ESIC 

This is a contribution of both Employer and Employee

Contribution - of wages:- 

         1.75%                                  4.75%

 

        Employee                          Employer

                                   6.50%

                                  (Total)

· Wages: 

It includes:- Basic pay , DA,  HRA, City compensatory allowance ,overtime wages payment for day of rest , production incentives,  bonus. 

· Excludes:

Any traveling allowance or the value of any travelling concession paid by employer, contribution paid by employer to any pension Provident Fund under ESI Act, Benefits paid under ESI scheme, encashment of leave. 

· Date of payment ( if delay interest paid @ 12% )

· In Form-6 with copies of challan

· Form-01- Application for registration. 

· Form-1- Declaration by persons in employment engaged after appointed day. 

· Form-10- Employees registration form.

· Form-3 Return of declaration form – This is a covering letter for the declaration forms to be submitted in duplicate to the appropriate office. 

· Form-6- Return of contribution – Submit this form qudruplicate to the regional office along with 6 challan of deposit with in 30 days of the end of every contribution period. 

· Form -86- Certificate  of employment issued to insuredt person by employer 

· Registers / Files to be maintained by the employer. 

· Form-7- Every employer shall maintain a register in form -7 in respect of every employee of this factory- preserve it for a period of 5 years from the date of the last entry therein. 

· Form-15- Appropriate particulars of any accident causing personal injury to an insured person may entered - preserve if for a period of 5 years from the date of last entry thereon. 

Applicability – ESI applies on all factories other than seasonal facilities. 

Factories 


          (Using power)




                   (Non power manufacturing units)


10 or more person






20 or more person.

ESI Act Shall continue to be governed by the act notwithstanding than no of persons employed fall below the limit subrecoverly.

Provisions enclosed as follows:

i. Shops

ii. Hotels – Resturents

iii. Rood motor transport undertaking

Registration :

Steps 1: Application 
Form-01      within 15 days                                Regional office.

                                    

                                Employer

Regional Office                               After satisfaction allot code no.                        Employee

Step-2 : After step-1 employer shall determine-( a)  Employee coverable ( b) Declaration shall                                                 be filled by employee.

Registration – 1A

Every employer shall maintain a register in form-7 in respect every  employee engaged by him.

PROVIDENT FUND

DETAILS OF FORMS

1.
Form -9 Contains a statement of employees in the establishment giving some details about them:-





Name of the employee 





Fathers name





Age





Date of employment


This form has to be submitted to the Regional provident fund commissioner for   the time once after coverage and not to be repeated for subsequent period. 

2.
Form-2 – It is Nomination form



Note : If case there is no family then to any person.

3.
Form-5- This form is similar form-9 above giving necessary informations in case 

           of those employees who join the establishment after submission of form-9 above.

4. Form-10- It is a list of employees who leaves the establishment after submission of Form-9 / Form-5 together within the date of leaving and reason for leaving. 

5. Form-12A- This is to be submitted every month by giving details of Basic wages, retaining allowance, Dearness allowance including the cash value of food concession, contribution deducted, contribution paid, administration charges paid together with the number of employees / members.

6. Form-3A- The record of provident fund for each of the employee is to be monthly posted is one form 3A.

7. Form-6A- At the year end these forms (i.e. form 3A) together with form 6A and the Reconciliation statement of the dues and paid shall be sent to RPF (commissioner). This is to be sent RPFC by 30th April.

Due Date:

	Form No
	Contents
	Due dates

	9.
	Details of employees who are                                              enrolled as P.F. members on the 1st day when the Act / Scheme

is made applicable
	With in one month of the date of coverage.

	2
	Nomination form
	Immediately on enrolment as members

to be submitted to RPF.

	5.
	Addition of members
	15th of the following month

	10
	Deletion of members
	15th of the following month

	12A
	Details of PF/EPS/DLI/ Deducted/Deposited.
	20th of the following month

	3A
	A member wise ledger cards only to be posted monthly and sent only at the end of the year with form 6A.
	Yearly by 30th April each year.

	6A
	Abstract of form 3A for the year and the details of amount due/paid.
	Yearly by 30th April each year.


