CHAPTER XVII
INTEREST AND DAMAGES (LAW & PROCEDURES)
(A)  INTEREST (LAW)
Introduction:   Section 40(1) of the Act read with Section 43 of the Act mandates the employers to make

the payment of the contributions due and submit the related returns within the clear time-limits prescribed

under the Act and the relevant Regulations. These deadlines are inviolable and are to be strictly adhered

to. Law does not allow the employers to delay these time bound actions for any reason however justifiable

they are. Reasons like Financial stringencies faced by the units etc. do not permit any delay.  Law has

provided that any such delay in remitting the Contributions should necessarily be visited by the provisions

of Interest. Various Courts have uniformly held its validity and have categorically spelt out that interest at

the rate prescribed under Regulation-31-A is payable. The provision for payment of interest on contribution

due but not paid in time by the employers has been made in the Act vide ESI (Amendment) Act 1966 by

inserting a Sub-Section 39 (5) under Chapter-IV. The Corporation was also empowered to make regulations

in this behalf by inserting a Sub-Section (iiia) under Section 97 (2) of the Act. Accordingly, a new Regulation

31-A has been added in the ESI (General) Regulations 1950.  These provisions have come in to effect

from 28-1-1968. Thus, the provision for claim, recovery and payment of interest has come in to effect

only from 28th day of January, 1968.

L.17.1 Provision for interest and its recovery in the Act:

Section 39 (5) (a); If any contribution payable under this Act is not paid by the principal employer on the

date on which such contribution has become due, he shall be liable to pay simple interest at the rate of

twelve per cent per annum or at such higher rate as may be specified in the regulations till the date of its

actual payment:

Provided that higher interest specified in the Regulations shall not exceed the lending rate of

interest charged by any scheduled bank.

(b) Any interest recoverable under clause (a) may be recovered as an arrear of land revenue or

under Section 45C to Section 45-I.

L17.2
Provision to make Regulation by the Corporation in the Act:

Section 97 (2) (iiia): the rate of interest higher than twelve per cent on delayed payment of contribution.

L17.3
Regulation relating to Interest on contribution due, but not paid in time and its recovery:

Regulation 31-A:  An employer who fails to pay contribution within the periods specified in Regulation-

31, shall be liable to pay simple interest at the rate of 12 per cent per annum in respect of each day of

default or delay in payment of contribution.
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CHAPTER XVII
Any interest payable under Regulation 31A may be recovered as an arrear of land revenue or under

Section 45C to Section 45-I of the Act.

L17.4
Rate of interest from time to time:

The following is the rate of interest from time to time;

28-01-1968 to 19-10-1989:   6%  p.a.

20-10-1989 to 31-8-1994 :    12% p.a.

01-9-1994  to 30-9-2005  :    15% p.a.

1-10-2005        onwards   :    12% p.a.

Thus, if the contributions that fell due on, say, 30th June, 1989 is remitted on 11th November 2005

, even if the delay is because of a Court Case , Interest is payable at 6% p.a. from 1/7/1989 to 19/10/1989,

at 12% p.a for the period from 20/10/1989 to 31/8/94, at 15% p.a. for the period from 1/9/1994 to 30/9/

3005 and at the rate of 12% p.a. from 1/10/2005 to 11/11/2005

L17.5
Interest is not a penalty but a statutory liability:

Interest is a statutory liability. Since the employer has not paid the contribution on the date due

for its payment, it is deemed to have been utilized the said amount in his business. He is, therefore, liable

to pay the interest at the rate prescribed by the Corporation.  Therefore, no notice for reasonable opportunity

of being heard is to be given before claiming the interest.

Case law: It was held by the Supreme Court that the payment of interest on delayed payment of contribution

is statutory and therefore the question of waiver, settlement or compromise, does not arise.

(M/s Goetez(India) Ltd., v. ESIC 2008(118)FLR 654; 2008LLR,897; 2008(3)LLN 649; 2008(3)LLJ 356;
and 2008(4)LIC 4415.)
L17.6
Financial constraints / incurring loss in business not a ground to escape from statutory liability:

The Rajasthan High Court observed that the mere fact, a factory or concern has incurred loss on

account of various reasons is not enough to deprive the contribution to the Employees’ State Insurance

Fund. (ESIC v. Jaipur Spinning and Weaving Mills Ltd- 1987(72) FJR 57)
A similar view has been expressed by the Andhra Pradesh High Court in the case of ESIC v.
Chirala Co-operative Spinning Mills Ltd., Chirala in CMA No. 2905/2001 dated 9th November, 2004.
(2005(1) LLJ1016; 2005(2) LLN584; 2005(100) FLR703; 2005LLR591)
The Division Bench of Kerala High Court held that if at all a unit is declared as a sick unit, only

damages could be waived but not the interest. (Mosaic Industries private Ltd., Mangalore v. ESIC Bangalore
and others-2008(3) LLJ 436; 2008(118) FLR 182; 2008 (2) LIC 2067; 2008 (4) LLN 425)
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Regulation 31: An employer who is liable to pay contributions in respect of any employee shall pay those

contributions within 21 days of the last day of the calendar month in which the contributions fall due:

Provided that where a factory/establishment is permanently closed, the employer shall pay

contribution on the last day of its closure.

L17.8
Interest to be paid from the date on which it fell due:

Contribution is to be paid within the time limit prescribed under Regulation 31 as at para L18.7.

The liability to pay interest accrues from the following day. i.e. from the 22nd day of expiry of each

calendar month in which the contribution fall due.

L17.9
Interest on regular contribution:

Interest on regular contribution is to be calculated wage period (calendar month) wise. This is

applicable even for units covered from a retrospective date. (Hqrs. letter No. T-11/11/10/86-Ins.III, dated

27-3-1986, Instruction No. 2/86)

Case law: It was held by the Division Bench of the Karnataka High Court that once the coverage of the

Act is established, the law is well settled that it would date back to the date on which the establishment

was covered under the Act. The employer is liable to pay interest for the entire wage periods till the date

of payment. ESIC v. Karnataka State Small Industries Development Corporation Ltd. - 2007(1) LLN 512;
2006(111) FLR 1170; 2007 (1) LLJ 830)
L17.10 Interest on left-out wages/omitted wages reported by the SSO/TIO:

Interest on left-out wages noticed and reported by the Social Security Officer or Test Inspecting

Officer where the number of employees, employee-wise details of wages paid and period of engagement

of such employees was not available, is to be claimed after allowing a grace period of 21 days from the

date of demand letter/C-18 notice from the Regional/Sub-Regional Office.

