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INTRODUCTION

|, the Chairperson, Public Accounts Committee (2016-17), having been

- authorised by the Committee, do present this Sixty-Seventh Report {Sixieenth Lok

Sabha) on 'Performance Audit of Employees State Insurance Corporation (ESIC)
and Special Audit of Medical Education Projects of ESIC' based on C&AG Report
No. 30 of 2014 and Report No. 40 of 2015 (Unfon Government) relating to the Ministry
of Labour and Employment.

2. The Report Nos. 30 of 2014 and 40 of 2015 of the Comptrolier and Auditor
General of India were laid on the Table of the House on 12 Decamber, 2014 an-.':l 18
December, 2015 respeactively.

3 C&AG Report No. 30 of 2014 on Employees State Insurance Ceorporation
{Performance Audit) was selecied by the PAC for examination in 2014-15. The subject
was continued for examination by successor PAC during their terms (2015-18) and
{2016-17). On faying of CEAG Report No. 40 of 2015 on Medical Education Projects of
ESIC {Speciai Audit) in the Parliament, the same was selected for examination by the
PAC during the term {2{}15 18) and this subject also confinued for examination during
(2018-17).

4. The Fublic Accounts Comimiitee (2014-15) took briefing and oral evidence of the
Ministry of Labor and Employment on CEAG Repott No. 30 of 2014 on 7 Oclober,
2015. Aferwards, the PAC (2015-16}) took oral evidence of ihe representatives of
Ministry of Labour and Employment on C8AG Report No. 40 of 2015 on 28 January,
2016. Thereafter, the PAC (2018-17) took further oral evidence of the representatives
of Ministry of Labour and Empioyment on both the C&AG Repors {30 of 2014 and 40
of 20115) at their sitling held on 5 July, 2018, A single Report with the titie 'Performance
Audit of Employees State Insurance Corporation (ESIC) and special Audit of Medical
Education Projects of ESIC' covering aspects comtained in both the aforesaid C&AG
Reports was drafied and placed before the Public Accounis Committee for their
consideration an 15 December, 2016 and again on 17 March, 2017. The Committee
considered and adopted this Draft Report at their siting held on 17 March, 28647, The
Minutes of the siltings are appended to the Repori.

5. For facility of reference and convenience, the Observations and
Recommendations of the Commitiee have been printed in bold and form Pari il of the
Report.

8. The Committee thank the predecessor Committees {or taking oral evidence and
obtaining information on the subject. :

V. The Committee would like to express their thanks 1o the representatives of the
Ministry of Labour and Employment for tendering evidence before then and furmnishing
the requisite information to the Comuniitee in connection with the examination of the
subject.

8. The Comimittee also place on record their appreciation of the assistance
rendered to them in the matier by the office of the Comptroller and Auditor General of
India.

NEW DELHI;  PROF.K.V. THOMAS
17 March, 2017 Chairperson,
26 Phalguna 1938 (Saka} Public Accounts Committee.

- (b
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PERFORMANCE AUDIT OF EMPLOYEES STATE INSURANCE
CORPORATION (ESIC) AND SPECIAL AUDIT OF MEDICAL
EDUCATION PROJECTS OF ESIC

~ PART|

. . introductery

1. The CL&AG of India {Audit) prepared two reports on Employees’ State Insurance
Corporation (ESIC} viz. Repori MNo. 30 of 2014 regarding Performance Audit of
Emploﬁees' State lnsurance Corporation and Report No. 40 of 2015 pertaining o
Special Audit of Medical Education Projects of ESIC. Since the C&AG reports were on
refated topics regarding ESIC, the Commitiee have decided to present ona consdlidated

report on the sﬁbiect containing their observations and recommendations on both the

Audif reports.

2, Emp!ayeés’ State ‘Insurance Scheme (ESIS) is an infegrated social security
scheme mandated fo provide protection fo workers and their depsndants in the
organized sector in confingencles such as sickness, materity and death or disab_tement
due o emgloyment injury or occupational disease. Towards this objective, the scheme
provides full medical faciiiies to insured persons and their dependants and cash
compensation for any loss of wages or eaming capacity of insured persons. The
scheme is operated by Employees State Insurance Corporafion (ESIC) established
under the Employees’ State Insurance Act, 1848 (the Act). ESIC is an autonomous
statutory corporation under the adminisirative control of Ministry of Labour and

Employment, Government of India.
A. Objective, coverage and benefits under the Act

3. The objective of the Act is ta provide full medical facilities to insured persons and
thelr dependants, as well as cash compensation for any loss of wages or eaming

capacity of an insured person in case of sickness, maternity and employment infury.
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4. The Actis implemented in the entire country (6xcept Manipur, Sikkim, Acunachal

Pradesh and Iﬁiizoram} COVering shops,'hoteia. restaurants, cinemas, maotor transport

undertakings, newspaper
employing 20 or more persons. Twenty one states have reduced the threshold of

coverage to 1{] persons

establishments, educational and medical

institutions

Benefits of ES!S

- Sl ‘- Benefit tao o Description
T 1 Na. : )
1. | Medical Benefit Medical care for self and dependents through a network
' | of panei clinics, ESI dispensaries and hospitals.

2. | Sickness Benefit | Sickness Benefit is payable in cash, in the event of any
sickness resulting in loss of wages due to absence from
work which is duly cerdified by an authorized medical

_ officer/practitioner. '
3. | Maternity Benefit | Maternity Benefit is payable to insured women int case of
. confinement or miscarriage or sickness related thereto.
4. | Disablement Disablemant Benefit is payable 1o insured employees,
Benafit suffering from physical disablement due o emplyment
L Injury or occupational diseases.

5. | Dependent's Periodical payment to dependants of employee in case

| Benefit of death of employee due fo employment infury.

6. | Funeral Recoupment of funeral expenses on death of employee.

expenses _ _ -
- 7. | Rehabilitation Payment of 50 per cent of average dailly wages for
Allowance maximum of 12 months, in case of loss of job due o
closure of the establishment, under Rajiv Gandhi

Shramik Kalyan Yo[na (RGSKY).

5.

The Ministry were asked whether ESIC has formulated any cofpc}rate plan ot

vision document and if so, details thereof. The ministty replied as under:-

“The ESIC has formulaled a vision document containing Vision, Mission,

Objectives and Functions and was formally released on 31/07/2014 in is
Corporation Meeting by the Hon'ble Chafrman, ESIC. The same had been
submitted to the Cabinet Secretariat under Rasulis-Framewaork Document (RFD)

for ESIC 20114-15,

In addition to above, E. 5.1, Corporation in its 1686% meeting held on 07.08.2015,
has approved expansion plans to caover all the States, Union Territories and all
districts In full where scheme is running in industral clusters and delivery of
medical services by upgrading Dispensaries, Cancer detection facilily, diaiysis
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3

facility :::n PPP made, all possible pathological faGIIHJES atc. in ESIC Hospitals
under 2™ Generation Reforms ESIC 2.0,

The Ministry were asked about the mechanism in place o fix accountability In

cases of iregutarities found in ESIC and all audit paras of the audit report no. 30 of

2014. The Ministry replied the following:-

7.

As and when imegularity is notficed in ESIC due to delinquency of any official,
apart from rectlifying the deficiency, action is also taken against such official as
per provislons coniained in ESIC (Stalf and Conditions of Service) Rules, 1959.
This efiectively means transfer, disciplinary action, suitable entry in Annual
Peronmance Appraisal Repori elc.

As far as the observations contained in Audit Report No. 30 of 2014, report has
been circulated to all concerned in ESIC and shorly appropriate action as
deemed fit, will be initiated.

When asked if any surprise inspection teams were sent to the hospitals to check

the physical status and details of the number of surprise inspections conducted during

the last one year at [east and the ocutcome of such inspections, the Ministry stated the

following:-

“The ESI Corporation is directly running 36 ESI Hospitals in dtﬁerent parts of the
couniry.

An action plan alongwith specific targets have been drawn for improvement of
medical services at these hospitals. Regional Directors and Senior State Medical
Commissioners/State Medical Commissioners of respective Siates have besn
authorized to visit and inspect the hDspEtaEs in their jurisdictions for compliance c-f

targets.

Besides, during the previous quarter, there were three surprise inspections of
these huspttals First on 8" July, 2015, Second on 14™ August, 2015 and the tast
one on 8" September, 2015. :

Marked improvement in the overall functioning of theze hospitals is visible as a
resuli of aforesaid steps.

General cleantiness of the hospital premises including in-patient wards, toilets
eic. has improved to a large exient. Separate OPD for Senior Citizens and
Physically Chalienged persons have been stared in the afternocns. Reception/
“May | Help You" counters are also functioning.”



'B. ©  Organisation, Implementation and Governance struciure

- .

8. ESIC has its corporate office at New Delhi and has 23 Regional Offices (RQ), 31
Sub Regional Offices (SRQ) and 6 Divisional Offices (DO) as jis field formations. Union
- Minister and Secretary of the Ministry of Labour and Employment are Chairman and

""" Vice-Chairman of ESIC respeciively, Director General is the Chief Executive Officer of

LT}

-\-|--\-l\-'-I--JJ\.L.|..I.|.I\.|.A.n.r.I.-\.I.'!.n.1.p [T
o '
| .

" the Comoration, . 0TI

g ESIC pm‘u’iﬂes heaith and medical care through a network of dispensariés, parngl
clinics (private clinics/diagnostic centers), hospitals including madel hospitals and
anngxes, Zonal Occupational Disease Research Cenires, efc. it also has fie up with
_other hospitais for super speciality treatments. Under ESI scheme, ESIC runs 38
hospitals, 42 annexes (Hospital with less than 50 beds is cal_led annexe) and 1384

dispensaries and has tie-ups with State Governmeni/private hospitals/dispensaries for -

o T Uty B A e

providing medical care.

aa T A

10.  The activities of the ESIC are governed by three bodies at the national fevel
namely (i) ES| Corporation, {ii} Standing Committee and (i} Medical Benefit Council
and by thiee bodies at the State level namely, () Regional Board, (it} Hospital

" Davelopment Committee and (iif) Local Committee,

C. Beneficiaries and coverage

b kb A o e R At o Bt A PSR E 3w

11,  Out of the total work force of abaut 4580 lakh® in India, 275.40 lakh workers are
{ in organized sector (176.70 lakh in public sector and 88.70 lakh in private sector) and
the rest are in unorganized sector, The Act covers woirkers in crgénizeéi sector only, At
present about 188 lakh Insured Pérsons (IPs} i.e. 67 per cenf of organized sector are

covered under Act which represents only about 4 per cent of the total work force of the

awt

country.

L AP A B G 8 LR A

' As per Standard Note on ESIS as on t January 2043
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D. Audit obiectives.-

12.  The performanb.e audit of the ESIC I report no. 30 of 2014 was conducied by

Audit fo assess whether :

* financial management and governance was efficient;
v meachanisim for coverage of new establishments was effective;
«  implementation of scheme, including procurement of medicines/

equipment was efficient and effective; benefits provided to the insured
Persons/beneficiaries wers as per norms; and
* infrastrucitire develapment was effective and as per namms.
13.  In Report no. 40 of 2015, Audit commented upon certalin aspects of Medical
Education Projects. The Ministry of Labour and Employment in Novernber 2014
requested the C&AG of India fo conduct a special audit of 13 ongoing Medical College
Projects. It was spacifically desired by the Ministry that the spectal audit may be taken

uw fo address the following concerns:-

. Whether due diligence was observed while deciding to take up medical
education projects?

. Whether these projects ware able to fulffli the objectives envisaged under
Section 59(B) of ES! Act? '

. Whether the provisions of General Financial Rules {GFRs) were followed

while implementing these projects?

14.  Audit however, noticed from the records that instead of 13 Medical Education
Projects, ESIC had taken up setting up of 22 Medical Education Prolects. :S.crutimur of
records revealed that one Medical Educafion Project viz Dental Collage at Vashi was
converted into @ 100 bedded hospital (February 2013) due to a change in Dental
Council of india (DCH norms 1or a standalone dental collage. Audit has conducted audit
of all the 21 Medical Education Projects and report no. 40 of 2015 contains audit

findings on these 21 Projects,
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E.  Scope of Audit

15 ] Thé peﬁorménce_audit covered related act@es of | EStG at its Headquarters,

Regional Offices, Sub-Regional Offices (along with two Branch offices), Divisional

. Offices, hospitals and dispensaries, Activities_at selected Medical/Dental/Nursing

. Colleges and Directorate {Medical) Delhi were also examined. Period covered under

performance audit was 2008-09 to 2012-2013. The Performance Audif d?d_nﬂt cover
states of Meghalaya, MNagaland and Tripura as very few establishmenis were covered

un'der EsIGCin tﬁese stat'es';.

16. The special audit was conducted at the ESIC Headquariers, New Dethi and
requisite records relating to implementation of Medical Educafion Projecis as available
at ESIC Headquarters and Ministry of Labour and Employment were examined during

the period January 2015 to May 2015.

Il. Financial Management
A. Income and expenditure

17, As per Rule 51 of ES| {Geniral) Rutes 1950, the contribution 5 to be collecied at

the rate of 1.75 per cent of wages from employee and 4.7% per cent of wages from

employer. it was the main source of incomea to the ESIC and contributed 76 {o 84 per

cent of its total income. In addition, the other sourcas of income were interest on
investinents (14 {0 22 per cenf) and rentfrateftaxes (0.60 per cent io 1.48 per cent} of
the buildings constructed by ESIC and handed over to stale governments to run the
scheme, etc. Expenditure of ESIC was mainly fowards providing medical benefits (54 fo
64 per cent of tolal expenditure), cash benefits {11 to 18 per cenf), administrative

expenses {12 to 20 per cent), efc.

18. 'A!j'aEysi's of data of income and expendiiure indicated infer-affa expenditure

towards medical and cash be_nefit was bebwesn 33 and 48 per cenf of tolal income
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implying that the expenditure on the main activity was not in proportion fa collection of
contributions. It also indicated that the rates of coniribution from emiployee and

employers wera higher than present level of sewfces be_ing' provided,

18, When asked about the reason for increase in administrative expenses from

182612 cores in 2012-13 to ¥ 1028.02 crore in 2013-14, while the ESIC was entitled

for 15% expenditure for administrative purpcrée since 1948, the Ministry made the

following submission:-
"Ag per Rule 31 A{2) of the ESI (Central} Rules, 1850 the administrative
expenditure is restricted {o 15% of the tolal revenue income. Adminisirative
expenses includes pay and allowances of ESIC employees which is as per the
Central Govt. and other administrative expenditure is done siriclly according to
the budget The amount of T 1028.02 crores includes the provisions of T 341
crores towards retirement benefit of ESIC employees for current year and future
years. These provisions are being done on the basis of actuaiial valuation.”

