional Office/Sub-Regional

Office on the same day or latest by the following day.  The fact of the employer not receiving the Observation

slip on the spot may also be mentioned in the covering letter addressed to the employer

Note : In the Observation Slip a foot note should be invariably added / printed to the effect that in case the

employer does not agree with any of the observations indicated in the Observation Slip, he should write

to the Regional Office within 15 days along with full details for his disagreement).

i)
Tendency to record observation that “further observations, if any, will follow from Regional Office

after further examination of records” must be avoided. The inspection must be completed in all respects

and final observation both in the Spot Observation Note and Inspection Report must be recorded properly.
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j)
In case of non production of records in the first occasion, the Social Security Officer will fix the next

date for inspection not exceeding 15 days in consultation with the employer and issue him a notice on the

spot on which the signature of the employer shall be obtained. If it is found that the employer is deliberately

avoiding production of records on the said date then the SSO should recommend for initiating prosecution

action to Regional/Sub-Regional Office.

P 15.4 Writing of Inspection Reports:

The Inspection Reports of the  SSOs and the documents enclosed thereto are the only source of

information  that are relied  by the RO in taking decisions of coverage of the unit and making claims of

contributions.  They are the principal documents that are examined in-depth by the Courts to adjudicate

disputes.  Even the higher courts also arrive at the conclusions on the evidentiary values of these  reports

taken on record.  Thus, the Inspection Reports are extremely crucial as, any infirmity or ambiguities in

these reports would completely defeat the cause of the Corporation resulting in dire consequences. The

reports are to be prepared with utmost caution and diligence. All ambiguities,  inaccurate  and incomplete

information should be totally avoided.  Full details of documents examined, sources from which a particular

information is collected, statements obtained from employees/ employers, copies of contract deeds, Bills

in question should be properly analysed and enclosed to the Report. Since, SSOs are required to depose

only on the basis of these Reports and no new information can be added during examination in the courts

all the relevant information should be furnished to make it a very comprehensive and dependable document.

P 15.5  Submission of Inspection Reports alongwith documents to RO/SRO:

The Social Security Officer has to submit the Inspection Reports along with his tour diary every fortnight

to the Regional Director/Joint Director I/c.  A D.O. letter will also be addressed to the RD/JD I/c. of

Region / Sub-Region every month (by the 7th of the next month) by the Social Security Officer giving the

details of the activities undertaken by him in the proforma prescribed. Details of huge omissions and

arrears detected should be highlighted in the letter so that the RD and the BO focus special attention on

the timely follow up action. The Social Security Officer will have to append a note in the monthly D.O.

indicating the steps taken by him for covering all coverable units and coverable employees and issue of

TIC/ Biometric cards, assistance/guidance provided to the employers/employees and at the end of the

financial year, he should give a certificate that “No coverable unit is left uncovered and no coverable

employee is left uncovered in a covered unit and all have been issued ESIC Cards.” Number of new units

covered/employees covered, no. of biometric Pehchan Cards got prepared and distributed to the

beneficiaries, omitted wages detected, level of compliance by factories/establishments, level of regular

and timely deposit of contributions and returns by the factories/establishments with self certification,

verification of ledgers etc. would form the important performance parameters to decide the performance

of each Social Security Officer.
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P 15.6 Action in Inspection Control Branch on receipt of fortnightly diaries with inspection/survey

reports from the SSO:

1. Verify the enclosures with the details in the diary to ensure that all the reports listed in the diary are

duly received and that the inspections have been conducted strictly in accordance with the list provided

by the RO/ SRO.

2. Make entries in the “fortnightly diary as to the date of receipt of the diary, and number of inspections/

surveys conducted during that fortnight.

3. Pass on the survey reports to the assistant entrusted with the work of allotment of code numbers, and

the Inspection Reports to the assistant maintaining the watch over of inspections (SC-15 Register),

for making entries in the relevant register.

4. Details of omitted wages detected etc. may be entered in the performance register of each SSO.

5. The Inspection Reports may be sent to the concerned Revenue Branches through the movement

register of the Inspection Control Branch and the I.R. handed over against proper acknowledgement.

6. Action on the Survey Reports may be taken as explained in the Chapter-V.

7. At the end of the month, the inspection/survey work done by the SSO during the month based on the

two fortnightly reports, may be checked, and shortcomings if any may be brought to the notice of the

BO/RD and the SSO may be advised to make good the shortage, if any, in the coming months.