L17.11 Interest when payment of contribution is made by cheque:

Where the employer has deposited the contribution by cheque in authorized Bank, but the clearance

of the cheque and credit to ESI Fund Account is delayed, the date of deposit of cheque by the employer in

the bank is to be taken as the date of deposit of contribution provided the cheque is not dis-honoured by

the Bank. (Hqrs. Memorandum No. T-11/13/8/2007-Rev.I dated 13th October, 2008)

L17.12 Interest when instalment facility is granted by the Corporation or by a Court;.

When the Corporation has granted instalment facility to pay the principal amount of contribution

to any employer, the employer is liable to pay interest as per Law for the delay beyond due date for each

wage period (calendar month). A clause to that effect is to be incorporated in the sanction letter
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communicated to the employer. This is applicable even to the instalment facility granted to the employer

by the Courts. Thus, merely because the Corporation has obliged the employer’s request for instalment

facility the employer cannot have any immunity from the provisions of Regulation 31A.

Case law: The Division Bench of the Kerala High Court held that the liability of the employer to pay the

statutory interest is mandatory. Merely because the Insurance Court has granted instalment facility to pay

off the principal amount of the contributions, it cannot be stated that the statutory interest is waived.

(ESIC, Thrissur v. M/s Bagsvig, Vyttila, Cochin- 2005 LIC 3319; 2005 LLR 983; 2005 (107) FLR 395)
L17.13 Interest in cases where an Interim stay granted by Courts at the request of the employer against

the collection of contribution by the Corporation:

When an employer disputes the payment of contributions and obtains interim stay from a Court

of Law and the decision goes against the employer, the employer is liable to pay the contribution along

with interest from the due date for each calendar month. No concession is allowed for the period of

interim stay granted by the Courts.

Case Law: The Kerala High Court held that a party who has got the benefit of obtaining a stay cannot

take advantage of the situation and contend that he is not liable to pay interest on the defaulted contribution

amount as realization was stayed by an interim order of the Court, is not an answer for absolving the

liability of the employer to pay interest. (Bharat Cafe House v. Regional Director, ESIC Chennai- 2007
(2) LLJ 995)
L17.14 Interest is to be paid from the date on which it fell due and not from the date of Court judgment.

In cases, where the judgment has come in favour of the Corporation for payment of contributions

disputed by an employer, the liability for payment of interest  accrues from the date on which the interest

falls  due and not from the date of court judgment.

Case law: 1. The Division Bench of Kerala High Court held that the Corporation is entitled to claim

interest from the date on which it fell due and the date of judgment of the court  is of no relevance in

claiming interest. The bona-fide impression of the employer that the establishment was not covered under

the Act, does not absolve the employer from the liability of paying the interest on the delayed payment of

contributions under Section 39(5) read with Regulation 31-A.
(ESIC v. Hotel Methanath (Kedaram)-
2007 (3) LLJ 505; 2007 (2) LIC 1849)
2. Similar decision was taken by the Division Bench of Kerala High Court in another case

between Cannanore Drug Lines and ESIC stating that merely a party, failing to pay the contribution

because it was under the impression that it was not covered by the Act, is not a ground to escape the

liability to pay the due  interest for the delayed payment. (2007(2) LLJ 661; 2007(1) LIC 497)

3. In an appeal filed by ESIC against the order of the EI Court in the case of 4 Aces Restaurant,

the Division Bench of Kerala, referred to its judgment in Cannanore Drug Lines cited at 2 above,  and
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observed that the instant case is also covered by the above judgment. It was held that the EI Court is not

justified in holding that  the demand of interest could be made only from the date of judgment. The statute

has specifically provided that for non-payment of contribution in time, interest is payable from the date

on which the contribution is payable. (2007(1) LIC 1030; 2007 (3) LLN 378; 2007 (115) FLR 566; 2007

(2) LLJ 903)

L17.15: Interest to be paid till the date of actual payment:

It was held by the Calcutta High Court that the Order passed by the Insurance Court directing

payment of contribution with interest till certain date is not sustainable as the interest has to be paid till

date of actual payment. (ESIC, Calcutta v. Steelco Products, Proprietor Empee Enterprises)Private) Ltd.,
Calcutta- 2004 (2) LLJ 180; 2004 (100) FLR 1263; 2004 (1) LL 766)
L17.16:  No Limitation – No bar for claiming interest:

The Act or Regulations does not prescribe any time limit for claiming the interest  on delayed

payment. The time limit prescribed in the second proviso to Section 45-A (1) of the Act is applicable only

for the determination of contribution and not for interest.

The period of 5 years limitation prescribed under proviso 2(b) to the Explanation below Section

77 (1A) of the Act is only for filing an application in the Employees’ Insurance Court and not for claiming

for interest. However,inordinate delay in claiming interest is to be avoided.

L17.17   Reduction /Waiver of interest:

There is no provision in the Act or Regulations to reduce or waive the interest once claimed.

However, for administrative convenience, to reduce the work in processing the cases where the amount of

interest leviable is very meagre, it has been decided that the cases where interest leviable, in accordance

with the provision under Regulation 31A works out to  less than Rs.100/- at a time on a single demand

comprising the back periods for late or delayed coverage or late payment of contribution for any contribution

period (taken as a whole) may not be charged.  This instruction is effective from 9th September, 2003.

(Hqrs Memorandum No. T-11/113/8/2001-Ins.III dated 4-9-2003).

L.17.18: Recovery of interest:

Recovery of interest may be made either as arrears of land revenue under Section 45-B or by the

Recovery Officer under the provisions of Section 45-C to 45-I.

L 17.19 Delegation of powers:

The Branch Officers dealing with the Revenue Branches are fully empowered to claim interest

in respect of employers in their jurisdiction irrespective of the amount involved.
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All matters and issues relating to “interest” like policy, correspondence, clarifications,

representations from employers etc. is dealt with by Hqrs. Office.

(B) DAMAGES (LAW)
Introduction:  Chapter-VII of the Act deals with “penalties” for false statements & failure to pay the

contributions in time as per Regulations.  As a deterrent measure to ensure payment of contributions in

time by the employers, a new penal provision has been introduced in the Act as “Damages” with effect

from 1st September, 1975 vide ESI (Amendment) Act 1975 by inserting a new section 85-B. The objective

of the Legislature was to punish the recalcitrant employers who violate  Regulation 31  with exemplary

Damages that serve as deterrent to eliminate any recurrence of delays.