20.  On being queried as to why a separate accountt head like medical benefit, cash

benefit ele. could not be made instead of booking it under administrative expenses, the

Ministry gave the following response:-

“In ESIC the administrative expenses of Medica! Staff are shown together with
that of Medical benefits and Cash benefits. This is dona because the Medical
Staff are engaged for extending proper and guality Medical benefits to Ps. There
was a delberation to club the Medical administralive expanditure with that of
General administrative expenses of ESIC. But after careful consideration, it was
dacided by the Ministry of Labour and Employment that the expenditure on
Medica! benefits should be linked and put iogether with that of Medical and Cash
benefits, as it relates to service of IPs.”

B. Accumulated surplus

21. The ESIC was created to provide sccial security for IPs, howaver as seen from
its income and expenditure figures, its collections were consistertly and significantly
higher than its Ievéi of expendifure on gervicas, with thé resutf that i has been
accumulating surplus over the years. During 2008-10 and 201213 ESIC transferred ¥

5000 crote and ¥ 3000 crore respectively from-‘Surphus’ to ‘Capital Construction

Reserve Fund' {(CCRF). Yei the accumulated surplus increased from T 13481.40 crore

in 2008-09 to ¥ 19157.08 crore in 2042-13. As per Audit, spending less on providing
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core services (medical benefits and cash benefits) for which ESIC was created and
using accumulated surplus for medical education {construction of medical colieges) is

an issue of concem.

22. The Mm:stw were asked if ESIC hsd prmﬂt]zsd heads for which aceumulated

surpluses may be used while specifying the reasons for accumulation of surplus fund.

s The Mrnlstry were further asked as to why ESIC failed to spend on core services [ike

medical benefits and cash benefits. The Ministry responded as under:-

“The ESI Corporation in its 186" meeting held on 07/08/2015 has approved
fs!lswmg sxpsnslsn plans besides measures to improve delivery of medical
services under 2™ Generation Reforms ESIC 2.0.

a. Expansion: ESIC to expand to cover all the States, Union Tetritories and all
Districts in fuli where Scheme is running in industrial clusters.
(T} States of Arunachal Pradesh, Mizoram, Manipur and Andaman & Nicobar

Island {UT}.

{iiy The ESI Scheme is presently running in 849 Centers of Indusfrial Clusters
of 393 Districts. There iz a plan to cover whole of the Districts instead of
Industrial Cluster based on revenue villages.

b. The ESI Scheme to be expanded to unorganized sector by reducing the
threshold from present 10 persons in a unit.  Self employed ke autorickshaw
drivers, rickshaw puliers are also being considered for bringing them into the
ES] ambit for medical benefit, in phases.

c. Delivery of Medical Services !

(i  ESIC to upgrade 1/3 number of dispensaries to six bedded hospitals with
- 24x7 facilities, Patholegical Facilities and X-ray Facilities.

(i} Cancer detectionfireaiment facility at different ievel of hospitals.

(iiy Dialysis facilily in all ESIC Model Hospitals on PPP Model, -

(v} Al pessible pathological facilities in all hospitals by instaliation of required

equipment aither by upgrading or outsourcing.
(v} Pliacing appropriate gueus management system in every hospital.
{vi} Beiter upkeen and s|gnsges at hospitals.

ESIC has provided ms{ﬁssi and cash benefit to Insured Persons as per
prescribed scale of benefits. ESIC has made sustained efforts for improving
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certain imit be transferred io the Public Accounts so.that huge unspent amaunts of the
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medical and cash benefits. The expenditure on medical and cash benefit has
substantiaily increased duting the period 2008-10 to 2014-15. The expenditure
on medical benefit has increased from T 1627 crore in 2009-10 to T 5616 crore
in 2014-15 and the cash bensfit has increased from T 386 crore to ¥ 800 crore

" during the saime period. Thus the average annual growth in Medical and Cash
- Benefit during last 6 years is 41 % and 18§ % respectivaly.

. The accumulation of sumius is not the purpose of the social sectirity sche*ne but

it is the imtegral par of the system. As the medical benefil of ESIC is unkimited,
maintaining surplus is essential to face any unforeseen contingency,

The ESIC in the recent past has implemented decisions of the Carporation for

- improvement of Medical Senvices axtending Super specdiality treatment from tie-

up hospitals wherever it was required. The recommendations of Committes on
Medical Services and Medical Education has been implemented thereby
boosiing the financial requirement of the States run ES| Schemes ie. T 1500/-
per 1P, unitfannum fo T 2000/ per |.P/annum besides expenditure on stiper

speciality by ESIC itself.

Kesping above in view, the suiphises accumulated shall be judiciously utifized in
the years fo come.”

In this regard, when asked if the Ministry believed that the surplus fund beyond a

ESIC du not lead to unplanned, inefficient expenditure, and whether there was a

monitoring process in place for financial analysis of the ESIC funds and expenditure, the

Ministry responded thus:-

“It is humbly submilted that CCRF was created as an earmarked fund with an
object to meet the expenditure oni the purchase of building, construction of
hospitals, dispensaries, other medical institutions and offices of the Corporation
together with staff quariers attached {o it so that capacity building in medical and
non medical infrastricture could be esfablished o provide more sfrength and
betier autreach in delivery of services to the beneficiaries of the scheme. i is
further submitted that the Cotporation in its 147" meeting held on 25" August,
2009 approved the allpcation of funds in phased manner for medical education
projects to be incurred in five years pariod commencing from the year 2009-10
and accordingly during the period 20638-10 to 2013-14 total amount of T 16,914
crores was transferred in CORF for the purpose.  in the year 2013-14 it was
decided to make CCRF as non-earmarked fund so as to enable ESIC to ireat
interest earned on investment of CCRF as revenua income. It was also decided
to continue transfer of fund at ohe percent of cantribution for future expansion
plans and from the financial year 2014 onwards, amount equal to newly
sanctioned project shall be transferred immediately from General Reserve Fund
(GRF) to CCRF and adequacy in CCRF will be assessed every year in view of
escatation, addition, reduction, termination of project and transfer from CCRF to
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GRF as per requirement and in case of immediate requirement of fund for any
cantingency. It is also mentioned that in order to have effective monitoring of all
major construction activities, the Corporation has constituted its Sub-Commitiee
and mandaie to oversee, review {pre / posl activities} and examine all the
construction activities and progress of construction of hospitals, dispensaries,
staff guarters and office buildings. In addition 1o above it is mentioned that as per

-audited annual accounis of ESIC for the year 2014-15 there is a capital

comntitment to the tune of Z_ 4,262 crores and besides this Corporation

. expending its outreach on'all [ndia basis_from the year 2017 which wilt llkeiy to
- demand more funds for these future expansion plans.

- Therefore, it can be ewdent from above submission that transfer of funds in
CCRF to the tune of T 16,814 crore during the peried 2008-10 to 2013-14 was a

planned -degision of the Corporation and this amount cannot be qualified as

--surplus fund,

Regardmg transfer of funds from ESIC fo Public Accounts, it is submitied that as
per provisions contained in section 28 of the ES[ Act, 1248, the Employess’ State
Insurance Fund shall be expended only far the purposes provided under this act
and for the henefits of the beneficlaries of the Scheme. Since the ESI Scheme is
in the nafure of seif-financing scheme and therefore, the Employees’ State
Insurance Fund may be expended only for the purposes provided under this Act.

Any surplus fund is fo be invested for future expenditure towards the scheme as

per provisions of the Act.

It is submitted that the Corporation has constituted the Budget and Accounts Sub
Committee for monitoring and control of ESIC funds and expenditure and

“scruliny of expenditure and accounts. It is also mentioned that for day to day

investment of ESIC funds a separate Committee already exists in ESIC which
professionally manages the ESIC funds.”

Arrears of contributions

As per rule 31 of ES| (General) Regulations 1950, all employers of covered

establishments are required to deposit both employees’ and employer's contribution
within the stipulated period i.e. latest by 21% of next month. In case employer fails fo do

so, contribution alang with interest wil fall under arrears for which ESIC is empowered

to take recovery action as arrears of land revenue under Section 45-B to 45- of the Act.

25,

Analysis of arrears by Audit indicated that:
Out of total arrears of 7 1655_.42 crore as of March 2013, T 1001.82 crore ware
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classified as not recoverable, ¥ 124.32 crore as dues from sick indusiries and T
529.28 crore as pending for recovery with Recovery Officers. _ '

"% A significant portion of fotal arrears was classified as ‘not recoverable arrears’
mdica’cmg weaknesses in recovery meghanism.
" Total arrears were about 20 ta 34 per cent of annuat mntrlhutmns dursng 2008-

T8 1o 2012-13.
"« - Arrears recoverable as on 31 March 2013 i.e. T 1855.42 crore, constituted 20.4

E
!
%
i * “per cent of the total contributions collected during 2012-13.

i__ e The amount of autstanding arrears increased by about 30 per cant from 20{]8—3_9
|

i

;

o 2012-13.
- -26. ESIC stated (May 2014) that the main reason for the outstanding arrears was

continuing default and all regions were being advised to ensure timely recovery action in

respect of defauiter uniis.

27.  When the Ministry weare asked to explain the basis on which the rates of
contrihutmn from employees was decided they submitied the following reply.-

‘Rule 51 of the Employee's State Insurance (Gentral} Rules, 1950 lays down ihe
rate of contribution as under. -

Rule 51, Rates of contribution:- The amount of contripution for a wage perod
shali be in respect of -

a) Employer's confribufion, a sum {founded io the next higher rupse) equal to
four and three-fourth percent of the wages payable to an employee; and
b} Employees’ contribution, {rounded to the next higher rupee) equal to one and
three-tourth percent of the wages payable to an employee.”

AT R W T bt e

Iais

28. When dueried about the mechanism in ESIC to ascertain that thé c_c:-ntfﬁ:mtimn
and the main aclivity of providing henefits are in proportion, the Minisky replied the
foliowing:-

“The caniribution and the main activity of providing benefits are asceriained on
the hasis of actuarnal valuation of the assets and liahilities.

The purpose for actuarial valuation to examine if the contribution is adequate to
pay fmest the benefit an a long term basis. It s also examined if the benefits are
in Ene with actuatial principle and if the fund is adequaie to meet the liabiities.
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- The adequacy is estabkshad by the Actuary through- Strata Sampling to obviate

effects of regional/lenvironmental varance on sickness rates, Clusier Samplipg
far proportion to be taken from each category of industry, Propartionate Sampling

- to proportionately represent each industty in a parboular region and finally

Random Sampling of Insured Persons in a Cenfre depending upan the totai
number of Insured Persons in the centre,

Aci:urdingiy, the rate of contribution and the scale’ of medical benefit {ceiiing o
mexdical care expenditure) and cash benefits have been increased from time to .

fime. The rate of contribuiion so arrived in the past are as below :

[ Periad | Contribution as % of wages .~ | Total contribution
_ | Employer's Employees’ o
01071973 to| B o
| 26.01.1985 5% _ 2% s L
27.01.1985 1o o - orn
31.03 1992 i 5% 2.25% T.;E%
01.4.1992 to o a 0
312,199 4% 1.5% 55%
| w.ef 01.01.1997 4.75% 1.75% 65% |

In their background note submitted to the Commiltee, the Ministry stated the

following in this regard:-

3[}.

“The total arrears outstanding as on 31 March, 2014 were T 1754.14 crores, out
of wiich T 630.79 crores fall under the category of recoverable arrears and an
amount of T 1123.35 crores undear the category of non-recoverable arrears for
the present due fo claims disputed in the Courts, faciories having gone intp
liguidation, factories registered with BIFR, amount pending with Claims
Commissioner, closure of the factories and whereabouts of the defaulting
employers in certain cases not known. Special drives are being latinched every
year {o recover ES! dues. The Recovery Officers of the Coarporation had
recovered T 186.07 crores from defaulting employers in 2013-14 against the
target of T 175.00 crores. A tamget of T 192,06 crores towards recovery of
arrears was fixed for the year 2014-15 and an amount of ¥ 188.13 crores has
been recovered against this target.

On being asked as to what steps have been taken by the ESIC to-recover the

pendmg dues and what amcunt was expec:ted to be recovered out of T 165542 crore,

the Ministry gave the fc:lic:wmg rephy.-

“‘More than 21’3"" of T1655 ¢r mentmned abhove is dlspuied and under litigation,
hence, not recoverable uniess the courds vacate the stay. In the year 2013-14 net
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recoveries was T13.00 crores against the duss of ¥ 742.73crores.  Besides,
anmual recovery is abotit T 200 ¢r.

The details for the Iast two years are as under :

Arrears Disguted in courds

Sl | Description . = JAson “TAson  JNet
| No _ - . 31032013 _31.:]3.261{1 change
T S S | ountinTcrorgs |
-1 [ Arrears disputed in courds 74273 729.68 (-13.05)
[ 2 [ Under liquidation = 117245 = (17775 |53 ‘
3 | Pending with claim  7.44 6.98 0.46
coimmissioner i
4 | Closed factories whereabouts | 78.35  {89.33 1088 |
not kKnowe \ .
- 5 | Decree obtalned butnot | 0.85 0.85 10 ]
executed : _I
Total ' 1001.82 100459 - | 277
Pues from Sick indusiries _ e
1 | Faciories registered with BIFR | 82.78 TO.70 . {(-12.08)
hut scheme yet to ba
sanctionad
2 | Declared sick and scheme 41,54 14806 6.52 = |
sanctioned
Total ' ' 124.32 |118.76 i (-5.56)
Recoverable dues with recovery officers '

|

Grand Total 1666542 | 175414 | 98.72

—_—

The net change indicates the difference beiween amount added and recovery
made during fthe year. The {-} minus figure indicates excess recovery over

addition

Actual Recovery made during this period {in crores)

Year . Target - Recovery made
2013-14 175 188.07
2014-15 192.06 198.13
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“Amount includes. arrears under all the thres category/previcus years.”