Presently, the Hqrs. have also finalized the system of preparing and submitting the Inspection Reports

on line to eliminate any delays in transmission etc, the text of which may be obtained by logging to

www.esic.in  and click on “Online Inspection”. However, the details of which are furnished as per

Annexure-12.
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P. 15.7 Action on the Inspection Report in the Revenue Branches:

1. The Reports are segregated Dealing Assistant wise after entering in the receipt diary, and distributed

to them.

2. The Dealing Assistant enters the receipt of the Reports in his diary, call for the employer’s file and

scrutinise the Report on the following aspects and indicate the findings on the file.

a) Continuity of Inspection: To indicate that the period of inspection is continuous from the period of

last inspection without any break; and that the Ledger verification has also been carried out without

leaving any period in between and he has verified the vouchers and Account Books in the prescribed

manner (D.A. should ensure that no inspection has been conducted in respect of periods for which

45-A order has been issued).

b) Whether all the pending references made to the SSOs for clarification and confirmation have been

fully and properly attended to so that a final decision can be taken on the pending issues without

leaving them for another inspection.

c) Indicate whether the SSO has verified all the important aspects like correctness of payment of

contributions for the employees of immediate employer and the report does not suffer from any short

comings and all the columns of the Inspection Reports have been properly filled.

( The SSOs are expected to ascertain if the immediate employers have accounted reasonable and acceptable

proportion of the contract amounts received as wages for purposes of payment of contributions and that

there is no evasion or under accounting of wages, as already pointed out.  All the relevant details involved

like the cost of materials incurred, profit margin and the wages booked are to be fairly booked and show

them to the SSO.  In cases, where the employers plead that the amounts booked contain the components

of material cost etc but do not produce all the relevant and connected documents should be given about a

week or 10 days’ time to segregate all the details on the basis of the documents connected and prepare a

statement showing   voucher-wise details of all the expenditure involved therein .If even after this

opportunity employer fails to furnish these particulars to establish  the correctness of contribution paid,

the inability of the employer should be clearly highlighted in the Observation Slip and the next step of the

matter being referred to RO for appropriate action may be indicated in the slip and handed over to the

employer.  The D.A should examine if this exercise has been properly followed and indicate the findings

thereon.)

d) Changes if any in the name and address of the factory, principal employers, and bank account are to

be properly incorporated in all the relevant documents for future guidance and operations;
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e) Details of immediate employers, nature of job, number of employees etc., are furnished and compliance

position reported;

f)
List of branch/sales offices etc is furnished and their compliance furnished. If complied separately

from the respective branches, that information is furnished;

g) Irregularity, if any, in maintenance of Form 6 (Employees’ Register), Accident Register and Inspection

Book;h) Verify the details of receipt of monthly contributions, any additional payments made against

RO/SRO demand letters and return of contributions submitted details furnished in the report with the

details in the C-6 Ledger to ensure all the payments/returns have been duly received and to take

action on missing credits or variation in payments if any;

i)
To claim contributions on omitted wages, if any, found from the file, interest and damages on delayed

payments either on receipt of return of contributions through the C-6 branch or based on the Inspection

Report or at the time of review of the employer’s file;

j)
Non-submission, delayed submission of Declaration forms/non-receipt of Pehchan cards for any of

the employees;

k) Non-production of Books of Accounts or any other record; In case of non production of records,

whether the SSO has followed the drill prescribed by Hqrs. have been followed and whether a case

has been made out for prosecution of the Employer.

j)
Details of omitted wages reported; A letter indicating the discrepancy observed along with contribution

payable and a notice in Form C-18 proposing contribution on such omitted wages pointed out by the

SSO may be issued to the employer giving him a reasonable opportunity to produce all the relevant

records / comply.   Both the above letter and notice may be sent by Registered post acknoweldgement

due and necessary entries may be made in the C-18/ 19 Register and take follow up action as explained

in the Chapter- XII & XIII.

k) It should be ensured that the contribution paid by the employer for the month of inspection / test

inspection is not for lesser number of coverable employees than that pointed out in the Inspection

Report / TIR.

l)
Complaints, if any, from the employer/employees regarding inadequate medical facilities to the

employees/their families should be received and forwarded to the SSMC / Regional Office for taking

up the matter with the Director of Insurance Medical Services/State Government for remedial

measures;m) Any other matter requiring attention and action at RO/SRO;
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n) Short comings/irregularities noticed on the part of the SSO should be pointed out and his explanation

called for wherever  necessary, to suggest measures to improve his performance; clarification wherever

necessary on pending issues may be obtained from the SSO.

o) Outstanding work done by the SSO, if any, for making entries in the performance register  maintained

in the Inspection Control Branch on receipt of UO note from the Revenue Branches.