L 17.21 Provisions of Section 85-B:

85-B: - POWER TO RECOVER DAMAGES. - (1) Where an employer fails to pay the amount due in

respect of any contribution or any other amount payable under this Act, the Corporation may recover

from the employer by way of penalty such damages not exceeding the amount of arrears *as may be

specified in the regulations :

Provided that before recovering such damages, the employer shall be given a reasonable

opportunity of being heard:

** Provided further that the Corporation may reduce or waive the damages recoverable under

this section in relation to an establishment which is a Sick Industrial Company in respect of which a

scheme for Rehabilitation has been sanctioned by the Board for Industrial and Financial Reconstruction

established under section 4 of the Sick Industrial Companies (Special Provisions) Act, 1985 (1 of 1986),

subject to such terms and conditions as may be specified in Regulations.

(2) Any damages recoverable under sub-section (1) may be recovered as an arrear of land revenue or

under section 45C to section 45-I.

Note:
1. * The words “as specified in the regulations” were substituted in the Amendment Act 29 of

1989 with effect from 1-1-1992 for the words “as it may think fit to impose”. After this amendment,

Regulation 31-C was framed effective from 1-1-1992 introducing slab rates based on the extent of delay.

Prior to 1-1-1992, the rate of damages was fixed by an Administrative order.

2.** The second proviso was inserted vide Amendment Act 29 of 1989 with effect from

1-1-1992.

L17.22 Constitutional validity of Section 85-B:

Section 85-B is not ultravires of Article 14 of the Constitution and does not suffer from the vice of
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arbitrariness or unbridled carte blanche. ESIC V. Sundaram Motors [1979 I LLN 260(A P DB)]; National
Textile Corporation V. ESIC [1998 (III) LLJ 975)
L 17.23 Regulations prescribing the rate of damages (inserted from 1-1-1992)

Reg. 31C: Damages on contributions or any other amount due, but not paid in time:  If an employer who

fails to pay contribution within the periods specified under regulation 31, or any other amount payable

under the Act, the Corporation may recover damages at the following rates by way of penalty, not exceeding

the amount of arrears.

Maximum rate of

(i)
Less than 2 months


Period of delay


damages in % per

annum of the amount

due

5%

(ii) 2 months and above but less than 4 months

(iii) 4 months and above but less than 6 month

(iv) 6 months and above


10%

15%

25%

***      PROVIDED that the Corporation, in relation to a factory or establishment which is declared as

sick industrial company and in respect of which a rehabilitation scheme has been sanctioned by the Board

for Industrial and Financial Reconstruction, may—

(a) in case of change of management including transfer of undertaking(s ) to workers’ co-operative(s)

or in case of merger or amalgamation of sick industrial company with a healthy company, completely

waive the damages levied or leviable;

(b) in other cases, depending on its merits, waive up to 60 per cent damages levied or leviable;

(c) in exceptional hard cases, waive either totally or partially the damages levied or leviable.

*** The proviso has been added vide notification dated 27-3-2003 published in Gazette of India (Part-III

Sec. 4) bearing No. 16, dated 19-4-2003, and is effective from 19-4-2003.

L.17.24 Rate of damages from 1-9-1975 to 31-12-1991 decided by Administrative Orders:

Before amendment to the Section 85-B, and  framing of Regulation 31-C, the rate of damages was decided

by an Administrative Order from time to time as follows.
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1-9-1975 to 19-10-1989 at a flat rate of 19% p.a. irrespective of the extent of delay and from 20-10-1989

to 31-12-1991 at a flat rate of 13% p.a.

While fixing the above rates of damages, it was ensured that the rate of damages and interest put together

does not exceed 25% p.a

From 1-1-1992 onwards, the damages is determined at the slab rates prescribed under Regulation 31-C

depending upon the extent of delay.

NOTE:- Initially, from 1/9/1975 to 30th April, 83, the Damages were calculated with reference to the

delays in submission of the Return of Contributions on slab basis depending on the number of defaults

etc. From 1st May 1983 onwards, damages were proposed to be imposed with reference to the delay in

payment of monthly contributions. Necessary powers to impose Damages have been delegated to the

level of Assistant Directors and above by a resolution of the Corporation. This system was fully upheld as

valid by various courts.

TIME SCHEDULE OF LEVY OF DAMAGES ACTIONThe defaulter list  of those employers who

delayed   payment of the  contribution due in time has to be prepared within  stipulated date so that follow

up action of passing orders  levying the damages and issue of C-19 for initiating the recovery action  is

undertaken keeping in view timeline set by the Hqrs. in this regard. The deadlines for various activities

for determination of damages and interest  to be taken care of are as under:-

S.N. 
ACTION/ STEPS


DATE OF COMPLETION

1

2.

3.

4.


Preparation of List of

defaulting employers in 

code no wise order who

paid contribution after due

date by Branch receiving

the Return of 

Contributions. The List is 

to be prepared separately 

Branchwise.

Issue of Show Cause 

Notice for recovery to be

issued  for levy of damages 

after verification of credits

in C-6 (Employer Ledger)

Completion of personal

hearings

Issue of recovery 

certificate in form of D-19


By 30 June/ 31 Dec. 

By 20 July/ 20 Jan. 

By 10 Aug./ 10 Feb. 

By 30 sept./ 31 March 
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            The following principles were highlighted  from the Apex Court’s judgment in

E.S.I.Corporation v. H.M.T Ltd. and another (2008 (116) F.543; 2008(1) LLN 491; 2008(1) LLJ 814;
2008 (3) SCC 35)
a)
A subordinate legislation must conform to the provisions of the Legislative Act.

The subordinate legislation cannot override the principal legislative provisions;

b)
Sec. 85-B of the Act provides for an enabling provision. It does not envisage

mandatory levy of damages. It does not contemplate computation of quantum of

damages in the manner prescribed under the Regulations.

c)
Regulation 31-C must be construed keeping in view the language used in the

legislative Act and not de hors the same.

d)
Only because a provision has been made for levy of penalty, the same by itself

would not lead to the conclusion that penalty must be levied in all situations.

e)
Provison to Section 85-B incorporates the principles of natural justice.

f )
Existence of mens rea (wilful intention) to contravene a statutory provision is a

necessary ingredient for levy of damages and/or the quantum thereof.  The Court

referred to Dilip N. Shroff V. Joint Commissioner of Income-tax, Mumbai and another
(2007(6) SCC.329) in this regard.

L 17.26: Interpretation of the provisions in Section 85-B

(A). Fails to pay: Connotes wider meaning to include delayed payment also. Failed to pay may be taken

as failed to pay within the time limits prescribed by the Corporation. Therefore, any delay beyond the due

date for payment attracts damages.