31. ~ When asked why the recovery officers had.not been able to recover the pending
~ - dues, whether any accourtabiiity had been fixed and what action had been taken to

o E enforce greater acmuntabllity un cmntrt‘butmg orgamsatmns and recovery -officers, the

A - - =

'_d o Mlnisiry repiled as under— o .

- Eero— o "The amount pending with therecovery officers is about 32 % of T 1655 42¢crore

- - — - Out of this about T-1125 crore is either disputed-in courts of dues from sick

jieo=0 T = industies. Recovery of such amounts becomes ditficult and alsa depends on
fact{:-rs beyend the control m‘ ESEC "

32, On being asked |f ESIC har:i given any time frame to :ts regional officas/ made
any time bound action plan to recover arrears of contributions from various

organisations with interest, the Ministry gave the following reply:-

“The recovery target is prepared for all the Regional Offices every year out of the
recoverable amount. The performance is monitored af Hars office lgvel and
repori is placed before the Corporation every year, The units whose performance
are below par are also conveyed the displeasure notice of the Corporation.”

D, Loss of Revenue by time har-ring

_ 33. Section 45 A of the Act, which empowered ESIC fo determine the amount of
’ contribution payable by the emplayer, uﬁas amended in June 2010 by prescribing a time
: limit of five years for determination of confributions, with a view that such cases were
determined within maximum period of five years. Consequent to the amendment, ESIC
directed (June 2010} all ROs/SROs, to assess all the pending cases on priority o
finalize the assessment of contribution by passing appropriate orders before expiry of
five years. However, it was seen that a number of cases could nat be decided within this
time: limit, resuliantly the recoveries of ¥ 48.31 crore became time bamed. Thus, non-
intiation of action by the ESIC even in five years periad to dstermine the dites resuiied
in loss of revenue of ¥ 48.31 crore. ESIC stated (May 2014) that action for determining

responsibility for violation of instructions was being looked info.

34, In this regard, the Ministry asked about the measures undertaken by ESIC to

determine the coptribution payable by the employer within five years consequent to the
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amendment of the Act in June 2010 and if there was any provision for collecting -

provisional contribution to avoid losses due to tine barred recoveries. The Ministry

35.

. stated the foliowing:-

“The employer is paying contribution on regulér basis, on a provisional-
assessment by themselves on the ameunt, which constitute "Wages" under the
Act. The determination of contribution ufs 45A arises in case of defaulters oras a

' result of inspection of racords. Subsequent to amendment to the Act  welf
= 2010, guidelines have been, on 81122013, 20/03/2014 and 12/5/2014, issued fo

the regions for determining the dues on time so that back period dues up to 5
years are not time barred.

Further, under the Insurance Module of the Panchdeep Project, defaulting
egmployers can be tracked on month-to-month basis, This will help in reducing the
default and enforcement of timely compliance.”

When asked if ESIC had taken action against those responsible for delaying

assessment resuling in recoveties becoming time barred, the Ministry submitted the

foliowing:-

“The employer is paying contribution on regular basis, on a provisional
assessment by themselves on the amount, which constitute "Wages® under the
Act. The determination of contribuiion u/s 45A arises incase of: :

{) defauliers orf and
{ii} asaresult of inspeciion of records by ESIC

Defaulters are being monitored on month-to-month basis through the Insurance
Application of Panchdeep Project. :

However, the inspection is undertaken as per random selection through the
Unified Web Poral as per the criteria lald down in the inspection policy to

neutralize subjective inspection. The number of inspections has been reduced

under this palicy of the Government of india, and it is possible that some of the
employers may not have been selected by UWP for inspection in a pericd of five

years.

Thereiore, delaying assessment resulting in recoveries becoming time barred, if
any, cannot entirely, be aitribuied for not conducting inspeciion timely by the

employees of ESIC.

However, the employees are liable for disciplinary aclion for delay in assessment
of contribution resuiting in recoverles becoming. time barmed where such
determination is due as a result of defaulter action or on the basis of report of
inspection conductad within the specified time period.”
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D. Non-Recovery of Arrears of T785.10 crore from Delhi Government

38, Administration of ESIS was transferred from Delhi Government to ESIC in 1962,

with the canditio for reimburserment of 1/8™ share of eﬁcpenditure by Delhi Government.

Delhi Gmrernment had been making paymem’: regularlj.,»r till 1989-90, but subsequently

paymenis became irregular. A total of T ?85 10 crore was ouistanding from Government
' 'c:f Dethi as'on 31 March 2013, ESIC also did nat take up , the maiter with the Ministry to
~ pursue with Delhi State Government for recouery of arrears, ESIC stated {May 2014}

that the malter was being cmstanﬂy pursued with. Delhi State Gcwernment

37. On being asked f ESIC had consulied/ discussecl the matter with the Ministry of
Labour and Employment, what was the status of pending dues and recovered amount
as on date, and further, what speciﬁc steps were being taken to pursue the matter with

the Deihi Government, the Ministry replied the following:-

‘ESIC has regularly discussed the matter with the Ministry of Labour &
Employment on the issue of pending dues towards the Delhi Govermiment. The
ESI Scheme in Dethi was transferred to the ESIC on the sanction of BIOLE, Govt.
of india. An amount of ¥ 71.29 crores has been received from Delhi Govt. since
1991, The pending dues towards Delhi Govt. now amounts to 1127 .87 crores.
The State Govt. has agreed to pay 1/8™ share upto 2013 amounting to T 90.35
crotes. A number of correspondence has been made by the Direclor General of
ESIC to the Chief Secrefary/CMO Govt. of NCT Dehhi to discuss the matter and
action for payment of outstanding dues. The matier is still being pursued.”

E. Budget

38. According to Section 26 of the ESI Act, all contributions paid under this Act and

all other moneys received on hehalf of the ESIC are paid into a fund called the

-Employees’ State insurance Fund, which is held and administered by the ESIC. The Act

further provides that the Corporation shall frame a budget, showing probable receipts
and expenditure and submit a copy of the budget for the approval of the Central
Government (Section 32). Rule 48(2), Appendix 2 of General Financial Rules {GFRs)
provide guidance on preparatia'n of budget and stales.-that the budgét should be

~ prepaied with due care. The details of budget estimates and actual expenditure of ESIC

and its Excess {+) or Saving {-} during 2008-2008 fo 2012-2013 as per audit indicate
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that while actual expendiiure wss close to budget figures in 2008-09, during 2008-10 to

| 2011-12 savings of 14.47 per cent to 20.22 per ceni were ohserved.

39. Sc:mtmi.rr of process of approval of. budgst in the Mmistry revealed that the

-Mlmstry’ spprsvsd the budget proposal as submittad by the £SIC i.e. without exercising
T oany svsrs|gh_t role d_urmg all five years. This indicated weaknesses in the budgeting

- process. - - . - . L

40, I’_’ﬁiﬁdit' alzo analysed budgeting for ESIC field offices and significant deviations

were found, such as sxcsssvamng from 20% {o 196 % and savinas ranging from 20%

to 69%. These vsr:atusns indicated weak budgeting and lack of adequate oversight on

the part of ES!C Audit recommended that ESIC may frame the budget estimates with

due care and that the Ministry may scrutinize the budget proposals carefully hefore
according sanction. The Ministry/ESIC accepted the recommendation.

41.  On being asked about the major reasons for savings with respect io budget
estimates in all the five years and why t-hs Ministry had failed to exercise any oversight
role during the period from 2008-10 to 2011-12 while approving the budget proposals
suhmitted by the ESIC, the Ministey replied:-

‘Analysis of BE versus actual expenditure for the perniod 2009-10 to 2012-13
reveals that the major reason for saving in BE was "Psymsnt o Siate
Government” (OAP). Detail is as follows -

T in crora

Year |  BE Actgal ! Savingsin|  Total| Saving on |
- Expendifure OAF Saving OAP to

fotal

R B | | Saving |
_ T 2 3 7 51 6(45)]
| 2009-10 | 1112.80 808.50 | 304 30 B87.23 44%
010-11| 1260.00 ] 993.86 26814 | 56311 7%
201112 [ 162728 | 1217.05 41024 8i8.00]  50%
(2012-131 1739.86 | 1464.91| 27495 87152 32% |

"On Account Payment” to State Govi for providing medical benefit is done on the
- basis of total number of Insured Persons (IP) in the Siate multipiied by the ceiling
per IP. As per agreement with State, 90 % of the same is released during the
year and balance 10 % is released afier receipt of audit cedificate from State
Accountant General. 90 % payment is released on 4 quarterly installments
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- whereas first 2 quarters are released on the basis of estimate, next 2 quarers
are released on the basis of receipt of unaldited expenditure detail up to the 2™
' guarier. Budget is prepared on the basis of 80 % ceiling amourit.

Since, liability of ESIC is 7/8 of the ceiling amount, budget is prepared

- _.accordingly-and in the case of less than ceiling expenditure by State, situation of
savings arises. However, full care will be taken to factor the trend of State Govt
expenditure to make the budget more rational. -

The Miniﬁrf of Labour & Empi-crymer_}t has- already issued instructions vide fetter -
dated 5/3/2015 to factor frend of expenditure, division level variance analysis and
- considering 7 months actual expendiure for preparing the budget. '

- Now, full care is being taken while prepaﬁng current year budget.”

F. F'ayrhents to States without audit certificates

42.  As per Section 58(3) of the Act the ESIC entered into an agreement with the
State Governments to provide a uniform scale _raf medical care to 1Ps and expenditura
on medical care is to be shared between ESIC and State Governments in a rafio of 7:1.
As per prescribed procedure, ESIC makes provision for on account payment up to 80
percent of its 7/8% share of expenditure based on the ceiling fixed and pays the halance
10 per ceni subsequently on receipt of audit cerlificate from the concemed State
Accountants General {AsG). Audit observed that during 2008-09 to 2011-12, the ESIC
pafd T 2280.29 crore to 21 States as 90 per cent advance payment but the éxpenditures
were not cerified from the respective Accountants General even after a lapse of mare
than'fﬂur years. Audit also observed that ESIC released funds to Andhra Pradesh,
Guijarat, Haryana, Punjab, Rajasthan and Tamil Nadu in excess of expenditure certified

by the AsG. The basis of making excess payments to States was not on records,

43, ESIC stated {May 2014} that the payment of T 2280.29 crore to 21 Siates
referred to the payment of 90 per cent of 7/8% share,' which was o be made in advance
withaut audit certificates. Audit did not accept the reply of Ministry as the funds had
been refeased to the States consecutively for faur yeérs ie. 2008-0¢ to 201112 and

expenditure figures ware not certified during these yearé_

44, In this regard, on being asked why ESIC had made payments to cerlain States in

excess of expenditure cettified by the Siate Actouniants General and what action had
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been:_initiéled against the delinquent-employees, the Ministry submitted the following

reply:- -

" *Based on Budget Estimate received, {he payment to the State Gout. is released

T in advance on guartetly basis so as tn_facllitate'the smocth delivery of medical

services by State Govi. However, Revised estimates is received just prior to 47
“quarter of a financial year. So, ther amount to be given in last quarter is calculated

= -=hased on the expenditure during first two quariers & revised estimate.

_ Hence, thefe may be few instances of excess payment. However, any excess |
"paymeni made is adjusted at the time of full and final payment of that financial
~  year upon produictionTof Audit Gerdificate by the State Govt.

As per guidelinesiprocedure, ES| Corporation pays 90% of 7/8™ share to State
Gowvt. in advance in four quareriy instaliments. However, full & finaf payment is
paid on receipt of audited cerlificate of accounts of State Gowt. by the Accountant

Genaral through State Gowvts.

As mentioned, paymént made in three Quarters on the basis of annual budget, s
adjusted in Final instaliment (as paer expenditure statement of the three quarters

of the same financial year).

Howevear, when ESIC Hars receives the cerlificate of Accounis of State Gowt,
from the Accountants General, the final payment is made on aciual basis. As
such, there is no excass payment.”

G. Un-reconciled challans

45, After the computerizalion of ESIC, all contripdiions are to be paid by the
employer through online challan. Each month, each employer needs o generate online
challan for contribution to be pald. Payment Is to be made in State Bank of India for that
chalian. After getting scroll from the bank, ESIC reconciles the challans generaied vis-a-
vis those paid in bank. The challans generated but not paid are treated as un-recondiied
challans. Audit observed that subsequent to the completion of process of significant
onfine challan generaiions, 3 number of un-reconcited challans were found in the

sysiem. _ - -
46. Audit noted a difference of T 556.50 crore between generated challans apd
actual receipts. ESIC stated (May 2014) that such types of challans were tying unpaid in .
the !nsuraﬁce Madule and i was decided that all the chalians lying unpaid for more than

six months wotld be automatically deleted from the sysiem. However, this system was
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not introduced because it was not clear whether thase challans were unpaid challans or

un-reconciled challans.

47.  In this context, when queried if ESIC had reconciled the difference between
generated challans and actual receipts, the reason for such a difference of T 556.59

crore and the action taken io avoid such discrépancies in future, the Ministry stated the
following -

- "The contrfbution and other payments of ESIC are deposifed only by generating
ERP challan and payment is made in designated poo! account called "Power
Jyoti” account. The receipt comes against a valid reconcliad challan, but during
the initial phase of IT Raollout multiple problems cropped up fike generation of
duplicate & dummy challans in the system, generation of correct challans but
paymeant in ald collection instead of “Power Jyoli® account, clerical error by bank
siaff in entenng challan no. in system etc.

Thus, the amount has already been collected by ESIC. However, to reconcile the
amount the process of identification and cleansing of duplicate & dummy challans
in the system and receipts in non designated banks of ESIC has already been
undertaken. About 75,000 challans have already been identified as duplicate /
dummy deletion of which shall be dene.

The ERP software was not configured to delete unpaid chailans automatically
after dafinite period and at the time of receiving payment, bank staff wers entering
chaltan no. manually where chances of error was high. Now, the following steps
have bean iaken to avoid the problem under raference -

i} Payment of contribution has been made mandatory through net banking. This
has reduced the reconcilialion problem drasticalty.

i} The software has been modified from April 2015 to ensure that any unf:naid
chalian will be deleted automatically after 90 days from creation of challan. This
will remove the duplicate/ dummy challans after 80 days.

The above steps will reduce the difference between generated challan and actual
receipt.”