After scrutiny of the report, C18 Actuals / C-18 Adhoc, Show Cause Notice for action under

Section-85 as the case may be put up.  If the employer is a defaulter in payment of contributions/

submission of returns, action for recovery/prosecution may be initiated without waiting for defaulter

lists from C-6 Branch/Branch Manager. If the employee’s contribution is deducted from wages and

not paid, SCN for taking action under Section 406, 409 IPC may also be put up. The C-18 adhoc and

SCN is to be issued to the Principal employer at his residential address by Registered Post ack. due

and also to the factory/establishment separately. Where there is more than one employer, the SCN is

to be issued to all of them. The details of default including contribution due on omitted wages may be

entered in the 45-B (Arrears) register for follow-up action and also in C-18 Register as and when

issued .

In case of any important omission or improper reporting, the BO/RD / JD I/c may order for Test

Inspection of the unit and the SSO may be called to explain for his lapses followed by warning /

caution / disciplinary action as deemed fit. In case the SSO repeats under performance despite

admonitions, the same should be reflected in the Annual Performance appraisal.

P 15.8 Disposal of Inspection Reports / receipts received from SSO / employers :

As per instructions, each dealing assistant dealing with employers files  is required to maintain a

“Assistant Diary “ and put up the detailed position of I/Rs and other receipts received , date on which

dealt, files no and final date of disposal. The D.A. is required to draw a summary of incoming and

disposed receipts along with details of pendency with break-up : less than 1 month,  less than 3 months

and less than 6 months along with reasons for pendency every fortnight to the B.O. through Superintendent

for effective monitoring.

P15.9
Techniques of ledger verification and note on verification of books of accounts.(Illustrative):

The main object of periodical inspection of factories/estts. by the SSO may be described as under:-1.

That all the coverable employees of the unit have been duly covered and contributions in respect of them

were duly paid.2. Components of wages were taken into account for payment of contributions.
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In the process of inspection, verification of Books of Accounts is necessary as it provides a real insight

into the nature and quantum of wages that has not been taken into account for the purpose of payment of

contribution and guide the employer about the accounting procedures relating to ESIC matters.

Definitions :
Accounting
Accounting is a systematic recording, classifying and summarizing of the business transactions and

events in terms of money.

Business transactions
Any exchange of money or money’s worth between two parties is called business transaction.

Two fold aspect of a transaction
Every business transaction has a two fold aspect. One is receiving and the other is giving. Bringing

this two fold aspect of any business transaction into books of account is called ‘Double Entry Book

Keeping’.

Book Keeping
Book keeping is recording of financial transactions of business in a methodical manner so that the

information at any point of time in relation to them may be quickly obtained.

Accounting Year
Accounts are adopted for a financial year beginning from April and ending in March of next year. This

timely interval is called accounting period.

Types of Accounts

Accounts are three types

(1) Personal
(2) Impersonal or real and  (3) Nominal
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They are related to natural or artificial persons and representative persons.

Impersonal Accounts (Real Accounts)

They are related to the assets and properties.

Nominal Accounts

Nominal accounts deal with all expenses, losses and income.

Debtor
Debtor is a person who gives some thing to the business.

Creditor
Creditor is a person who receives something from the business.

Rules of double entry
(a) Personal Accounts : Debit the receiver and credit the giver.

(b) Impersonal/Real Accounts : Debit what comes in and credit what goes out

(c) Nominal Accounts : Debit expenses or losses, credit income or gain.

Trial Balance :
Every credit will thus have a corresponding debit and vice versa.  On any given date, the total of all

credit entries must tally with all the debit entries. Periodical balancing of these entries is called the “Trial

Balance”.

Voucher :
Any written statement in support of a business transaction is called a voucher. Any entry in the boos

of accounts must be supported by a voucher.