Case law: 1.The expression “fails to pay” in Section 85-B had to be given a wide and purposeful meaning

and it includes cases of delayed payment. (Nipha Exports (P) Ltd., v. ESIC Faridabad-2003 (3) LLJ 789;
2003 (3) LLN 387; 2003 LIC 2231.
                 2. The Division Bench of Calcutta High Court  held that it is not correct statement of law that

delayed payment does not amount to failure of payment. (ESIC v. Braithwaite and Co. Ltd.,- 2004(2)
LLN. 618; 2004(2) CLR. 514; 2004(101) FLR.1218; 2004(4) LLJ.(supp.) 675)
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               3. Delayed payment of contributions is also failure to pay within time. (Prestolite of India Ltd.,
v. Regional Director, ESIC- AIR 1994 SC.521; 11994 Supp.3 SCC. 690; 1995 (2) LLJ. 622 and Sovrin
Knit Works, v. ESIC (AIR 1997 S.C. 758; 1997 (2) LLJ. 671)
               4. In an appeal filed by ESIC Kanpur, the Allahabad High Court, taking in to consideration of
the earlier Apex Court Judgments in Presolite of India Ltd., and Sovrin Knit Works, while setting aside

the order of the insurance Court, held that delayed payment amounts to failure to pay the contributions.

B) By way of  penalty:

Case law:  1. The Division Bench of Kerala High Court in the appeal filed by ESIC against the judgment
of the Insurance Court in the case of Meecos Ltd., (1980 KLT.179) observed that “The damages

contemplated in sec. 85-B is not compensation for loss on account of the default of a party, but is in the

nature of penalty that could be imposed for non-compliance with the statute to the extent indicated”.

2.
The Kerala High Court in the case of ESIC and another v. K.N. Premanandam and another (2007 (3)
LLN.339; 2007 (1) LIC. 1050; 2007 (114) FLR.128; 2008(2) LLJ 539) held that imposition of damages

under section 85-B is purely penal in character and as such, the compensatory part has been taken care

of b y stipulating payment of interest for delayed payment. Therefore, the principles to be applied

while computing the damages payable would be as applicable for imposition of penalties as elucidated

by the Supreme Court in Hindustan Steel Limited v. The State of Orissa (AIR 1970 SC.253) Case.

3. Damages is in the nature of penalty.  Therefore, the Corporation need not establish any loss to it due to

delayed payment of contributions by the employer to levy the damages. (Bombay High Court’s decision
in ESIC v. Sri Ganesh Foundry(P) Ltd., 1995(I) LLJ 189)
Before imposing any penalty, the decision making authority has to give a reasonable opportunity of being

heard to the principal employer. Therefore in accordance with the first proviso to this section, before

determining the damages, a show-cause notice to the principal employer as to why damages for delayed

payment of contributions for the period mentioned therein should not be imposed is to be issued and an

opportunity of personal hearing is to be offered to him for tendering his problems/difficulties and mitigating

circumstances. Therefore, even in cases where the establishment is not a sick industrial company, the

principal of natural justice by affording a reasonable opportunity of defence is mandatory.

(C)  Speaking order: Levy of damages u/s 85-B of the Act which is penal in nature should be dealt with

in an objective manner and the order must disclose that there was in fact an application of mind on the

part of authority to the relevant facts and circumstances of the case.  The failure on the part of the employer

to offer his explanation to the show cause notice shall not absolve the authority from this obligation.

(Beema Manufacturers (P) Ltd., v. ESIC, 1991(2) LLJ. 29)
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It was held by the Karnataka High Court that before levying any damages by way of punishment,

the Corporation shall give a reasonable opportunity to the employer of being heard. The proceeding is a

quasi-judicial one and the Corporation should follow the principles of natural justice in imposing the

penalty. The Corporation must consider the gravity of the situation in each case and shall levy the damages

as found proper and fit on the facts of the case. The authorized officer of the Corporation shall pass a

speaking order giving reasons for the levy of damages and for accepting or not accepting the explanation

offered by the employer. (ESIC Bangalore v. Tungabhadra steel products Ltd., -57 FJR.76)
Speaking order not to be mechanical: Simply because the appellant did not appear in person and

produce material in support of the objections, the employer’s case could not be discarded in limini. On the

contrary, the objections ought to have been considered on merits. [Presolite (India) Ltd. V. RD ESIC
[1995 II-LLJ 622(SC)]
(i) SPEAKING ORDER ON MERITS OF THE CASE: Since Sec. 85-B is quasi penal in nature, passing

a speaking order is a necessary corollary. It is axiomatic that in exercise of quasi judicial function, when

opportunity has to be given to the parties, it is necessary to pass a reasoned order. It is incumbent upon the

authority not only to consider the explanation of the employer, if duly rendered but also to pass a peaking

order. [Dhanda Engineerrs (P) Ltd. V. ESIC RD Punjab 1981 Lab IC 658]
(ii) OMISSION SHOULD BE DELIBERATE: Unless party acted either deliberately or in defiance

of law or guilty of dishonest or contumacious misconduct or acted in conscious disregard of his obligation,

the authority is duty bound to act in judicious manner to determine the question after assessment of all

relevant factors and not in cursory manner.[RD ESIC V. Sakti Tiles1988(KLT)280] The volume and

contention of the speaking order must depend on  nature of a particular case. The reasons expected to be

considered in a speaking order must depend on the nature and circumstances raised in reply to Show

Cause Notice.

NOTE: For a detailed explanation on (B) & (C) above,  refer to para.2 and 4 under the chapter ‘Personal

hearing, determination and issue of speaking order under Section 45-A”.(However, while issuing the

orders one does not have to establish and mention that there was a deliberate delay was caused by the

employer. Suffice if the delays are indicated and there was no legally valid and just grounds for the delays

caused)

( D). Not exceeding the amount of contribution: The maximum limit of damages has been prescribed

which shall not exceed the amount of contribution. Prior to the amendment of Section85-B with effect

from 1-1-1992, the discretion to the rate and quantum of damages was left to the discretion of the

Corporation, subject to the maximum ceiling prescribed. But after its amendment and inserting the

Regulation 31-C from 1-1-1992, the rate of damages per annum has been prescribed depending upon the

extent of delay, subject to the overall ceiling not exceeding the amount of contribution.
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Case law: 1. The Madras High Court in Madras Hotel Ashoka (Pvt.) Ltd. v. ESIC- 1994 (I) LLJ. 495)
held that the determination of quantum of damages is not to be a subjective determination. There must be

an objective approach taking in to account all matters which are relevant therein. The quantum of damages

must necessarily be related to the gravity of the penal element in the default on the part of the party. That

in turn must depend upon the validity of the explanation the party may give for default.