H. _Avaiiing medical facilities by ESIC employees without contribution

43. As per Rule 81 of ESI (Ceniral) Rules 1980, facilities of. ESIC
hospitals/dispensaries and other benefits are available for eligible category of
workersfemployees on payment of confribution by employee and employer both.
However, audit cbserved that all employees of ESIC were availing medical facilities

without payment of any contribution.



21

43 Avaifing medical facilties free of cost by the employees from ESIC
“dispensariesfhospitals was, therefore, irregular. Priorto 1995, employess of ESIC were
availing CGHS-facilities at prevailing CGHS rates™ As per decision of 135" Standing
Committea meating held on 29 Aygust 1996, the employees posted in ROs, Delhi and
~ HQrs. office, Deliii who were availing medical benefits through CGHS, were to be
- provided medical facilities through ES| dispensaries/hospitals with effect from 1 Aprii
1885 Tiius_, ESIC emphyi?:e_s._ s_w_it_c:hed over from CGHS to ESl medical facilities without

. | payiﬁg éﬁy contribution.

20, As per prevailing subscription rates for CGHS w.ef. 1 June 2009, an amount of
T 61.53 lakh was recoverable from fhe salary of 648 ESIC employees posted at ESIC
HQrs for the period June 2008 to March 2013 There are approximately 12000

employess in ESIC availling medical facilities without any contribution.

51. - ESIC stated (May 2014} that decision could not be taken in 135" Standing
Committee meeting with regard to recovery of subscription from ihe eimployees availing
medical facilities from ESI hospitals. A final view in the mafter has not vet been taken.

The matter would be placed before the competent authority for decision.

92,  On being asked fo explain why ESIC allowed iis employees {o avail iis {aciities

without taking any contributions from them, the Ministry replied:-

"“Caniral Government employees are governed by CGHS as well as Central
Semvices{Medical Attendance} Ruies 1944,

Central Governmment employees availng the facilities under CGHS are
required to pay the contribution as specified from _time to time.

In areas, which are not coverad under CGHS, the Central Governmeant
employees are governed by Cenfral Services(Medical Atiendance) Ruies
1944 and no contribution is charged from them.

As per the provisions contained in Section 17(2} of ESI Act, 1948, the ESIC
employees are alsa eligible fof the aforesaid facility. The ESIC employees are
governed by the Central Services(Medical Attendance} Rules, 1944 for which
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.na confribution is requited to be paid. Under Central Services{Medical
Aftendance) Rules 1944, employees iake treaiment at Govl. Hospitals.

. ——In view of the above, ESIC has allowed its em;gEeyees to avall its Medical
faciliies without taking any contribution from them, treating ESIC hospitals as
Govi. Hospijals, : L

However, keeping in view the observation made in para 2.7; the matter is
propased to be placed before the ensuing meeting of the Standing
“Committes, and appropriate final decision will be taken in the matter."

Il Governance of ESIC through Committees

53. As per Section 3 of the Act, the ESIS Is administered by a duly constituted

corporate hody called the ‘Employees’ State Insurance Corporation (ESICY. Under -

Section 8 of the Act, a Standing Commitiee of the Corpgration shall be constituted from
among #s members appainied byfrepresenting Centrai  Governmenf, Stale
Govarnments, employers, employees, medical profession and Director General of ESIC
{ec-officio}. Smilatly, under Section 10 of the Act, a Medical Benefii Councll shali be
constifuted by the Central Gavernments consisting of Director General of ESIC, Director
General Health Services, Medical Commissioner of Corporation and other members
fepresenting State Governments medical profession with at ieast.one lady member.
Under Section 25 of the Act, Corporation may appoint Regional Boards, Local
Commitiees and RegionalfLocal Medical Benefit Councils in such manner as provided
by Regulations. Accordingly, three bodies namely (i) Regional Board, (fi} ‘Hospital
Development Committee (HDC) and {fif) Local Committes are appointed for State level

A, Committee meetings

B4.  The activities and functioning of the ESIC are governed by the ESI Act, 1948. As
per Section 20 of the Act, the Corporation, the Standing Committee and the Medical
Benefit Council shall meet at such times as may be specifled in the Regulations made in
this behalf. Under Rule & of ES| {Central) Rules 1950, minimum number of meeting of
ESIC, Standing Committee and Medical Beneft Council fo be held in a year are

prescribed. Mesting for Regional Board and HDC were prescribed by ESIC through-
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circularsthandbook. For meetings of lfocal committee no minimum criterion was

prescribed.

55, Cofnparigon of préscrihed_ and ac:t_ual-nun-:ber of meet ngs of thase commitieds

hel’d during_ 200809 ie 2[}12 13 indl‘ﬂated shortfaii especially at stats levei, that is

F{egmnal Board {Exhensmn of ESIS ta New areas, lmprcvement in benefits, provision of

. mdour medlcal treatment, arrangement c:-f rehab:htatmn of permanenﬂy disabled 1Ps,

review the working of the scheme in the stafe), Hospital Development Committes
{Imprwement in day to day functioning, repdir and maintenance of the hospital,
obizining 150 cerification and to handle general ghievances, complaints and difficuliies
of 1Ps, io review up-gradafion of medical care faciilies. (Handbook on Hospital

Development Committee of ESI Hospitals).

56. Audi r:_:hgewed that in 15 stales {Assam, Chhattisgarh, Delnl, Goa, Haryana,
Himachal Pradesh, Jammu & Kashmir, Jharkhand, Karnataka, Madhya Pradesh,
taharashtra, Rajasthan, Tamil Nadu, Uitar Pradesh and Uttarakhand) the shorifall in
holding Regional Board meetings was 75 per cent or more. infrequient meetings by
committees was nol consistent with good governance practices and would have an

adverse impact on implementation of the ESIS.

57.  In this regard, on being asked as to when was the last time ESIC undertook a
review of health care servicesfbenefits offered by it and what were the conclusions of

the review, the Ministry replied as under:-

“ES] Corporation in its 161* Meeting in the month of January/February, 2014
approved a sub-cormmitice an Medical services and Medical Education which
was {0 suggesi measures for improvement of delivery of medical care services.
The recommendation of the sub-committee were approved in 162™ ES|
Corporation Meating held on 31.07.2014. The bref summary of the decisions
are given below:- '

In ofder to make improvement in the delivery of primary medical care, the
- Corporation decided, as under:-
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Heavy dispensaries.with average daily attendance of 200 patisnts of more
should be provided with minimum investigati'nn facilities. General Duty
hMedical Officers may'be engaged on par time basis where there is a

shortage of dactors, following the prascribed procedure.

.. The Corporation decided to increase the fee.to be paid o insurance Medicai

‘Practitioner (IMPs} from existing. ¥ 15'{}1?_— per IP family per year to T 300/~
per IP family per year, which wik alse include cost of basic lab investigation

‘fachities. Each IMP can now enroll upto 2000 IPs as against the existing limit

h } ___pf__ﬁ 000 {Ps._The I4Ps _infpyl_ci'_su;;piy spjaz;_fﬁ:éd__medi_c:inea e IPs and the IMPs

would get their medicines from the nearest ESI dispensary.  Each IMP shaif
be given an additionat amaunt of ¥ 10,000/ per year to have a computer
system with internet facility for eligibility verification of IPs and other oniine
transactions.

The Medical Superintendents should be authorized fo engage part time
contractual specialists under certain cireumstances.  Similarly, specific
guidelines were decided for engagement of Senior Residents. |t has also
been dacided that wherever reqular or contractual specialist/super-specialists
are not available, they could be hired from the private sector on market rate
basis for which ESIC is o develop a policy.

A bank of specifications of common equipment is to be prepared so that time
taken in procuring equiprﬁent collid be minimized.

The Cormporation decided on improved procedure for testing of drugs to
maintain the quality of drugs and ensuring regular supply; Rate Contract (RC)
was amended pennitting acceptance of drugs (having total shelf fife of 2
years or less) older than 1/6" to 1/4% of its shelf life from the date of
manufacturing. éeparate DG-ESIC Rate Cantract_ fér costiy/anti cancer drugs
is to be finalized. '

Super specfally Treatment (SST) referral on the basis of specified clinical
pathwaysiguidelines Including option of specialist consultation online prior to
SST referral, revision of Mol for tis-up with private hospitals, establishment
of SST Cell for faster bil clearance, parity of package rates with CGHS rates,
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audit of referrat and bilis were declded in order fo Improve efficiency of
expenditure on SST. o |

To make the ISMIAYUSH sarvices up to the satisfaction of ESI beneficlaries,
specific norms based on OFD attendance for setting up an ISM unit in

_ hospitals and’ dispensaries have been decided. Noms for setting up of

_ '_addi_ti;_:n__nal units in the same system or in different system have also heen

- decided, _
With a view o ensure qﬁéiit_y_ uf_:&yuwedic drugs_, it has been decided that
annual tumover of particpating pharmaceutical units for Ayurvedic Rate
Contract should be increased from existing T 1 Croreto T5 Grﬁre.
For specialized high cost treatment, it was decided that in cases where CGHS
package rates are not available, an upper celiing on such treatment is
warranied.
With a view to improve financial discipline, almost all expenditure is to be
counted towards the amount admissible under ihe ceiling to the States and
per IP ceiling has baen increased {o T 2000/~ from existing ceiling of T 1500/,
Also, ihe ceiling shall be increased by T 150/~ per IP avery year for 5 years
starting from 2015-18. Strategic Management Group to be set up at ESI
Headguarters to strengthen its policy formulation and strategic intersention
functions. It may. consist of people from Government and for private sector.
The ESIC may also take halp of consuitancy organizations from time to time
in different spheres of its work.
The Corporation decided to have mandatory disclasure on ESIC website
covering fist of all tie-up hospitals, iocation of dispensariesthospitals, contact
number of doctors, 24X7 helpling number, integration of beneficiary feedback
system on the IT platiorm of ESIC; engagement of a third party for conducting
beneficiary safisfaction survey etc.
To fde over the implementation challenges, the Corporation decided
measures like State Executtve Committee to hold regular meetings and
monitor prodress; twb members Mini IT Cell in each State by hiriﬁg technical

manpower from industry to be created for expeditious implementation of
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Dhanwanirt infrasiructure issues to be addressed by Joint leam of SEMG,
Wipro and DIMS either through upgradation of building or shifling to new

-= 7 - premisesefe -
=" _e‘With-a view to strengthen HDG, the Corporation decided to have .one time

" non-sharable improvement fund to hospitals/dispensaries for procurement of

medical equipment, stipulation of minimum 4 meetings in a year, stc.

. — .+ lthas aiso been decided that about 30% training Eudget should be ulilized for

training of paramedical and' nursing staff and 15% of the training time should

- = -—be on_soft skijls." R - .
58.  The Ministry were asked to delineate the steps taken by ESIC to ensure that the
meatings of the various committees are held as per prescribed norms and that the

Regional Boards are constituted an time for effective gavernance. The Ministry stated

the fallowing:-

“The meetings of the ESI Corporation, the Standing Commiitiee are held keeping
in view the requirement.

The Carporation is the primary body for the administration of the ESI| Scheme
whereas the Standing Committee administers the affairs of the Corporation
subject to general superintendence and control of the Corporation.

During the period 2008-09 to 2012-13, 16 mestings of Corporation (as against
minimum 10 meetings) and 16 meetings of Standing Commitiee (as against 20
meetings} prescribed under the Reguilations, have been held.

Major policy decisions of ESIC are taken by the ESl Cerporation andfor the
Standing Commiltee or by the Coiporation an the recommendations of ihe
Standing Committee. Even though there has been a shorifall of 4 meetings of
Standing Commitiee, there is a surplus of 6 mesetings of Corporation during the

~ period,

The meetings -of Medical Benefit Gouncit are held keeping in view the
requiremient. In addition, the consultations are being held through videg
conferences with Members of Medical Benefit Cmuncii._

As regards delay in reconstitution of Regional Beards, it is submitted that the
Regional ‘Boards are raconstituted with the approval of the Chairman, ESIC on
the recomimendations by the concernad State Govts. Therefare, ESIC regularly
takes up. the issue of timely constilution of Regional Boards with the Siate
Governments requesting them to send their recammendations. Further, Regional
Directors of ESIC of concerned States also regularly pursue with the State
“Governments in the matier.
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The Provisions of ESI Act-as such do not specify a fixed fenure for the Regional
Board and hence the Regional Boards continue to function il their reconstitution.
However the term of office of the members of Regional Board referred to in
Regulation 10{4}0), members in clause 10{1}e) and provisce to Sub-regulation 1
is three years. The members of the Regional Board continue to hold office until
the nomination of their successors is notified. Hence meetings of Regional
~ . . Boards are being held in such states also where their reconstitution is pending
e.g. Maharashtra, Delhi, Tamil Nadu, Puniab etc.”

58.  When asked to give reasons for shotifail in the meetings of regional boards and

_haspital t!ew_aiopment committees and steps taken to improve the situation, the Ministry

"ESIC regularly takes up the issue of holding regular meetings of Regional
Boards with the State Govts. The Regional Director of ESIC of the concerned
state arranges the meeting of Regional Board with the cansent of {he State Govt.

Hospital Development Committee {(HDC) mestings are held as per requirement.
Instructions have been issued to ali concerned to conduct the HOC mestings as
per the schedute. Further, ESI Corporation has decided to reduce the frequency
of meetings from six te minimum four in & year.” :

B. Delay in re-constitution of Regional Boards

60. As on March, 2013 there 1.u'u'eme 24 Regional Beards. The tenure of Regional
Boards is for thres years. Out of these 24 Regional Boards, tenure of nine boards
namely Maharashira, Puducherry, Punjab, Assam, Uttar Pradesh, Uttarakhand, Kéraia,
Tamil Nadu and Delhi expired during 2004 to 2011. These were not recenstituted (July
2013). Proposal for constitution of Regional Boards of three states (Assam,
Chhattisgarh and Jharkhand) was reportedly pending with the Ministry. Regional Board
of Gujarat was reconstituted in 2012 with delay of 10 years after expiry of previous
Regional Board tenure in 2002. The instances of delay in constibtion of Regional

Boards would iead to denial of appropriate forum to the stakeholders.

G1. ESIC stated (May 2014} that the Regional Boards of Jharkhand, Assam and
Chhattisgarh were reconstituted in July-August, 2013 and rest of remmrgendatinns of

the Audit wera noted for future guidance.