Journal :
Journal is a book of original entry. Every transaction in the business is first written in the journal

in a chronological order. At periodical intervals or whenever, it is convenient, depending on the volume of

transactions, these entries are posted in the general ledger.Subsidiary Books :
In  a  large  business

organization the transactions being huge, it is difficult to post them in one journal and then transfer them
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to the general ledger. Therefore, transactions of similar nature are recorded in separate journals. This sub-

division of journals into various books and recording transactions of similar nature therein is called

“subsidiary books”.

Kinds of Subsidiary Books:
(a) Cash Book to record all cash receipts and payments.

(b) Bank cash-book to record all cheque receipts and cheque payments.

(c) Purchase or Bought Book or Invoice Book for recording credit purchase of goods.

(d) Sales book or Day book for recording all goods sold on credit.

(e) Purchase Return or Returns Outward Book for recording all purchases returned to creditors.

(f) Sales Return Book or Return Inward Book for recording all sales returned by customers.

(g) Bills Receivable Book to keep a record of bills received from the customers and

(h) Journal proper to keep record or those transactions for which there is no separate book.

Cash Book
(a) A simple Cash Book to record all receipts and payments of cash

(b) Cash Book with cash, bank and discount columns to record both cash and cheque transactions of

receipts and payments.

(c) Petty cash Book :

It is undesirable to burden the main cash book with numerous small payments on account of

petty expenses. Therefore, an advance in the form of imprest is provided to make such payments.

All these expenses are entered in the petty cash book or columnar cash book. Periodical totals of

each column in the petty cash book is directly posted to the ledger.

Purchase book and sales book
There is possibility of showing the incidental expenses such as freight, loading, unloading in these

books.

Journal proper:
(1) Opening entries (2) Transfer entries (transfer from one account to other) 3. Adjustment entries

(4) closing entries (5) entires relating to rectification of errors (6) entries relating to dishonor of

bills or promissory notes (7) withdrawal of goods for personal use or loss of goods by theft, fire

etc. (8) credit purchase or sale of assets and (9) bad-debts are recorded in this book.
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A ledger is a summary statement of all the transactions relating to a person, asset, expenses or income

which have taken place during a given period of time and shows their net effect.

Every entry recorded in the journal/subsidiary books must be posted into the ledger. Ledger consists

of a number of pages and pages allotted for recording each account. Ledger is a book of analytical record.

Transactions relating to a particular account appear at one place.

An index of various accounts opened in the ledger is given at the beginning of the ledger  for the

purpose of easy reference. Ledger is called the principal book of accounts.

Capital and Revenue Expenditure
Capital expenditure consists of expenses, the benefit of which is not fully consumed in one accounting

period but spread over several accounting periods. It includes assets like building plant and machinery

acquired for the purpose of earning and not for resale. Improving and extending the fixed assets, purchase

of new plant, additions to the buildings, cost of removing the business to more spacious and better suited

premises, brokerage and commission paid for procuring long term loans are few examples of capital

expenditure.

Revenue :
It consists of expenses incurred in one period of account, the full benefit of which is consumed in that

period. Purchasing assets required for resale at a profit, maintaining the fixed asset in good working

order, cost of goods, raw material and stores, replacement, renewals, repairs, depreciation of fixed assets,

rent, rates and taxes, wages and salaries, carriage, insurance and other trade expenses are few examples of

such expenditure.Capital expenditure appears in the balance-sheet, while the revenue expenditure appears

in trading, profit and loss account.

Final Accounts
I)
Trading and Profit & Loss Account

II) Balance-sheet

(a) Trading AccountsThis account is prepared to know the trading results or gross margin on trading

of the business (Direct Expenses)

(b) Profit and Loss AccountsThis account is prepared to calculate the net profit of the business

(indirect expenses). The excess of income or receipts over the expenditure or payments indicates

the gross profit.

(c) Manufacturing A/C or manufacturing-cum-trading accountTo know the cost of finished goods

produced and constituent items thereof such as cost of material consumed, productive wages,

direct and indirect expenses are included in it.
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It is a statement of assets and liabilities prepared with a view to measure the financial position of a

business on a certain fixed date.  Excess of assets over liabilities represents the capital and is indicative of

the financial soundness of the company. A balance sheet is described as a statement showing the sources

and application of capital.