2. Damages could be levied only up to the ceiling limit and any recovery in excess is Illegal. (Supreme
Court’s decision in ESIC v. Narniat Pharmaceuticals and Chemicals Pvt. Ltd. - 1998 (79) FLR 793; 1998
SCC. (L&S) 229; 1998 (2) LLJ.43; 1998 (3) LLN. 575.)
(E). May recover:

Case laws:  1. The Division Bench of Kerala in the case of ESIC v. Bhaskaran (1997, LIC. 1115), held that

failure to carry out the statutory obligation should be adjudicated by a quasi-judicial enquiry and the levy

of damages is quasi penal in character and hence such damages cannot be ordinarily imposed unless the

party acted either deliberately or in defiance of law or was guilty of contumacious or dishonest conduct,

or acted in conscious disregard of its obligation. Statute states that damages could be demanded only by

way of penalty.

                  2. Referring to the above judgment,  the Division Bench of Kerala High Court  in the case of
ESIC v. Hotel Mehanath (Kedaram- 2007(3)LLJ.505; 2007(2)LIC.1849) observed that Sec. 85-B confers

discretion on the Corporation either to recover the damages or not by way of penalty. The expression

“may recover” denotes that it is discriminatory. Hence failure to pay contributions would not automatically

attract penalty by way of damages. There cannot be any straight forward formula to claim damages in all

cases by way of penalty from an employer who fails to pay the contribution in time. It depends upon the

facts and circumstances of the case.

                A provision to impose penalty does not necessarily convey the same in all cases. It is trite law

that a penalty provision as distinguished from a provision creating an offence does not attract the rule of

principle of  ‘mens rea’(willful intention) and it is generally sufficient to prove that a default in complying

with the provisions of the Act for which the penalty is provided has occurred.

                  3.  The Division Bench of Kerala High Court held that once the contribution payable from a

particular date is delayed, and such delay was due to bonafide reasons, damages can be waived on the

facts of each case as imposition of damages is penal in nature and ‘mens rea, is necessary unlike statutory

obligation to pay interest for delayed payment of contribution.
(ESIC, Thrissur v. 2008LLR. 1001;
2008(3)LIC. 3095, 2008(118) FLR 936; 2008(4) LLN. 445; 2009(I)LLJ.340)
                 4.  The Division Bench of the Kerala High Court observed that the word used in Section 85-B

of the Act is that the Corporation “may” recover damages and not “shall” recover damages. Hence it is not

mandatory that in all cases, damages shall be recovered as per regulations. If in all cases, delayed payment,
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the damages are recovered at the flat rate prescribed by the regulations, there is no purpose for issuance of

a show cause notice and grant of personal hearing. The language used in Section 85-B itself is clear and

what is provided in the regulation is only the maximum amount of damages that can be imposed. It also

provides that if the establishment is a sick industrial company and is under rehabilitation scheme provided

by the Board for Industrial and Financial Reconstruction, no damages be imposed. (RD, ESIC and another
v. Managing Director, M/s QETCOS Ltd. - 2008(118) FLR.715; 2008(3)LIC.3191; 2008(4)LLN.460;
2009(1)LLJ.56)
                 5.  The Supreme Court observed that Section 85—B of the Act uses the words “may recover”

levy of damages there under by way of penalty. The legislature limited the jurisdiction of the authority to

levy the penalty not exceeding the amount of contributions. Regulation 31-C of the ESI Regulations,

therefore must be construed keeping in view the language used in the legislative Act and not ‘de hors’ the

same. (ESIC v. HMT Ltd.- 2008(I) LLN.491)
(F)


Corporation may delegate powers to levy damages :  Power has been given to the Corporation

to recover the damages. In view of the provisions of Section 94-A of the Act, the Corporation may

delegate this power to the Director General or any other officer or officers authorized by it.

Case law: 1. The Division Bench of the Punjab and Haryana High Court in the case of ESIC v. M/s.
Dhanda Engineers Private Ltd., (1981(59) FJR.259) held that the office order of the Director General of

the Corporation delegating powers to levy the damages under sec. 85-B to the other Officers, issued in

pursuance of the resolution of the Corporation, does not suffer from any infirmity.

                  2.  A delegation need not be one officer alone. It mat as well be in favour all officers. “Any

officer” of the Corporation may as well mean every officer of the Corporation. (1987 (70) FJR. 312)

L.17.27 Delegation of powers to levy the damages:

(a) Gazette Notification No. N-4/13/2/82-INS III dated 29th April,1983:—

“Resolved that the power to levy and recover damages from the employer (s) under section 85-B of the

ESI Act 1948, as amended up-to-date , may be exercised by the  Director General, all Regional Directors

, Joint Regional Directors, Deputy Regional Directors, Assistant Regional Directors, Director Sub-Regional

Office,  Pune and Deputy Regional Director In-Charge Sub-Regional Office ,Nagpur”

(b) Gazette Notification No.T-11/19/1/90-INS III dated 28th June,1991:—

It is notified for general information that ESI Corporation  at its meeting held on 06-03-91 has decided to

further delegate powers to levy and recover damages from the employers under Section 85-B of the ESI

Act to other Officers of the corporation in addition to the officers in the Corporation Resolution dated 29-

04-83 as under:—

“Further resolved that the powers to levy and recover damages from the employer(s) under Section 85-B

of the ESI Act , 1948 as amended may also be exercised by the Joint Regional Director In-Charge of Sub-

Regional Office in addition to the officers as authorised in the Corporation ‘s Resolution dated 19-02-83".
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(c) Further vide Hqrs letter No. T-11/19/1/90-INS.III dated 31-03-92; Hqrs letter No T-11/19/1/93-INS

.III dated 13-07-93 and T-11/19/1/2004-Rev. I dated 7-9-97, the monetary limits to levy and recover

damages under Section 85-B to the delegated officers  have been revised from time to time and the latest

monetary limits are  as under :

   (i)  Assistant Director & Deputy Director: All cases involving damages up to and including rupees

50,000/-

  (ii)  Joint Director/Regional Director:  All cases involving damages exceeding Rupees 50,000/-

NOTE:- The Designations of JRD,DRD and ARD have been changed to JD,DD and AD. Accordingly

the designations in the Resolution need be reworded as JD,DD and AD . Further , the post of Additional

Commissioner has been created for the Regions also for which  the Resolution may include their designation

also.

       Thus, in the Regional Office/Sub-Regional Office/Divisional Office, the Additional Commissioner ,

Regional Director , Joint Regional Director , Joint Regional Director (I/C) , Deputy Directors  and Assistant

Directors dealing with the Revenue Branches are authorized to issue notice to the employers and determine

the damages u/s 85-B in respect of the employers’ files under their charge.