WV Coverage of the Scheme
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— 62, One of the objectives of the performance audit was to examine effectiveness of

nlggi]anusm for coverage of new establishments. For this, Audit examined the process
" _for inclusion of new areas/establishments under ESIS so as to deliver its benefits to the
" ~insured per_ér:ms Audit also locked for avidences whether eligible estéb[ishments were
!eﬁ ot fron the amb|t of | ESIS' coverage. Significant issues from Audit exammatmn are

as fG“DW‘S : - -

T - A Planning for coverage -~ — - - -

B3, The State Govarnments are empowered to extend the provisions of the ES! Act
to various classes of establishments, industrial, commercial, agricuitural or othenwise in
nature. Under these provisions, most of the State Governments have extended the Act
to classes of establishments such as, shops, hc.teis', restauranis, cinemas, theatres,
medical and educational institutions, motor transpart undertakings, newspaper and
advertising eétablishments, etc. employing 10 or more persons. The ESIS has so far
been implemented in 24 States and three Union Territories {(not vet implemented in

Mizoram, Manipur, Arunachal Pradesh and Sikkim).

B4.  On being asked about the reasons for non-applicability / fimited applicability of
ESIC in the states of Sikkim, Mampur Arunachal Pradesh and Mizoram, the Ministry

replied the fr::l!ﬂwmg -

“ESIC conducted the survey of Arunachal Pradesh, Mantpur and Mizoram but the
nurmbers of employees were not found adequate to implement the scheme.

COn the basis of survey the respective Siale Governments have been requested
to provide. medical facility for making medical arrangement but the State
Governments did not respond to the request of ESIC.

The geographical area of the states and small clusters of factory/establishrment
was also a reason for non applicability/fiimited applicability of ESI Scheme.”

65. The ceiling on monthly wages for coverage was I 10000 with effect from
1 January 2006 to 30 Aprid 20140 and T 15000 with effect frdm 1 May 2010. Cetling for
physically challenged employees was ¥ 250040, Thus, employee comes out of the social
security net of ESIC on crossing the wage celling iimits. At present ES| covers only
about four per cent of the total work force and 67 per cenf of organized workioree. ESIC
stated (May 2014) that at present the ES| Act covers only arganized sector, although

au b ra L e L
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tnreshold I|m|t of coverage of estab[;shments has been reduced to 10 emp!oyees by

many states,

6.

' The Ministry were asked io explain the’ bottenecks in COVEring the employees of

unorganized sector under ESIC and the aclion plan to cover the employess of

B. .
67.

) u_nergamjae_d sector uni:ier ESIC. They subm_t_tte_;l_ the following :-

“The ESI Act provides for certain henefits to "employees” in case of sickness,
maternity and employment injury and to make provision for certain other matters
in relation therefo. The term “"employee” mmeans any parson employed for wages
in of.in connection with work of a factory or estabhshment to which ES| Act

“appiies.

The ESI Act, prima facig, does not apply to the unarganized sector. However, on
the recommendation of ILC, the ESIC is exploring the feasibility of bringing
certain category of unorganized sector within the ambit of the ESI Act.”

Surveys, Inspections, and Test Inspections

ESIC does surveys, inspections and test inspections for efiective coverage of the

ESI5, which are described as under:

63.

Surveys: The Social Security Officer (850) iz expecled o keep constant vigil
over uncovered establishments in hisfher area and recommend coverage as
soon as the Act hecomes applicable to them. Surveys are conducted by SSO {o
assess coverage potential of new establishments. :

Ingpeciions: While surveys are carried out for possibility of coverage of new
establishments, inspections are done for ajfready covered establishments fo
ensure that all coverable employees are covered and to ascerain whether all
componanis of wages are taken into account for payment of contiibution. Under
Section 45 of the Act, the SS0s have been vested wilh duties, functiohs and
powers for examination of records, hooks and documents relating to employment
of persons and wages maintained at any office, establishment, or factory and
exerclse such other powers. -

Test inspections: The Regional Director/Joint Director cross-checks a sampie of -
inspection which is called test inspection.

The Inspection Policy framed in 2008, prescribed targst of 20 inspections and 20

surveys per month for each 830,
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" --B9.  Surveys: Test check of records of some states revealed substantial shortfalls in

conducting surveys i.e., in Deihiihe shortfall. was 69.51%, in Assam 1t was 77.69% and

.in West Bengal it was 59.70%. ESIC stated (May 2014} that shorifalls were due to acute

shortage of 550s and the field offices had been advised to conduct surveys as per the

-Inspection Policy. . o S

70.. Inspections of Establishments: Under the Inspection Ii’clicy of ESIC (June
2048}, each SSO has to conduct 20 inspections per month. Further, it was mandatory
to conduct inspection of unils emphying mote than 250 employees (Major ﬁnitsj once in
two years and ﬁr‘n‘ts with lesser number of empioyées ance in three years. There were
substantiat shortfalls in conducting inspections ranging from 22.63 {o 93,16 par cent
{except Himachal Pradesh). Audit obsarved that the shorifali had a direct bearing on the
recoverable amounts as the outstanding arrears from defaulters had increased by 30.62
per cent from T 1267 .32 crore (March 2009) to 1655.42 crore (March 2013, |

71.  ESIC accepted (May 2014} the observations and stated that reasons for

shortfalls were shortage of 550s, non-production of records on fixed date of nspection,

- closure of unifs fixed for inspections, etc. It further stated that efforis ware t:e_ing made

to sensiize the S50s for showing outputs as per new inspection policy. The recruitment

process of S80s was alsc in progress to meet the Shﬂrtage of 550s.

72, On being asked the reasons for such a major shortfall and action initiated to
increase the inspections by SSOs to cont percant, the Ministry repliad:-
“The inspection is being under taken as per the random selection through the
Unified Web Portal, as per the criteria laid down in the inspection policy to
neutralize subjective inspection. The number of inspections has been reduced

under this policy of the Government of India. Therefore, it is unlikely ta have cent
percent inspection of units.”

C. MNon-coverage of new areasfestahlishments

73,  As pér Section 1(5) of the Act, respeciive Stale Governments rmay, in

consultation with the ESIC and with the approval of the Central Government, extend the
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provisions of this Act to any establishment. Regulation 10{14} (c} also provides that the
Regional Board of the state shall decide on exiension of the scheme to new areas, For

~implementation of the ESIS, the ESIC may enfer into an agreement with the State

Govern't;nent {Secﬁir:-_n' 58(3) of the Act). Audit exar‘hinatic}n reveaiad many coverable
areas in different states were |eft uncovered under the scheme such as Gujarat, West
Bengal, Tamil Nadu, Karnataka eic. ESIC stated-(May 2014) that the matier was being

pursued with the State Governments, .- .-

74.  ‘When asked what mechanism was available in ESICS Ministry to deal with such

- instances of non-implementation by State Govarnments of instructions issued from time

to time by ESIC, the Ministry replied the following:-

“Under Section 25 of ES| Act, 1948, the Corporation may appoint Regional
Board, Local Commiftess, Regional and Local Medical Benefit Councid in such
areas and in such manner, and delegate to them such powers and functiohs, as

may be provided by fhe regulation,

The Regional Boards in the States are conpstifuted vide regulation 10 c:-f
Employees' State Insurance (General) Reguiations, 1950 of ES| Act 1948.

“Under Regulation 10{14), a Regional Board, infer-afia, shall perform the following
functions in respect of the Region for which it is sat up.

Under sub-sub-para 10{14) {C¥ii} extension of the scheme to new areas and
extension of medical care io the family.

Under sub-sub-para 10{14) (C}{§) to decide extension of the scheme to other
category of establishments in accordance with the order or priorities laid down
by the Corporation.

The ESI Scheme is implementad in non-implemented areas in a phased manner.
Under Section 56 of ES| Act, provision of medical care under the ESI Scheme in
States, is the responsibility of the State Governments. The Scheme can be
extended to new areas only after completion of necessaty arrangemeants for
providing medical care by the State Governments,

The ESI Gorporation, th consultation with the State Governments draws up a
phased Programme for implementation of the scheme in new areas for a period
of two years i.e. {or the current year and for the next financial year.

The Phase Programime is circulated to the state Governiment under intimation to
the respective Regional Director,
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The Regional Director pursies the same with the concerned Department/Ministry

= - for completion of medical arrangements and mnsentfapprwal of the siate

Governmeani-

The Regional Director who is a Member Secretary of the Regional Board, vide

= regulation 10({3}," includes the Phase Programme in the agenda of Regional
Board with the prior approval of lhe Chairman of the Regional Beard. The Board
may approve/not approve the said agends 1tem regarding implementation of
Phase Pragramme.” .

“75. Audit examined the eﬁlcacy uf :mp‘ementatmn i ESIS such as setilernent of

— cashfmedicat beneflts H(}Splfal management in ferms of availability and gccupancy of

beds, functioning of dispensaries, availability, or [ack of super speciafiy freatmeny,

procuremeant of medicines and surgical items and human rescurce management. The

findings of Audit are given below.

Al Cashi/Medical Benefits- Delays in settlement of claims of cash henefits

76.  As per Citizer’s Charter of ESIC, maximum time hmit for payment of cash
benefits after submission of claim under varicus categories is seven days for sickness

benefit, 14 days for matemity benefit, one month for disablement benefit, three months

for dependent henefit, one month for unemploymeant alfowance and same day for

funeral expenses. Test check of related records for selilement of claimis revealed

instances of delays with respect to those declared in the citizen’s charter as given in the

table below:-
(st | State | - Type of claim NMo. |  Delays |
No. of
_ __ |cases
1 1. | Andhra RGEKY 6 Up to 3 montins
| [Pradesh | 1 _
2. .| Assam Maternity benefit T 310108 days |
| Assam Sickness benefit - 17d 4 to 220 days §
l Assam Temporary 11 2 ta 374 days
I disablement cases ] .
(3. | Chattisgarh | Sickness benefit 1798 | 12tc 265 days
4, | Delhi Disablement benefit 43 1 10 36 months
_ ' Delh __]| Funeral expenses 61 1 to 199 days
| 5. | Jharkhand Dependent benefit 4] _Sto1dmonths |
1 8. | Karnataka _ | Dependent benefit 120 1 to 10 months
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35971] _ Up fo 556 days
611 Upto249 days

i — [Kamataka

| West Bengal

] | West Bengal -t Temporary- - — | 4028 Upto 363 days.
| i |disablementbenefit | _ }
e £ - R . . 111 1 I

77, ESIC replied (May 2014) that in some cases, the claims were setfied late due o
" incomplete documents submitied with the claimis. it further stated that respective

Fegional Directors had since hean advisad 1o ensure timely payment to the IPs.

78. -The Min[stry- were asked fo give details of the iotal amounts of medical and
cash banefits claimed during the years 2008-10 to 2012-2013 and how many claims
were setiied/ rejected and pending. They were further asked what were the major
reasons for rejecting the claims and what sieps have been taken to expedite payments

in respect of pending claims. They submitted the following repiy:-

"Total amount of cash benefits claimed:-

2009-10 2010-11 2011-12 _tlf_ﬂﬂ -13

?E TTCEH‘E; o

426 93 Crores [509.64 Crores  |681.85 Crores

The cash bendfits are claimed by the beneficiaries while tnedical benefits are
provided in kind, free of cost including the drugs, through the dispensaries &
hospitals established under the Act. The expénditure on medical benefit during

the period is given below -

2000-10 201011 |p0ft-12  [2012443 %

1626.93 Cr L4[I 25Cr 2858. 8? Cr 405813 Cr

Total pumber of claims rejected during the above pericd was 13052. No claimn is
pending for settlement

After the 1T Roll out, the need for making monthly claim for the Dependent
Benefit (DB) and Permanent Disablement Benefit (PDB) has been dispensed
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? " with. The claim is now made once a year at the time of submission of the “Life
' Cedificate”. Thereafter the payments are made directly to the account of the
heneficiary through ECS/NEFT for the next 12 months. The baneficiaries are not
required to visit the ESIC's office for the purpose. The DB & FDB payments

constitute abowt 40% of the tota cash benefits payment.

Ma;or reasons for re;ectlng the claims are:
1. Mon fu!f:!llng ehgihd ty' CDI‘IditiOﬁS

g L _
I o Ttme Barred claims.”
H
i
1

{ . T 79, - Onsteps undertaken to ensure prompt reimbursement/settlement of claims, the -
Ministry replied:- ok

"As per requlation 52 of ESI {General} regulation, 1950, benefits are payable as
under:-
*Any benefit payable under the Act shall be paid
{a} in the case of sickness benefit not later than 7 days:
(DY In the case of funeral expenses not [ater than 156 days;
{c) in the case of first payment in respect of Maternity payment not [ater
than 14 days;
{(d} in the case of first payment in respect of Temporary Disablemsnt
Benefit not later than 1 mionth;

) {e) i the case of first payment in respect of Permanent Disablement

: Benefit not later than 1 month;

() In the case of first payment of Dependanis’ Benefif, not laler than 3
manths after the claim therefore togethar with the relevant medical or
other cerlificate and any other documentary evidence which maybe

" called for under these regulations has been furnished completed in ali
particulars to the appropriate office.”

rra e e

o b b A kA T

Since all the claims are processéci Online, there is minimal chances of pendency.
All the Benefits payments are made through ECS. Further, a module to identify
and irack deiay in setflement has been davelopad under Project Panchdeep.”

B. Hospital Management

),  Bed cccupancy
80. ESIC provides medical care to its IPs through a network of ES! hospitals, ESI
dispensaries and diagnostic centres. Audit observed that two out of three hospifals with

more than 500 beds were having bed-oceupancy less than 60 per cent. Simiiarly, 8 out
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of 19 hospitals with 250-500 beds, 33 out of 58 hospitals with 100-250 beds and 43 out

- of 60 hospitals with less than 100 beds were under-utilised i.e. operated with less than

BO per cent bed occupancy. Abott 35 per cent of the hospitals were having bed

- -occupancy levels of less than 40 per cent and were thus underutifized. ESIC stated

~ {May 2014) that reason for low oceupancy was shortage of manpower and the quality of

~ healih care services being rendered. The matter was regularly taken up with the State

- — Governments {o improve the health care services.