Verification of Books of Accounts

Now having understood the system of accounting and maintenance of books of accounts of a business

unit, the SSO can take up the verification of books of accounts in the following manner :

(1)  Reconciliation of wages register total with ledger figures :

Once the wages salaries register are verified by the SSO, the monthly total of these registers may be

tallied with. If the ledger figure is more, please seek clarification from the employer as it may contain

voucher payments made to Directors or other employees whose wages exceed the celing limit for coverage.

The other payments include over-time payment, attendance bonus, incentive etc. not included in the

wages register. The SSO may make sure that all these wages under over-time etc are taken into account by

the employer. There may be some voucher payments on which ESI contribution has been duly deducted

and paid. This can be cross verified from FORM-6 (Register of Employees’ under Regulation-32) and

employees’ contribution deducted A/C in the ledger. The difference, if any after reconciliation may be

taken as omitted wages and noted down.

The Cash Book being book of original entry, will have more clarity of each transaction. Similarly, in

the Bank Cash Book the SS0 can find out more clarity of each transaction made by cheque. The SS0 may

select a month in which the business was at its peak and verify the Cash Book and Bank Book for all

entries. It gives him an idea of the business, nature of transactions and the possible heads under which the

wage element is involved/concealed. The SS0 can request the employer to supply the vouchers for the

selected month, and the SSO have to refer to the vouchers wherever necessary.

Against each entry in the Cash/Bank Book, the ledger folio number is indicated. The SSO may note

down the possible Heads of Accounts with Ledger folio number in which the wage element is involved/

concealed to go for a detailed check of the ledger.From the general ledger index, the SS0 may make out

a list of heads to be seen by him in addition to those already noted down by him from cash/bank book with

page numbers.

The following subsidiary books also may be verified, if maintained separately for the purpose shown

against each.

(1) Purchase and Sales Register :
To find out the unloading and loading charges, if any booked in these books and totals posted to

ledger.
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Ledgers are maintained for each contractor or creditor separately and periodical totals posted to

ledger. Verification of personal/creditor’s ledgers gives an insight into the engagement of contractors

whose payments are not  reflected elsewhere as only periodical totals are posted in the ledger

(3) Petty Cash Book:
For expenditure under different heads, the periodical totals are posted in the ledger under the respective

heads.

(4)  Journal Proper :
For adjustment and transfer entries from one head to the other, the employer may post wages in an

improper head and transfer them to the proper head at the end of the accounting period.

Now from the heads of accounts noted by him, the SSO  may verify each head of account quickly for

the wage element if any. Please note down the full details so that at the end of the inspection, it can be

discussed with the employer or his representative for including them as “omitted wages”

(5)  Segregation of labour cost :
Where the expenditure includes material and labour costs, if there is no narration in the ledger, the

SS0 may call for a statement segregating the voucher-wise labour component and cost of materials and

arrive at the exact amount of wages involved on which the contribution is payable.  The correctness of the

statement so produced should be checked and irregularities, inaccuracies may be properly pointed out.  If

the work is done through a Contractor, the SS0 can call for the work estimates, agreement etc., to find out

the percentage or quantum of labour cost out of the total cost.

(6) Job work through contractor / Immediate Employers:

The position for enforcement of compliance  has been fully detailed / discussed in Chapter-VI Para

L.6.14.

Part- time Employees :
There is every possibility that a few employees might have been termed as part- time by the employer

for evasion of their coverage.  In fact, all such part time  employees including casual, contract, badli,

piece rated, time rated are coverable under the Act. The SS0 should make an assessment of their nature of

job, timings and  conditions of employment, supervision, remuneration etc; before deciding it as contract

of service. The payment of bonus, deduction of Income-Tax, professional tax, coverage under provident

fund etc. are also relevant factors in this regard.

Possible Heads of Accounts to be checked by the SSO :

While it depends upon the nature of industry/establishment and the method of accounting by the

employer, to give a brief idea to the SSO, the possible heads under which labour component could be

booked as indicated below:-
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Heads of Accounts like carriage inwards / outwards, transporation charges, maintenance charges,

general expenses, service charges paid, staff welfare expenses, miscellaneous expenses etc.

The SS0 can identify the heads involving labour component / wages by verifying the subsidiary

books, vouchers,   manufacturing and trading A/c, Profit and Loss A/C and Income Tax Returns. These

sources provide an insight into the various heads of account and probable heads under which wage element

is possibly involved.