L17.28 Counting the delay:

   a)   When payment of contribution is made by cheque:

              Where the employer has deposited the contribution by cheque in authorized bank, but the clearance

of the cheque and credit to ESI Fund Account is delayed, the date of deposit of cheque by the employer in

the bank is to be taken as the date of deposit of contribution provided the cheque is not dis-honoured by

the Bank. (Hqrs. Memorandum No. T-11/13/8/2007-Rev.I dated 13th October, 2008)

    b)   When the delay is due to strike/lock-out (whether legal or illegal):

              In case the employer could not make payment of contribution on due date due to strike or lock-

out whether legal or illegal, the period covered by the strike/lockout may be ignored for the purpose of

determining the damages. (Hqrs. letter No. T-11/19/1/90-Ins.III Inst. No. 11/91 dated 31-12-1991)

    c) Damages on regular contribution:

           Damages on regular contribution is to be calculated wage period (calendar month) wise from the

due date. (Hqrs. letter No. T-11/11/10/86-Ins.III, dated 27-3-1986, Instruction No. 2/86)

     d) Damages when the coverage was from a retrospective date:

           In case of retrospective coverage, the calculation of delay for regular contributions for the back

period is to be done after allowing a grace period of 21 days from the date of issue of coverage intimation

letter to the employer. (Hqrs. letter No. T-11/19/1/90-Ins.III (instruction No. 11/91 dated 31-12-91)

      e) Damages on omitted wages reported by the SSO/TIO:

               Damages on omitted wages noticed and reported by the Social Security Officer or Test Inspecting

Officer where the number of employees and employee-wise details of wages paid was not available is to

be claimed after allowing a grace period of 21 days from the date of demand letter/C-18 notice from the

Regional/Sub-Regional Office. (Hqrs. Inst. T-11/11/-10/06-Ins.III Dated 27-03-1986)
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       f)  When instalment facility is granted by the Corporation or by a Court.

              When the Corporation has granted instalment facility to pay the principal amount of contribution

to any employer, the employer is liable to pay damages as per law for the delay beyond due date for each

wage period (calendar month). A clause to that effect is to be incorporated in the sanction letter

communicated to the employer. This is applicable even to the instalment facility granted to the employer

by the Courts.

        g)  When the delay was due to Curfew/Bank strike/Natural calamities etc.:

             If the delay in payment of contribution was due to Curfew, Bank strike or Natural calamities like

floods, earth-quakes etc. preventing the employer to make payment on due date, the period of disruption

of normal functioning duly supported by documentary evidence from the Bank Authorities or from the

District Collector may be ignored for the purpose of  determining the damages.(Instruction No.11/91

dated 31-12-1991)

         h) When an employer disputes claim of contribution in a Court of law.

             When an employer disputes the claim for payment of contributions in a  Court of Law, and the

decision goes against the employer, the peiod during which the case is pending in a court is to be ignored

for the purpose of calculation of Damages. The due date for payment of contribution in such cases shall

be 21 days from the date of decision of the Court.

L.17.29  No Limitation – No bar for determining Damages:

               The Act or Regulations does not prescribe any time limit for claiming the damages on delayed

payment. The time limit prescribed in the second proviso to Section 45-A (1) of the Act  is applicable only

for the determination of contribution and not for damages.

            The period of 5 years limitation prescribed under proviso 2(b) to the Explanation below Section

77 (1A) of the Act is only for filing an application in the Employees’ Insurance Court and not for claiming

for damages.

           However, inordinate delay in claiming  damages is to be avoided.

L.17.30  Damages not to be claimed:

    Damages may not be charged on a single demand comprising the back periods for late or delayed

coverage or late payment of contribution for any contribution period (taken as a whole) does not exceed

Rupees 100/- (Rupees one hundred)
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Reduction or waiver of damages  is permissible only  in case of a Company which is declared as Sick and

in respect of which a Rehabilitation scheme has been sanctioned by the Board for Industrial and Financial

Reconstruction, as provided in the second proviso to Section  85-B read with proviso to Regulation 31-C.

The delegation of powers for reduction/waiver in case of Company declared sick by the BIFR and in

respect of which a Rehabilitation Scheme is sanctioned has been detailed under Chapter-XXI - Miscllaneous

under Sub-Head ‘ BIFR’.

There is no such provision for reduction/waiver in other cases;  Financial constraints, dispute

between partners, delay in getting the code number, or sickness of a company other than those registered

under BIFR in respect of which a Rehabilitation Scheme is sanctioned, do not qualify for reduction or

waiver of damages.

L17.32 No damages shall be levied/payable in the following cases :(Hqrs. letter No. P-11/4/32/2009-

Revenue-II dated 02-3-2010)

When the employer applies under the “New Amnesty Scheme-2010” for Settlement of cases filed up to

28-02-2010 under Section 75 of ESI Act, no damages shall be levied  subject to fulfillment of the following

conditions:.

    (A)
Section 75 Cases (filed up to 28-2-2010):
(i) Petitioner employer withdraws the case with the leave of the Court;

(ii) Pays both the contributions (employees’ share and employer’s share ) as per his records and

produces the records before the assessing authority for verifying its correctness; and

(iii)  Pays the interest in full.

(B). Section 85 and 85-A cases (filed up to 28-2-2010):

     (i)  The employer shall pay both the Employees and Employer’s share of contribution in full as

per his records, which he shall produce before the assessing officers if the contribution has been

assessed on assumed wages.
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    (ii)  The employer pays the interest due for the period of prosecution in full and

          (iii)  The employer shall also furnish an undertaking to the Corporation to the effect that he/she

shall be regular in compliance in accordance with the provisions of ESI Act in future or else he/she shall

forfeit the right to avail of such Amnesty Scheme.

L17.33 Claiming Interest and damages in respect of Branch offices/Sales offices functioning in other

Regions:

Action to enforce the recovery of contribution/interest/damages not paid on demand by the employer in

respect of a branch office/sales office/head office etc.should be taken by the Regional Office in which the

main factory/establishment having main code number is situated, on the basis of information furnished

by the Regional Office of the Region in which such branch, sales office, head office etc. is situated. (Hqrs.

letter No. N-4/13/2/83-Ins.III Col.I dated 23-10-1983)

L17.34   Other points to be remembered:

i)
Leviable damages should never exceed the total amount of contribution, even when the

calculation exceeds the total amount it should be restricted to the total amount.

ii) While working out the delay, the due date may be included and the date of payment may be

excluded.

iii) If the leviable damages does not exceed rupees hundred at a time, the same may not be

claimed.

iv) If the leviable damages exceed rupees 50,000/- the file is to be sent to the Regional Director/

Joint Director in-charge for issue of the notice (D-18), personal hearing and speaking order

(D-19).

v) The show-cause notice proposing levy of damages and offering personal hearing is to be

sent to the principal employer by registered post under acknowledgment at his residential

address and factory address.