).  Availability of beds
81. Asg per ihe norms prescribed for setting up of new hospitals by ESIC, the
benchmark for opening & 100 bed new hospital is 25000 1Ps t.e. 250 [Ps per bed. The
ESIC also projects requirement of beds based on ratic of one bed for 250 1Ps in its
Financial Estimaies and Performance Budget every year. According o the data for
number of IPs, number of bads required as per ESIC norms and actual availability and
shorfage of beds during 2008-09 to 2012-13 audit stated that while the number of 1Ps
increased by 5G.44 lakh (44 per cenl), the number of beds actually decreased by 488
(2.11 per cent) from 2008-09 to 2012-13. Further, although the capiial expenditure on
construction of hospitals, dispensaries, medicalipara-medical/nursing college, etc. had
increased from ¥ 213.80 crore to T 1671.44 crore {7.82 times} during 2008-09 to 2012-

13, shoriage of beds against the requiremant increased from 35.39 per cant In 2008-09 |

1o approximately 70 per cenf in 2012-13,

82, ESIC stated {May 2014) that the above calculation was not based on factual
nhorma. The demand for new hospitals was promptly considered and approved
depending on the hospitals' qualifying the elighbility criteria for opening of new hospital
and actual workload. Further, many new haspitals were approved and were at various

- stages of completion.
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83. Hawever, Audit did not find the reply of ESIC acceptable as the shortage had

been calculated based on the figures of beds required and availabie as given in

Financial Estimates and Performancs Budget for respective years.

1. Multiple admissions per bed in ESI hospitals

T84T Medical safety and care demands that not more than one pétfent is admitted

against one bed. Scrutiny of occupancy register of various. wards of ESI hospital at
. Noida, Uttar Pradesh for z.rear 2012-13 reveaiec! That a5 Aumber of beds were not
suﬂacsent to cater to the requiremeant of iPs, there were multiple admissions on one bed
resulting in bed occupancy of more than 100 per cenf during 2012-13. Similar situation

was also neticed in ESI hespital Joka, West Bengal.

85. ESIC stated {(May 2014} that as the growth of industrial development in Noida,
Uttar Pradesh was very fast, number of beds felf short of reguirement. The feasiiiity of

enhangcing the bed strength/setting up of new hospital was being examined.

86. When asked what steps had been taken to improve this aspect of muitiple
admissions per bed, the Ministry submitted the following reply:-

“Moida

{a) Numbers of beds have been increased from 300 to 350 as per increase
in bed accupancy and number of 1Ps in Noida Hospital.
{p) Construction aclivity is still going on.

Okhla

{a} Gonstruciion acfivilies is still going on. The ‘matter is beirg plrsued on

priority..
(b) Once construction is completed, number of beds will be lncreased from
250 to 500. Then the issue of multiple admission per bed will be resolved,

Joka

{a) Construction activities was gaing on at that ime.
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(b} Initially the hospttal was getting patients from neighboring states.
MSME {62™ Cc:rporatmn meetmg has allotted the Dlspeﬂsary to each
hospttal fmm catchment area.

1. ESI Corporatmn in its 162’“‘ meetmg has taken decision that "Kahin Bhi
Kabhi Bhi’ is to be restricted for emergency situation only. The 1P shali
have a parent dispensary for himeelf and his family. This would halp in
reducing the attendance load of hospitals due to limitation of

caichment area.
- 2. Increasing of bed strength from 30070 350 wcruld improve the posiiion

in Noida. .
3. The issue of mu1t1ple admissions per bed wili be resolved, once the
o construction activity would be over in all thrée locations,
4. Onece construction 15 completed, the bed strength wilk i::e increased.
This resolved the issues of multiple admlssmns

IV}, Deficiencies in functioning of dispensaries

B7.  ESIC provides medical care to its |1Ps through a network of ES! hospitals, ESI
dispensaries, panel clinics and diégnostic centres. Medical care is largely administered
through the respeclive state governments except in Defhi and- Noida and medel
hospitals in states which are run directly by the ESIC.  Audit observed various
deficiencies in infrastructural facilities in dispensarizs such as poor conditions of
dispensary buiidings, inadequate space and electrical problems. ESIC stated {May
2014} that ihe respective staie governments were being constantly pursued to improve

primaiy medical care in thewr states,

88. in a related context, the Ministry were asked in how many ESIC Hospitals,
AYUSH centres were available and how many had been planned to be established in

the coming one of twe years. The Ministry replied:-

"AYUSH Centers are available in 32 ESIC Hospitals. In the remaining 04 ESIC
Hospitals, AYUSH Centers have been planned to be established.”

V], Increase in expendituré on referral cases for non-gvailability of super
speciality treatment {SST)
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89,  ESIC Issued guidelines {July 2008) for referring its [Ps for getting super speciality

treatment by tying up with reputed gauernmentfsemj government/private

hcsspﬁatsf Institutions witich provide cashiess and hassfe free treatment to IPs and their

| dependents The services to be covered under SST were cardmtngy and cardiathoracic

vascutar surgew. I'IELJ"DIGQ},F and neumlt}gy surgeryr, pedtatr!c surgery, oncalogy and
uncotcgy surgery, umtcgy and urology surgery, gastroenierology, endocrinclogy, burns

and plastic surgew, recnnstmctmn surgery and any treatment rendered to the patients

by a super spemahst Audzt ubsemed that the expendtture on the super speciality

treatment fmm Empanelied haspitats had been consmtﬂﬂtly mcreasmg over the years.

890.  Audit have exptaineﬁ that lhe expenditure on referral cases on SST had
increased from ¥ 5.78 crore in 2008-00 to T 334.54 crare in 2012-13 {about 57 times).
Such substantial increase in referral expenditure could be because of non-avaiiability of
SST services with ESIC hospitals or lack of confidence in medical services heing
provided by ESIC. For example, as against sanctionad strength of 21 cardiologists and
17 neurologists, the ESIC had only two cardivlogisis and one neurofogist across the
country. " ESIC replied fMay 2014} that steps were being initiated to make SST more
effective and efficient. Possibility to'provide SST through in-house factiity or PPP model

would also be examined.

g1. n this context, during the study visit of the Committes to Hyderabad in Apri,
2015, when asked why there was shortage of Doclors especially cardiclogists, the

Ministry replied:-

“The reasons for shorlage of Super- Specialists include:-
{a} ESIC pay structure does not sufficiently atiract the Super-Specialists.
{b}There is genaral shorfage of Super Spacialist dociors in the country.

- {c} Some of the Super-Specialists do not apply for the job as private practice is
not aflowad in ESIC.
{d} Doctors leave the job for better opportunities outside ESIC.
(8) Next round of reciuitment of Super Specialists on regular basis will be
initiated shortly.
Further, it is to state that ESIC is engaging Cardiologists and Neurcrtcrgtsts orl
. Parktime basis as per requirement.
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- 85T had mcraased from ¥ 5.79 crofe in 2{}{}8 08teT 334 54 erore n 2012-13 hecause -

T of the following Teasons -

93.
2015 that if £ESIC was sending patients to Private Hospitals for belter freatment by

spending huge money, why could it not strengthen its own instifutions/hospitals with
such huge amount at its disposal. In response, the Ministry submitied the following:-

a4,
expenditure being incurred in regard to the Super specialily treatment in private

39
~Also, at two locations,” ESIC is running Cardiology uniis on tie- up arrangement

w1thm the hospital premises.”

In this regard, the Mmistry further staied that the expenditure on referral cases on

"The expendifure on referral cases an SST increased due -

. Demsmn of ESI Corporation to fotally bear all expenditure on Super speciality

7 services oufside the cefiing w.e.f. 1:8.2008.

« Eligibifity to avai Super Speciality Services by the beneficiaries decreased from
78 days { for bath 1Ps and family) in a contribution period fo 39 days for 1Ps and
76 days for family.

*» Increased awareness of availability of S5T amongst beneficlaries.”

It was further asked during the study visit of the-Committee to Hyderabad in April

“As per ESI Act, ESIC was fo provide reasonable medical care to all its
beneficiaries. Accordingly, the system of dispensaries and secondary care
hospitals was devaloped alt over the country. Later on in the 143" Meeting of ESI
Corparation in July,2008, it was decided o provide the super speciaiily treatment
io ESI beneficiaries through tie-up arrangements with privale hospitals . As the
super speciality facilities were not available in existing hospitals, the fis up
arrangement with private hospitals became necessary and patients were referred
i private hospitals .

Opening super speciality hospital reguires heavy investiment along with the risk
of not getling super-specialists, who ars highly paid in the private sector.

Recently ,ESI Corporation in its 165" meeting has decided fo develop a Centre
of Excellence for providing enhanced secondary care services and super
speciality services in ESIC Hospital, Basaldarapur, Delhi.”

On being asked whether any steps had been taken by the ESIC to minimise the

hospitals, the Ministry replied:-
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“In order to minimize expenditure being incurred on Super speciality Services
currently 5ST is bemng provided through a mixof in house facilities, PPP mode
and tie up with private hospitals.

« Standard guidelines have been issued o all user units under “Operational
.. - Manual for 55T 2015",

« Further, as per MSME decisions ESIC PGIMSRs shall provide mentoring to
otfier ESl Hospitals for Icmg teérm deve!opment of medical disciplines /
TR L speclames ) - -

T - —addition; some of the super speciality services are available in other major
— ... : » ESIC hospitals. Super Speciality setvices_have been started on PPP mode at

Ce— ...thig following Iocatmns-

{a) ESIC Haspital, rajajinagar: Cardiac Surgery including Cath tab setvices.
{b) ESIC Hospital Kollam: Cardiclogy with Cath lab services.
{c} ESIC Hospital Sanathnagar : Cath lab services and Dialysis Unit.

« ' ESIC has ako mnitiaied establishment of in- hﬂuse Super Speciality Semces
at the following hospitals :-

{a} Sanath Nagar : Nephrology, Urclogy, Cardiology, Neurology, Neuro Surgery,
Fedialric Surgery.

: _ (b} Rajajinagar : Plastic Surgery, Urology, Oncology, Endocnnolngy Gastro

! Enterclagy, Neurclogy. '

{c) Andheri | Nephrology, Urology, Plastic Surgery, Cardiology, Neurology

{(d) Kollam : Dialysis, Urology, Neurology.

(&) Basaidarapur : Nephmtngy, Dialysis, Uralogy, Cardiology, Pedlatnc Surgery,

Piastic Surgery.

(R e FF AP T TE PR T T T PRI PTE T T PSS,

W o Ut

The proposed modality to provide Card iology, Oncology, CT — MR! -
Uitrasound services shall be on PPP Mode. Other setvices shall be
strengthen by building in-hiouse capacity of ESIC Hospitals.

Thase stéps are expected to improve efficiency of expenditure on S$37."

95. When queried i ESIC was considering revising pay sfruciures in order lo atiract

spectalist doctars for employment in its hospitals, the Ministry replied:-

"ESIC has addressed fhe issue and a decision has heen taken under MSME.
YWhanever a post of Specialist falls vacant of is likely to falls vacant within 6
manths it should be advertised. if regular specialist is not available even after
advertising the post, full time contractual spectalist may be engaged; failing which
Part Time contractual specialist may be engaged. Wherever, regular or
contractual {Fuli fime / Part ime} Specialists / Super Specialists are not gvailable

ha TSP PRI IFR EE TR EY R R TR TR E Y O LY PR
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¢ ESICis runnihg a super speciality hospital at Sanathnagar, Hyderabad. In
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- = they can be hired from Private Secior on market rate either on per case basis or
“=fixed duration basis. Specific guidefines on engagement on market rate may be

developed”. - R

86.  Onthe results of the recruitment of super specialists which was io be initiated by
= "ESIC as stated by them during the study visit of the Committes to Hyderabad in April,
- 2018, the Ministry respanded thus:-

“1. In past years several attempls were made for filling the posts of Super
Specialists in different Regions. in the process only few vacancies under Super
' Specialties were filled and most of the vacancies remained unfiled. Recently
ESIC has advertised 66 vacancies under Super Speciahies in 08 Regions and

the recruitiment is under process.

2. As Super Specialists in certain most demanding Super Speciallies are
nardly avaiable under existing Pay Scales and Terms of Employment of ESIC,
efforts are heing- made in consultation with Medical Administration to decide
modalittes for contractual engagement in these super speciaities at Market

Rates.

C. Precurament of madicines and surgical items

97.  Procurement of medicines and surgical ittems are normally done through rate
coniracts, while medicines/surgical items which are not coverad under rate contract or
are covered under rate contract but are not available, can be purchased locally from the
empanslied chemists. Rate contracts for medicines are concluded by ESIG for all States
centrally, and for surgical items these are done by Directorate (Medical} Delhi ie. DMD
(for Delhi and NCR} and by Senior State Medical Commissioners (SSMC} in respective
states. DMD also empanals focal chemists for purchase of medicines in Delhi/NCR,

while for states, SSMCs are responsible for the empanslment of local chemists,

Normally rates of medicines and surgical items are highe! when procured under jocal

purchase as compared to those under rate contract.

8. Iin this centext it was asked if ESIC had a system to contra! large amounts of

maoney being spent beyond the rate contract, how ESIC reviewed rate confract and
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whether there was any stipulated purchase pmcedure The Ministry in response stated

the follawmg -

B).
a9,

"{|}As the number of drugs are ‘increasing, it i not possible fo mciude all the

. iems of drugs in the Rate Contract

S {ii} ‘Drug Selection for Rate Contract is done by Additicn/Deletion Committes

duly constituied by the Competent athority-based on the recommendations of

. Local purchase data received from all ‘user units. ESIC alsa has detailed
Purchase Procedure Guidelines based an GFR.

{m} The tenders are processed through Open Tendering Systermn and fmalazeu by

- “a duly tonstituted Comrmittee comprising -of members from the ESI Corporation,

State ESI schemes & representalives from Drug Confraller General of India.

(iv} DGESIC Running Rate Contracts are formulated at ESIC Headquarter office
with a validity for two years. These Rate Contracts are used by ES! Institutions all
aver the country in order to maintain uniformity and ensure regular supply of
quaity generic drugs fto the beneficlaries at compstitive rates. Respechive
medical instifutions of ESIC procure medmmes through DG , ESIC Rate Contract
as per local requirement.

(v} In addition ceriain other drugs needed for the patients are purchased locally
by the respective institutions after following due procedure which accounts for an
average 15%-20% of total budget allocated for medicines.