Details of contribution:

The employer shall, in the first instance, pay both the contribution payable by himself and also on behalf of the members employed him, It shall be responsibility of the employer.
Employer’s contribution:

@12% (Employee >20)



A/C –10                                                      A/C -1

                   8.33%                                                                         3.67%

Transferred to pension fund



+ 12% (employee contribution)

EPS 6500 x 8.33%=541                                          transferred to provident fund.

Administration charges:

                                           @1.61%

  A/C-2                                     A/C-21                                                A/C 22

1.1%                                   0.5%                                                           0.01%

Trfd to PF

       Trfd to insurance fund 


Trfd to EDLI


             





  (Employee deposit linked 

      insurance.)

The challan of remittance along with form 12A is to be sent to the R.P.F.C by 5th of the following month. The remittances can be made up to 15th of the following month. 

The government has granted a grace of 5 days in the payment. 

8.  Contribution to be paid on basic + dearness allowance + cash value of food concession. 

9.   Tally with total salary of the company the employees and employers contribution and 

        tally the same with the challans deposited. 

10.   Verify for all new joinees PF is deducted and form No 2 intimation form is duty filled   and deposited with PF authorities together with form No 5.

11.   For people who have left the company verify that no  PF id deducted there after and form no 10 is daily with the PF Authorities.

12.  Verify for the previous year whether form 6A has been filed by 30th April 

13.  Verify whether the monthly returns are filed in form 6A together with form No-5, 

       Form 10, and Form No-2,

14.  Also verify where contract labour is used in the factory P. Fund is paid for all such 

       contractors employees since the company is liable being the principal employer.

Export & Export Incentives:

1. Excise Act :

2. Review the confirm order of the party  and ensure that the followings are complied with. 

a. Regarding the invoice price whether it is CIF/ FOB / C & F/ and the billing is done accordingly.

b. Whether the irrevocable L.C. is made as mentioned in the confirmed order .

c. Shipment is made within the L.C due date 

d. Access how often the L.C amendment charges are being paid & additional cost born by the company on this account. 

e. Review  pre-shipment loans on the basis of confirmed order / irrevocable L.C  at concession rates, & highlight cost benefit/ loss, (W-cap vs pre-shipment loan)

f. Accounting as per AS-11 So that exchange fluctuation A/C reflects the correct amount based on the bill of  lading  date, rate & actual rates of receipt. 

            g.  Sales should be booked as per AS-9:- FOB-bill of lading. CIF- Removal from  factory.

3. Overdue debtors analysis vis a vis credit periods 

3.1 Highlight overdue cases & compute interest losses.

3.2 Whether RBI is being informed for outstanding beyond 180 days (FEMA)

3.3 Whether application for B.R.C. is made promptly once money is received from foreign  buyer. 

DEPB Accounting :

DEPB should be accounted as an income on accrual basis based on AS-9, i.e. when the consignment leaves from factory in case of CIF &  Bill of lading date in case of  F.O.B.

Reconciliation of DEPB as under :- 

Total export male which are eligible for DEPB = XXX

        A

Categorized into :

	1
	Goods exported but money not received
	XXX

	2
	Money received but BRC not applied
	XXX

	3
	BRC received but DEPB not applied
	XXX

	4
	DEPB applied but not yet received 
	XXX

	5
	DEPB received but not utilized or sold
	XXX

	
	
	B


                                            




     A=B

Based on the above cycle time analysis should be made highlight cases where delays are above the norm fixed normally norm should be to apply for BRC within 3 to 5 days of receipt of money. Obtain BRC within 3 to 5 days of application.

Apply of DEPB based on cost benefit analysis of the DEPB application charges & interest cost of blockages. 

As per  Import / Export policy do a cost benefit analysis i.e. advance license scheme, duty drawback scheme & DEPB scheme which is more beneficial.

Ensure that no double benefit is taken i.e. CENVAT credit as well as duty draw back.

Compliance with EPCG  norm.

Access the monitoring system with respect to the export made & the time limit specified under the EPCG scheme & filing of application for discharge of liability on this account. Refer to recent FEMA guidelines for new rules.

Intimation of payment made by customer & the date of credit to our account (a companies should be made)

Insurance 

1. Cash insurance ]

a. Cash in safe insurance – This has been adequately taken keeping in mind the maximum cash holding in the previous year excluding cash withdrawn from bank for salary & Wage payment including bonus.

If the safe is in the approved vendor list & other conditions are also complied with then the discount on the above insurance could be availed. 