L17.35  Recovery of damages:Recovery of damages may be made either as arrears of land revenue under

Section 45-B or by the Recovery Officer under the provisions of Sec. 45-C to 45-I.
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P17.1    The Interest and damages may be worked out and claimed either at the time of review of the

Employer’s file once in a calendar year or at the time of receipt of checked Return of Contributions from

the C-6 branch. As per the present inspection policy, the inspection of units is not regular and continuity

may not be there. Therefore working out the interest and damages only at the time of receipt of inspection

report is not desirable.

P.17.2  On receipt of R.C.:  If the interest and damages is worked out on R.C., the dates of payments

would have been  already checked and corrections in date of payment wherever required were already

carried out by the C-6 branch. Hence those dates of payments for the contribution period may be taken as

final to work out the extent of delay if any. There is no need to verify the dates of payment again from C-

6 ledger. It may be ensured that the R.C. for earlier periods has been duly received and interest/damages

for delay if any has already been worked out and claimed to ensure continuity and that all the preceding

contribution Periods have been duly checked. In case the R.C. for the previous periods has not been

received or interest/damages not claimed on those RCs,  to ensure continuity, with the help of C-6 ledger,

the delay for each calendar month for the pervious period if any left out, may also be verified and the

interest /damages worked out for the whole period.

P.17.3 At the time of review: If the interest and damages is worked out at the time of annual review of

employer’s file, make sure that the interest and damages has been worked out and claimed till the date of

last review. If this was not done during earlier review/s, it must be done now by verifying the delays if

any, for the period subsequent to the last claim. For this purpose, the payments position is to be verified

from C-6 Ledger.

P.17.4 Counting the delay: Payment of contribution is to be made for each calendar month within 21 days

of the last day of the calendar month in which the contribution falls due.  Hence the due date for each

month is 21st of next month. Therefore delay is to be counted from the 22nd day. However, the date of

payment may be excluded and the delay till the date prior to the date of payment only may be taken.

P.17.5 In respect of retrospective coverage:

(i)  Interest; the delay is to be counted on par with regular contributions ie. from the 22nd  day of the

following month for the entire period including the back period,

(ii) Damages; the delay may be counted after allowing a grace period of 21days from the date of issue of

coverage intimation letter to the employer for the back period.
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P 17.6  Rate of interest/damages: The rate of interest is uniform irrespective of the delay, without any

ceiling limit. But for damages, the rate varies depending upon the extent of delay as explained in Para

L17.23 and Regulation 31-C, and it should not exceed the amount of contribution.

P 17.7 Calculation: The calculation sheet for the total period may be prepared in the following proforma

and total amount of interest and damages may be arrived at the end. If the total amount so worked out is

not more than rupees 100 either for interest and damages, there is no need to make any claim. In case there

was any letter from the employer either at the time of making payment or after the claim that the delay for

any period was due to curfew/bank strike/natural calamities etc. the period covered by such occurrences

may be ignored in case of damages only.

Name of the employer:______________________________Code Number:_____

CALCULATION SHEET FOR INTEREST/DAMAGES

S.No. Month  Due

date 


Paid 

on 


Delay Amount Interest Damages Remarks

P 17.8 Claiming interest: The interest may be claimed in the form C-18(Interest) duly enclosing the

calculation sheet.

P17.9   Issue of C-19(Interest):  If there is no response to the C-18 (interest), after 30 days, Recovery

Certificate in C-19(I) may be issued to the Recovery Officer for recovering the interest amount as per

procedure. Entry may be made in the C-18/19 register at the time of issue of C-19(I). In case of direct

compliance from the employer after issue of C-19(I), the same may be cancelled and the Recovery Officer

informed about the payment. If the payment is fully recovered by the Recovery Officer, the C-19 stands

settled.  The branch officer is authorized to claim the interest amount without any monetary limit.

P 17.10 Entries in C-18/19 register and 45-B Register (Arrear Register): Issue of C-18(I), C-19(I), and

receipt of payment must be entered in the C-18/19 register.
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Since damages is a  penalty, before determining it, a show-cause notice in standard form D-18 may be

issued proposing the levy of damages, duly enclosing the calculation sheet. The employer is also to be

provided a reasonable opportunity of being heard. The following guidelines need be followed for issue of

show cause notice in form D-18:

1. Uniform proforma for Show Cause Notice (D-18) and Speaking Order should be used.

2. Damages should not exceed the amount of contribution [section 85B(1)] and the calculation should

be based on the percentage specified in Regulation 31-C.

3.    In case of retrospective coverage, the calculation of delay for regular contribution for the back period

is to be done after allowing a grace period of 21 days from the date of issue of coverage intimation letter

to the employer.

4.    In case of omitted wages, the calculation of delay shall be made after allowing grace period of 21 days

from the date of demand letter.

P 17.12  Action to be taken by the Dealing Assistants, Superintendents, B.O’s , JD’s and RD on levy of

damages:

1.
Dealing Assistants:

a. Calculate damages in respect of units who paid contributions after the due date based on the Inspection

Reports and the six monthly defaulter list for damages received from C-6 section.

b. To put up Show Cause Notice (D-18) against these units. Entry in D-18 /D-19 Register may be made,

showing Sl.No. of entry so made in the office copy of the Show cause Notice after obtaining the signature

and date of PH in the D-18 Notice of the Branch Officer/JD/RD.

c. On the date of hearing, submit the file along with AD, any representation/reply reeived from the

employer, information about payment if made by the employer to the BO through OS for issuing orders

u/s 85-B wherever necessary.

d. After expiry of 30 days of issue of order u/s 85-B, the file may be moved to OS/BO along with

Acknowledge Due duly received back for issue of D-19 in case no compliance has been received.  After

signature of the BO on the D-19, necessary entry may be made in the relevant column of D-18/D-19

register and thereafter issue the same through dispatch section.
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b.    To ensure that representation/reply of the Employer to Show cause Notice if received is put up and

order is passed within stipulated time.