(i) Local purchase of medicines is resorted to for the drugs that are not available
in DG ESIC Rate Contracts.

{vif) Local purchase of medicines is' done through Empanelled Chemists engaged
after due Tendering process, on the basis of percentage of discounts offered on

Branded and Generic medicines.”

Local pizrchase of medicines

Data of 19 hospitals and four dispansaries test checked indicated that the

expenditure on focal purchase in these cases increased frorh'_ ¥ §.15 crore (during 2008-
09} to ¥ 16.81 crore (during 2012-13) i.e. by 169.88 per cent. Large Increase in quantum
of medicines purchased locally bypassing the rate contract procedure was financially

imprudent, besides indicating weaknesses in its coptracling process. These are

discussed as under:
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li). Excess payment on pmcﬂrament of Drugs and Dressing

100. __ESIG_ent'ered_ inta rs:te gontracts for the supply of three lems viz. bandage clath,

_ gauze than and cotton roll throughowt India, with nine firms from 17 December 2008 fo

16 December 2011 (extended to April 2012) and subsequent rate contracts were valid

. 101, Audit observed that ESIC hospitals at Rohini, Jhilmil and Noida had purchased
-only 24.16 per cent {(bandage cloth), 28.16 per cent (gauze than} and 13.47 per cent
{eotion roll) of the total.purchase made for.2011-12 and 2012-13 under rate contract

and procured remaining stocks of these items from empanelled focat chemists. The
rates of local purchases were higher by 108.28 {0 443.65 par cent for these three items
as compared o the rales of rale contract Procurement at higher rates resulted in
avoidable payment of ¥ 44,77 lakh on these dressing items. Simiarly, ESIC hnspitals'
incurred exira expenditure of T 1.80 crore on purchase of medicines from |ocal chemisis
despite existence of rate contract, Thus, the hospials incurred extra expenditire of ¥
2.25 crare on purchase of medicines and dressing material which. could have been

procured through rate contracis.

102. ESIC replied (May 2014) that the prices increased significantly in a shorl span of
fime due fo which suppliers failed to supply the medicines on the existing rates. In such

cases, the local purchases were made from approved local chemist.

103. As per sudit, the reply is not acceptable as the suppliers were bound o supply
the medicines in accordance with the terms of rate contract till their validity. In case of
non-supply, the extra expenditure involved in procuring supplies from elsewhere was
liable to be recovered from the supplier However, no such recovery of extra
expenditure was found on records, which indicates that the provisicns of the rate
cotitract were not being enforced. ESIC stated (May 2014) that constant effors were
heing made to maintain the local purchase to minimum and orders had been issued in
this regard. | | -

104. When asked to state whether the ccnrltréct for procursment of medicines was

given to the same company before, what were the conditions of the contract in case the



Pomart

oaca’s WPl L e, o e et o

i,

44

coimpany was not able to provide the requisite medicines and what action was taken

agatnst the company for not providing the required medicines, the Ministry replied the

fcr[iowmg -

_ A Central Rate Centract is finalized for precurement of 'Drugs & Dresslngs through

open tender process. Same company may of may not be selected for supply of the

- same drugs. As per the coniract, in case companies do not supply even beyond the
time period of 42 days given to supply consignment, the following action can be
taken:-

a)

o

o)

ESl Gnrpnratmﬂ may purchase stock from other sources i.e. from any

other firnffinms in the Rate Contract or from dutside.

Order is cancalled by informing the company about risk purchase @

2%iweek till a maximum of 10%. -

If no amaount is due to the company in the Usear Unit, recovery to ke done from
the perfarmance security in the RC Cell.”

105. The Ministry were asked fo expfain the steps being taken to ensure that the rate

contract for procurement. of medicines and dressings was formed with a view to

effecting economy and minimizing procurement through local purchase. They were

further asked by wha:-_m the review of the rate contract process would be completed. The

Ministry responded thus:-

“Steps o ensure rate contract is formed 1o effect economy and minimizing local
purchase:

1.

Process of open tendering for Rate Cantract is an ongeing process.
Before tendering, ail ES| Hospitals and State Directorates are asked
to submit a list of the frequently tocally purchased NR {not recommended]
items.
A duly constituted Drug Selection Commitiee screens and finalizes
the Drug ltem List including the frequentiy local purchased items and
deleting the ouldated meadicines.
Guidelines are issued repeatedly for decreasrng Locat Purchase stich
as:-
a} Drugs to be prescribed by Spacialist only in emergenmes and
when essential,
b} Doctars to prescribe generic medicines
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{(iil. Rate Contract 139 has already been floated and will be f nahzed by
31.1.2016." - S

I IIE] Nou-compliance of Pullcy fc-r shelf life

1{16 As per the mstrucilons on quahti_.»r coniral m‘ drugs issued (August 1999) by
Directorate Mer:iical Delhi (DMD), drugs whlch had passed their one sixth of shelf iife

" should not be accepted.  Audit Dbsewed that. medicines worth T 2.34 crore were

purchased in four locations i.e. Directcrate {Medlca[} Dethi, ESIC model hospital,
Raourkela, Odisha; ESIC hospital, Nacharam Andhra Pradesh and ESIC hospital, Joka,
West Bengal, and in all these cases the required shelf iife had iapsed Ieadmg fo non-

compliance of policy regarding shelf life of medicines.

107, ESIC stated (May 2014) that instructions for shelf life were being followed at
DMD. The reply was not tehable as the DMD itself purchased medicines of T 2.14 crore
duritig 2009-10 to 2012-13 wherein one sixth shelf ife was over bafore delivery.

108. In this régard. the Ministry. was asked about the steps taken to aveid such
instances in future and action taken against officers who purchased medicines with less

than prescribed shelf life. The Minisiry repliad the following:-

“Warious steps have heen taken to avoid expiry of medicines and non corpliance of
policy regarding shelf life of medicine.

i) Communicate 1o other User unis if they require any of these medicines and |
redistribute them before expiry date.

i) Morms for shelf e of drugs have been revised -

a) For Drugs having shelf iife of two years or less.” Drug supplied
should not be older than one fourth {¥4) of its shelf fife from the

date of manufaciure,

b} For Drugs having shell life more than two yvears. Dnig supplied
should not be older than one sixth Iﬁ} of lts shelf life from the date

of manufacture.

- ¢} For Imporied Drugs: All Imporied Drugs should have 50% of shelf

iife from the date of manufacture of the time of supply.
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fif) Enquiry iz being conducted against etring hospitals and action will be taken
as deemed fit”

o " 'D. — tHuman Resaurce Management — - o

""7408.” As ESIC provides service to IPs, sufficiency and quaiity of human resources is

7T imperiant for its Service delivery. In this regard, audit obServations are as under:

At R

oR

).  Shortage of staff

r!
.
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110.  Analysis of the data relating to the availability of staff revealed thét the services
of ESIC were adversely affected with large number of vacancies (Ministerial staff,
Medical staff} in all cadres throughout audit period i.e. from 2008-09 fo 2012-13. As on
31.03.2013, as against the sanctioned strength of 17347, 5326 vacancies existed
acrass the ESIC, -

SRR

[ e L L

111. The vacancy status of medical personnel, as of 31% March 2013 ranged from 19
% to 41 %. Thus, the ESIC run hospitals were facing significant shortage of doctors.
The shortage of 41 per cent of the specialists had an adverse impact on the specialisis’

services of the ESIC hospitals, leading to an increase in the quantum of referral cases.

b £ W A A S Fu s pd

112. ESIC stated (May 2014) that Recruitment Regulations were under revision in

consuitation with the Ministry and the recruitment would be undertaken thereafter.

SRR AT L L)

113.  In this context, on the present status of revision of Recruitment Regulations being
undertaken by ESIC in consultation with the Ministry, the Ministry replied as under:-

“Recruitment Regulation of mast of posts in ESI Corporation has been revised as
per extant DOP&T instruction. Recruitment Regulations of remaining posts will
be taken up for amendment in next meeting of ESI Corporation. Thereafter, the
praposal will be submitted 1o the Ministry of Labour & Employment/UPSC for

approval.”

¥ i A L A g R

114. The Ministry were asked about 1he doclorpatient rafic in ESI
dispensariesfhospitals, whether & was comparable to any other Government-run

hospital in the cotintry and whether it was comparabie to world standards. Regarding
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the iiuge vacaney of doctors in ESIC hospitals, the Ministry were asked to indicate the
present status and the action being taken to fill up the posts of doctars. Further, the

_reasons for dcctors leaving their jobs and going away were also asked. The Ministry

had the folkowing comments o offer:-

. “Total number of dectors as per annual report (2013-14} is 8848 and number of
N IFs is 2,08,60,078. The doctor patient ratio ag detived from above data comes
out ta be 0.37/1000 IPs. The avafability of doctor patient ratie at national level is
1:1700 that comes to about less than 0.6 ; 1000 population. The prescnbed firait

- .- @8 par WHO Standards is 1:1000 population.

o *Regardmg ‘recruitment of doctars, 47 Specialists Gr.ll and 88 Insurance Medica!

Officers are selected in the Year 2014-15.

Advertisements have been Teleased for 66 posts of Spacialists Senior Scale in
different super specialitics, 220 posts of Specialisis Jr. Scale and 490 posts of
Insurance Medical Officers.” '

nj. Non retention of trained PG students
115. ESIC decided (200910} o esiablish a Post Graduate Institute of Medical

" Science and Research (PGIMSF{) at Rajgjinagar, Bangalore in the same prermses

where the 500 bed model hospital was already operational.

118. As per conditions stipulated in bond filled by the siudents before admission,
studenis afier complating PG courses should serve in the ESI hospitals for a petiod of
five years and execute a bond for ¥ 7.5 lakh with interest @15 per ceni per annum in
case of vicilatinn of the above terms. Audit found that only two out of {en students who
beéame Post Graduates during 2012-13 were serving in the ESI hospitals. Thus, ESIC
could not utilize the services of its PG students despite faking service bond of five

years. ESIC replied {F;J‘iay 2014) that issues related to bond and ifs enforcement were

being raviewed.
HE. Property Management Division and different projects

117. A cenfral division named Property Management Division (PMD} was set-up for
management of the consfruction prejects all over India. During 2008-09 to 2012-13 fota]
82 projects were undettaken, out of which 19 were cam;ﬂleted during 2008-08 to 2012-

13 while other 83 projects for construction/renovation of 'hosps'iaﬁs, medical colleges,
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dental cofiege, nursing colleges, dispensaries and office buildings were under execution

as on 31 March 2013, As par amendmeni in ESIC Act, 1948 in 2010, under Section
298, ESIC may establish medical colleges, nursing colleges and training institutes.

118, Audit analysis of the status of 63 angoing projecis as on 30 June 2043 showed
.. that_out of 63 projects in 16 states, 53 projects (85_percent) were behind schedule,
' ____al_tho_ugh extensions ranging from eight to 45 months were granted to-these projects.

119. Audit selected certain projects® out of 63 for detailed scruting, resuits of which
are given below. Further detailed analysis of medical education projects by ESIC has

been done in subsegueni sections.

A, Delays and cost escalation in construction projects

120. According fo Audit, there were Delays in execution in six projects. In ESIC
Hospital, Ayanavaram, Chennai, ESIC asked architect in February 2011, after more
than a year, to oblain permission from local autharity and permission was n&tained in
Cctober 2011. In ESIC Medical College, Faridabad, project was not completed as of
March 2013. tn ESI Hospital, Bibvewadi, Pune, 85 per cent of work was complated in
July 1997, Hospital handed over to Maharashira Government in February 2002 but was
yet to be fully commissioned. In ES| Hospital, Koihapur, Hﬂs'pital was vet to be
commissioned (March 2013} as building was not made functional by completing all
essential services. Occupation and completion cerificates were not yet issued by
siatutory authorities. In ESIC Dispensary-cum-diagnostic centre, Faridabad, the agency.
had completed the work -on 30 Navember 2011, [t could not obtain the completion
certdicate from local authcr-ritg.f. ESIC could not get possession of building and in ESI
Hospital, Okhla, a part of the buiiding was handed over to the canstruction agency far-
renovation belween June 2010 and February 2042 but the work could not be started as
of August 2013 '

. ESIC Hospital, Ayanavaram, Chennai, ESIC Medical Caollese, Faridabad, ES| Hospital, Bibvewrsdi, Pune, ES| Hospltal, Kolhagus,
ESIC Dispensany-cum diagnastic cenkee, Faridabad, ES| Hospital, Okhla, Belhi, Medicaf college and 530 bodded hospital at
Guibarga, Medicat collegn aod 800 bedded hoapifal at Mandi
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B. Interest free mobilization advance

121, As per QUE guidelines (April 2007}, mobilization advance should essentially be

nesd based. The guidelines discourage grant of interest free mobilization advance fo

.. the contracting agencies. However, in case the management feels its necessity in

5pec|f|c cases then the recovery should be time based and not linked with progress of

wc:rk

422, However, ESIC Standing Committee appraved (June 2009) grant of mobilization

advance without interest to Central/Siate Government agencies reportedly to minimize
delays and to avoid cost escalation. In 10 cases, ESIC had released interest free
mobilization advance amounting to T 229,80 crore to various agencies viz. UPPCL?,
UPRNN® and NBCGC® between Aprit 2008 and October 2010, The duration of ihe
projects ranged between one and two years, but out of T 228.80 crore, only T 55.84
crote was recovered fill stipulated date of complefion while out of remaining ¥ 173.96
crore, only T 87.41 crore could be recovered as of March 2013, Thus, ESIC not onty
granted interest free advance to the agencies, i could not effect its recovery in a time

bound manner, which was in viclation of CVC guidelines.

123. ESIC stated (May 2014) that it had formulated a new siandard contract
agreament for all future construction projects including provision of interest hearing

mabilization advance.

G.  Computerization of ESIC

124, To compuierise its processes i.e. registration of employers and |IPs, patients
madule jn hosplitals and dispensaries, ERP modules for finance, administration, human
resource management, legal, procurament, health insurance, managament infarmation
syétem (MIS), etc., ESIC awarded (February 2008} the work to Mifs Wipro Technologies
at a cost of T 1181.82 crore {including cost of maintenance far five years) on BOOT

UPF’CL LHiar Pradesh Power Corporation Limited
* UPRNN — Uttar Pradesh Rajkiya Nirman Mgath
*NBCC ~ Malional Buildings Construction Gorporation Llr'ﬂited
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_concept with a time-period of 18 months. As per the terms and conditions of the tender

documents, the System Integrator ie. Mfs Wipro was to invest its own funds for
hardware, software and maintenance for five years iniltally and after successful
implernentation of the project the payment was to be released in 20 quarerly

installments { ¥ 55.09 crore). After five years afl rights along with hardware and

software were to be transierred to ESIC. Audit ohserved that:

125.