Analysis all the risk covered & conditions laid out in the policy & ensure compliance of the same.

Highlight non compliance with the possible implication. 

Normally it should be in all risk policy.

Note : Cash in transit insurance corers cash lying in safe for a period of 2 to 7 days until the same is disbursed the wage and other salary payment.

b.1
Cash In transit :- CIT risk from insured premises to the Bank & Vice versa. The maximum withdrawal limit should be based on the previous years figures & duly mark up for the current year growth. Analysis all the risk covered & their usefulness.

b.2. The maximum one time limit should be fixed as mentioned above the annual aggregate estimated limit of total cash withdrawal limit for the year has been exceeded or not. If not, then computation at the end of five year can be done & refund can be claimed. 

c.   Ensure the cash fidelity insurance is being taken out by considering above  two clause which is normally  3 to 4% to  normally handled the cash.

      The limit for the same should be based on the higher of the two (i.e 

 cash in safe / Transit ).  

Stock Insurance 

· It should cover raw material semi finished goods other components & various stock lying with third parties. 

· Access the risk covered & other conditions to ensure compliance there of. 

· It should be clearly mentioned in the job order. That the liability of insurance coverage for stock should be taken by whom.

· Highly inflammable material  / stocks should be stored in a separate go down in order to reduce the premium on all stock and building.

· Coverage of insurance for all the risk factors of stock quantity  value. 

Building insurance 

· Building insurance  should be based on replacement value (i.e. Architect certificate) not on the WDV of the building 

· Ensure that fire risk does not cover foundation cost and plinth area ( Note : New building being constructed, project in charge should take a contract on all risk  insurance  policy )

· Normal risk for the above policy.

SRCC – Strike Riote Civil Commotion

Fire-

Earthquake-*

Terrorism –*

Other acts of god – Typhoon, Floods, Cyclone etc.

* Note : Prior approval of corporate office is required.

Plant & Machinery :

· Plant & Machinery also should be done on replacement value based on the fixed asset register. 

· Foundation machinery should be excluded from the fire insurance coverage.

· Exclude tools & Dies 
not owned by company and other  assets  which are not owned by the company.

· Ensure that for addition & deletion of assets are adjusted accordingly & no insurances are taken out on obsolete assets. 

· Note : Marine cum Erection policy should taken for purchase of all new plant & Machinery which cover risk from the moment machinery leaves from manufacturer – till the time the erection is complete. This should be considered in selective cases where erection cost & time is more & complicated erection in involved.

· Based on cost benefit analysis a machine break down policy can be taken after obtaining prior approval from SBU-head 

Furniture Fixture, Office equipment / computes. 

· Based on physical verification done on the valuation date & the fixed assets register, insurance should be taken. As a policy whether it is W.D.V. or replacement value the valuation should be done & policy is taken. 

· Access the risk covered & the compliance of other terms & conditions of the insurance. 

· Note : For the above policies an additions / deletion clause could be inserted of Rs. 2 lakhs per quarter or 5 % of total assets cover for which additional premium need to be paid (Cost benefit analysis).

Motor vehicle 

· All vehicles purchased by the company should be covered. Whether for official or employee use a comprehensive insurance policy should be taken based on insured estimated value (IEV) as per insurance norms. 

· Based on the data provided in  the  insurance claim register control over no claim bonus should be ensured while renewing the policy annually.

· Accessories fitted in the vehicle should also be covered separately in the same policy.

Goods in transit (For Domestics)

As per policy for non capital Goods, Purchased indigenously no coverage is taken. However supply to OE customer if the customer stipulates the insurance condition then this should be taken. 

For all capital items transferred / purchased / sold   based in P.O. term insurance need to be taken. 

Export 

· For Imports / Export normally insurance coverage should be taken based on the P.O. & L.C term. 

· ECGC insurance coverage should also be taken for the purposes of bill discounting (as per Banking norms)

Insurance claim register

· Separate register should be maintained for insurance claims made during the year. This should have the following columns :

Date of accident

Date of claim

Date of survey

Date of approval of claim

Date of receipt of  cheques 

Date & rate of accounting for the claim

Note :-  Where ever excise duty has been claimed appropriate reversal of CENVAT is made. 

 In case of capital assets write off of 50% of deferral excise duty need to be made `in case of capital asset destroyed in the year.
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