3.
Branch Officer:

a. Speaking Order may be passed/ issued immediately after date of personal hearing but not later than

7 days thereof. In cases, where reply is received within this time, the case is to be examined on merits and

reasoned order to be passed levying appropriate slab of  % age of damages corresponding to period of

delay in the table .

b.    Speaking Order should be well reasoned detailing factual position, pleas submitted by or on behalf of

the employer at the time of personal hearing or in the representation. Ex-parte order is to be passed if

employer does not turn up.

c. Speaking Order should be passed with due application of mind by the Branch Officer.

d. If for genuine reasons it becomes unavoidable to postpone the hearing for finalizing the case, the

same should be recorded in writing with reasons therefor and it should not be postponed on flimsy grounds

contended by the employer. In no circumstances, more than two postponements should be allowed, for

any further such request, the case should be put up to Regional Director.

e.     If the payment is not received within 30 days of the issue of speaking order, D-19 may be issued.

f.     The Branch Officer shall maintain a PH register giving details of cases to be heard on each day and

to ensure that orders are passed immediately after the expiry of the date of hearing.

g. The Register of damages should be reviewed by the Branch Officer with a view to systematic

monitoring of all the pending cases.

4.  Joint Director:

a.   To determine/impose damages in cases where leviable damages exceeds Rs. 50,000.00

b.   To review and monitor the D-18/D-19 Register.
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     5.  Regional Director/Joint Director I/C :
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a. To consider granting of third opportunity of personal hearing forwarded by the BO.

b. Recommend the case of waiver/reduction of damages in case of Sick Industrial Companies for whom

rehabilitation scheme has been sanctioned by BIFR to Hqrs office.

c. To determine/impose damages in cases where leviable damages exceeds Rs. 50,000.00 and Joint

Director is not in position.

d. Review and monitoring D-18/D-19 Register

[Hqrs Inst.N-4/13/2/82/-Ins.III dated 27-09-1982; Z-15/20/81 INS.III ]

P.17.13 Submission of the file to BO/RD on the day of PH further explained: The branch may submit the

employer’s file along with the postal acknowledgment and letters if any received against the D-18 notice

to the B.O or the RD as the case may be on the day of personal hearing.

P.17.14  Personal Hearing further explained : On the day of personal hearing, the principal employer or

his authorized representative appears for the personal hearing, the BO/RD as the case may be, hear the

employer  and record the employer’s version in the note portion of the employer’s file and obtain the

dated signature of the person appeared for P.H. If he submits any letter explaining the reasons, the same

may also be taken on record of the P.H. proceedings.

P.17.15 Non-appearance for personal Hearing further explained: In case the principal employer or his

authorized representative does not turn up for personal hearing on the date fixed for P.H., whether the

postal acknowledgment in token of receipt of notice by the employer, has been received, and if there was

any reply from the employer to the notice has to be checked up.

P.17.16 Speaking order further explained: A well reasoned speaking order taking in to consideration, the

reasons explained and traversing  all the submissions and pleadings made  by the employer for delayed

payment of contributions, and the quantum of damages determined under Section 85-B is to be issued. If

it is an ex-parte order, the opportunity provided to the employer, and employer’s failure to utilize the

opportunity may be stated in the speaking order. The order should not be a mechanical one and consist of

(take on record) the contentions of the employer, the application of mind to those facts by the authorized

officer should find place in the speaking order. This order is subject to scrutiny by the Courts when

contested by the employer. Many a times, the employer contends that because there is a table fixing the

per centage of Damages to be imposed, the Determining Authority does not have any discretionary power

to apply his mind and to judge the percentage of damages it actually merits which is an infirmity in the

eyes of Law. This argument can be effectively negated by the fact that the Authority can completely

waive the damages altogether if the case so merits and also reduce it in mitigating circumstances.  Therefore,

all care must be taken while drafting the order. A period of 30 days may be allowed to the principal

employer for making payment of the damages determined in the order. The order must be addressed to the

principal employer with a copy to the factory/establishment.
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P.17.17 Despatch of speaking order further explained:  The speaking order duly signed by the authorized

officer with date may be despatched by registered post with ack. due. The order for the principal employer

and for the factory should not be sent together. They may be despatched separately.

P.17.18 Issue of D-19 further explained:  If there is no compliance for the Speaking order within 30 days

from the date of dispatch, D-19 may be issued to the Recovery officer for recovering the amount under

section 45-C to 45-I of the Act.

P17.19 Entries in D18/19 Register further explained:  Issue of D-18 notice, issue of Speaking order, and

D-19 and receipt of payment may be entered in the D18/19 Register and also in 45-B register (Arrear

Register).

P 17.20  TRANSFORMATION OF MANUAL ASSESSMENT PROCESS INTO COMPUTERIZED

PROCESS IN ONLINE APPLICATION THROUGH EMPLOYER’S WEB PORTAL

1

2

3

4

5

6

7

8

9


Automatic Executeion of the Batch process to identify defaulters as per contributions filed.

(Done once in 6 months)

Automatic Indentification of Defaulter(Interest and Damages) using Batch Process (Done

Once in Six months)

Issue C-18(i)/D-18

Conduct Personal Hearing in Application(D-18)

Create Order u/s 85-B from Application

Challan creation from Application for D-18 and Order u/s 85-B

Create Recovery Certificates

Challan creation from Application for Recovery Certificates

Recovery Process

10
CP-1 Process (Transfer of Recovery Certificates)

11
Recovery Proceedings

12
Closure of Recovery Certificates

13
Irrecoverable and Write-off

P.17.21   Benefits of the web Application in IT Roll Out

1. Automatic identification of Defaulters.

2. Defaulters can be identified every month and action can be taken instantly.

3. Interest and Damages will be calculated automatically.

4. Easy to track defaulters and their payments.

5. Automatically Employers will be dropped from Defaulter’s list once payment is realized.
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6. Automatic creation of Recovery certificates and same will be automatically assigned to Recovery

Officer of the region instantaneously.

7. Instant updates to Recovery Certificate status in case of Revoking the certificate, certificate on hold

by Authorized Officer.

8. Mail reminders to ESIC users.
P.17.22   Functioning of the Insurance Module

Application will follow the same hierarchy DA ->Superintendant -> Branch Officer (AD/DD) -> JD ->

RD.

1.  DA will issue Default Notices (D1/D2/D3) to monthly defaulters.

2.  DA will initiate issue of C-18 Adhoc/C-18Actual/C-18(i)/Order u/s 45-A  /SCN/Sanction Order/D-18.

3.  Superintendant will review the same and forward to Branch Officer.

4.  Branch Officer will approve/reject. On approval Defaulter letters are generated.

5.  Recovery Certificates will be automatically generated on approval of Branch Officer
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