The target date of completion of the project was August, 2010 but the project

- commenced in April, 2011 Le. afier delay of eight months. Moreaver, even afler
.. the lapse of more than three years from the scheduied date of completion, all the

modules of the Project had not yet been completed.

" The submission and approval of Software F{équfrem'éﬁ' Specification (SRS) was

expected to he donhe within initial three months of date of issue of Letler of Intent

but as per records SRS was nat finalized till May 214, In the absence of SR5,

benchmarks for the development of project could not be ascertained.

As per Request for Proposat {RFP), system integrator had to cover all the IPs

under brometric details but il March 2013 only 52.97 per cent IPs (98 lakh out of
1.85 crore} wers registered with biometric details.

In the RFP, deskicp specification was defined clearly but system integrator had

not installed the deskiops as per specifications. Out of 44808 devices installed

by system integrator, 4089% devices failed fo meet functionalftechnical

requirements.

Analysis of the data of patient visits revealed that only 1152 units ouf of 1539
were capiuring the patient detaits as of 31 March 2013, Remaining 407 units.
were mainfaining the records manually.

Wipre had guated T 570 crore (in the first bid which was cancelled) for
networking camponent while in the second bid, quotation was of T 50 crore only,

as against identified bandwidth requirements of 512 Kbps to 4 Mbps, bidder
offerad only 123 Kbps and 1 Mbps which was accepted by ESIC. Acceptance of -
lower bandwidth resulted in prolonging the waiting period for the end usars for
campleting fransactions. ' |

ESIC stated {(May 2014} fhat based on the specific requirement of RO, SRQ, ESI

hospitals, dispensaries, etc. Mfs Wipro had increased the bandwidth size.  In respect of
SRS, ESIC stated that the SRS would not be finalized till all the functionalities and all

the scenarios had been captured and incorporated in the applications.
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-126.  As per Audil, the reply is not acceptable as, first, the project was severely
delayed and scheduled period of completion was already over in August 2010; second,

. - without SRS the package would not have features which are necessary for effective

- funciioning of the scheme; third reduced bandwidth-in-the work order was aleady
-hawng adverse impact on waltlng perlc}d for transactions alnngwnh demand for

mcreamng the bandwidth.

127. wWhen paymént details to the service provider for 1CT Project were enguired

about, the Ministry gave the following response:-

“Details of payment made to Mis WIPRO in respect of IT Project Panchdeep
upto 31.03.2015 is as under :

{i} Payment claimed by WIPRO: T 708.09 Crore.
(i} Amount paid to WIPRO: ¥ 472.64 Crore.

(i} Deduction: T 47.27 Crore - on account of delay in project implementation
and on account of breach of Service Level Agreement (SLA). -

(iv} Amount Withheld due to pendency of iflems as per decision of Corporation .

T 189.19 Grore
128, The Ministry were asked to state in how marny cases, bandwidih networking has
reached the benchmark of 70 per cent, and whether Mfs Wipro had increased the

bandwidii in such cases. The Ministry replied:-

“t. Total No of cases whete bandwidth reached benchmark of 70 % - 27
2. Total No of cases where bandwidih upgraded - 18
2. Total No of pending cases -9

Reasens for Pendency:
Up gradation Not feasible for technical reasons - 4

Work in Progress -5
129, The Ministry were asked to give details of the findings of the T sub-commiittes
set up to review the functioning of Project Panchdeep and fo work out the roadmap for

completing the rest of the aclivities. The Ministry gave the following reply:-



ad

S “The Commitiee reviewed the functioning of the Project Panchdeep and worked
- . .. out roadmap for completing all the remaining actvities under the Project”
Fanchdeen. ' !

_ The Committes identified 54 pending items under different Heads for which road
- ~ -map was decided. The Head-wise detail of pending items is as follows:-

- o T Al Milp- T8 T T
Yoo - 2.-Paashan —. 14 R
3 Pragati- 18

T 47 Dhanwanti— 07

- .—. -~ . ._ 5 Pehchaan- 04
8. (thers - 03

“U7 Total- b4

The frack-wise details of fems cioséd as on 16/110/2015 is as follows:-

i 1. Milap ~ -
2. Paashan- @%
3. Pragaii — Q9
4. Dhanwastr =07
5. Pehchaan- 03
6. Others - -
Total - 24

The track-wise details of items pending as on 16/10/2015 is as follows:-

1. Milap— (a

2. Paashan- 09

3. Pragati— 09

4, [hanwanti- 0

: 5. Pehchaan—~ 1
: 6. Others - 3
Toiat - 26

Vil. Medical Education Projects

130, With a view to improve the quality of services, the ES| Act was amended in May,
2010 to provide for the establishmeant of medical colleges, nursing colleges and iraining

institutes.
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131, The main objectives of the spacial audit were to examine whether due diigence
was observed while deciding to take up Medical Education Projects, fulfiiment of

abjectives envisaged for projects and compliance to General Financial Rules. For this,

_ =-Audit -examined background for amendment of the ESIC Act to enable it to set up

Madical Education Projects at different locations selected by the ESIC management,

__ fgasil;-i!itwseiec_:tian of localions, processes invelved in ‘selection of consultants,

“architects and executing agencies for establishing Medical Education Projects and

—- ' — financial resources arrangements for these colieges.

132,  The significant issues arlsing from results of scrutiny and examination of recards

as made available by the ESIC are given in the succeeding paragraphs,

A. Amendment of ESIC Act — a hackground
133, In the 139™ meeting of the Corporation {17 July 2007), the issue of shortage of

medical/administiative staff leading {o the defivery of services under the scheme being
adversely affected was raised by the Corporation members. The Chairman {ESIC)
desired that tiere should he a welkconsidered time frame and action plan for filling up
of vacant posts and directed Director General {DG) ESIC that a detailed and
comprehensive report on this issue should be put up in the next meeting of the
Corparation. The Chairman further mentioned that to ensure availability of sufficient
medicaliparamedical staff, ESIC should have its own Medical Colleges, training schools
for paramedical staff and post graduate teaching faciliiies and directed the Director

General o inittate action in this regard.

134. Audit observed that thefe was no agenda item in the 138" meeting regarding
shortage of manpower in the ESIC hdspitals. Furiher, o an audif query, the ESIC stated
(May 2015} that no such repori on the issue was prepared and submitted fo the ESIC
Corporation by the DG-ESIC. |

135, -The issue of amendments fo the ESIC Act keeping in view the changed
ecohomic sceharic was an agenda itern with defails of amendments propnséd,
However, in the meeting, it was decided that a sub-comimittee be constituled to review
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the existing provisions of the ESF Act and suggest amendments keeping in view the
‘changed economic scenario.  In pursuance of the above decision of the Corparation,
Chairman ESIC constituted a sub-committea {30 July 2007) for the said purpose. The

sub-commiites consisted of nine merbers including representatives from governmments

n:rf Maharaahtra Andhra Pradesh, Uttarakhand and 0G ESIC as convenor. The sub-

commﬂtee meetlngs were heid ch 08 August 2[1{]? 30 August 2007, 8 Oclober 2007.

“The committee’s repoit was piac;ed in 142n fneet:ng of the Gorporaimn held on
18 Febl‘uaﬂf 2(08. The report recommended camprehenswe amendment of the various

' sectrans _of the ESi Ac‘l whlch mferwaffa recommendad ihat in order to meet acute

shortage of dﬂctﬂfs and pa‘ra—medibai staff, the Corporation may establish medical
colleges, nursing colleges and fraining institutes for its para medical staff.- These
doctorsfparamedical staff would be required to render such minimum service in ESI.
hospitalsfdispensaries as may be prescribed by the ESIC. The report was accepted by

the Corporation which recommended comprehensive amendment to the ESI Act.

136. Accordingly Corporation wrote to MoL&E to amend the ESI Act, 1948, The matter
was placed in the Cabinet meeting held on 16 Octeber 2008, The Cabinet decided that
this matter may be considered, in the first instance, by a Committee of Secretaries. The
Committee of Secretaries approved (January 2009} the proposed amendment. The
matter was again placed in the Cabinet mesting held on 23 July 2009 and the same

was approved by the Cabinat.

137. The matter of amendmeﬁt fo the ESI Act was referred by the Speaker to the
Standing Committee on Labour. Standing Committes in its report (9 Dacember 2008}, in
addition to other amendments, recommended for establishment of medical colleges,
nursing cotleges and training institutions for paramedical staff with their esfablishments
in such pia‘-:es wheré more number of insured persons and poor working class people

lived.

- 138. By the amsndment Bill of 2009, the ESIC Act was amended in May 2010 and

section 5%B) was inserted which states “The Corporation may establish medical
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colleges, nursing colleges and training institutes for its para-medical staff and other

employees with a view to improve the quality of services provided under the Employees'

" State Insurance Scheme.” Further a8 per Bara 197of the ESIC (Amendment} Act 2019,

aff things done and action iaken during the period on o after 3 July 2008 and ending

immediately before the commencement of the amended act were validated.

139. "Audif noted that during tiie processing for amendrent, MoL&E communicated
{21 August 2008) the comments of Integrated Finance Division on the proposed agenda

" of ‘?4?”‘ meeting of the Corporation that setting up of medical colleges involved huge

investment of funds and it would be appropriate either {o wail for amendment of the Act
of obtain legal opinjon from the Ministry of Law. It further stated that no investiment may
be made till these issues are resolved In consultation with Ministry of Law. In the 147"
meeting of the Corporation held on 25 August, 2009 the issue of advice of IFA was
dizclssed and the Secretary (L&E) dlarified that earlier IFAs never raised such an issus.
Secretary (L&E) mentioned that there was absoiutely no doubt about the fact that under
section 28(v)° of the ESIC Act, Corporation had full powers to start Medical Education
Projects. Section 587 was being amended only to further amplify and focus the same.

B. Expenditure on censtruction of medical colleges prior fo amendment of
Act.

140, [t was absarved that prior o the amendmeant of the Act the Corporation had

sanchioned 17 out of 21 Medical Education Projecis and even started the construction of

16 medical colieges and incurred an expenditure of T 1021.72 crore {which included

mobilisation advance given to executing agencies). ES!C's records did not reveal

specific administrative/financial approvat of the Ministry of Labour and Employment in

the matter of number and places for opening of medical colleges.

®  Seclion 28 v} — RS Fund shall be vxpeaded only for the purposes cslabishment and malitenance of hosmitals,
dizpenraries and otber institptions and the provistons of medical and other ancillary servives for the benefit of
insured persuns and, where the medical beneft i extended to their families, their fanilics.

' Seclion 59 — The Corporation may, vwith the approval of the State Govermmen?, establish and maiitain in a State

siich hospitats, dispenzaries and ofher medicat and surgical services as 1 may think fit lor the benolit of insured

perscns s their fanfhes. '
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141, Ministry stated (August 2015} that their acﬁcns had been validated with the
-amendment of the Act in 2010, The validation of all actions by Parliament indicates that
contention of Integirated Finance Division of MoL&E that no expenditiure may he
“incurred an the project was justified and inciirring of huge expenditure in aﬁticipaticm of
retrospective validation is not a prudent practica-Further, aciivities started prior to 3 July

2008 were not validated by the Amendment Act 2010.

142, - In theiraction taken replies on the audit para, the Ministry replied the fol]'owing:—

" “No expenditure was incurred on Medical-Educaiion prior to 03.07.2008 oy the
PMD. However Audit has not specifically mentioned the activities which started
prior to 3% July 2008, '

143. In their post-evidence replies, the Ministry however also stated the following -

“No expendiiure was incurred on Medical Education projects prior to $3.07.2008
- except T 3.60 lakh paid to the consaltant.”

C. Preparation of Feasibility Study Report for selection of sitesHocations for
establishment of medical colleges:
144, ESIC called {July 2007} expression of interest for preparation of feasibility report
from the consultantsforganisations having experence of establishing at least one
medical coilege. Out of the 56 applications received, the offer of Mfs. Medisys Projects
Consultants Private Limited being lowest was accepted by the Corporation. The ESIC
signed {February 2008} an agreement with M/s. MediSys Project Consultants Pvt. Lid.,
New Delhi for a contract amotit of T 18 lakh for the assignment. The consultant was

reguired to submit its repart within four months. The scope of work included:

1) Cdllection of available data from ESIC.

2}  \isiting all hospitals and collection of additional information required for
preparing the feasibility report. ' _

3} Identifying all types of colleges/Schools at all possible locations that can be set
up throughout the couniry under the network of ESIC,

4)  Delailing out the changes/additions, modifications required in these hospital
huildings for setiing up the above institutions. )
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5}  Prevaring the feasibility report as per the guidelines of Medical Council of India
T {(MClyNursing Council of India (NCI}¥Dental Council of India (DCI).

145 The consuiant submitted (17 March 2008} the feasibikty report for the proposed
.. ESI-PGIMSR  projects for starting various courses, The feasibiiity report of the
... -consuifant included detalls of 80 shortlisted. lacations, in 14 States. Thase locations had

- ++-- haen shorllisted. by the consultant an the basis of availability of land, availlabilify of

hospital beds etc. Out of these 60 locations, 14 lecations in eight States (Delhi, West

" " Bengal, Karnataka, Tarmil Madu, Andhra Pradesh, Kerala, Uitar Pradesh and

Maharashira) were selected by ESIC.

146, ESIC alzo selected seven other locations in eight states which were not included

in the consultant's list,

147. Awudit noied that:

» The terms of reference for feasibility study were incomplete as it did not
include issues such as capital and recurring expenditure involved, number
of colleges required to fulfill the needs of ESIC, futire needs and actual
availability of doctors/para medicat staff through these medical colleges,
efficiency and cost of recruitment of doctors/paramadical siaff with medical
colieges  projects vis-a-vis eXisting practice of mcruiting doctors/
paramedical staff from the open market, availability of doclors for facuity
for these colleges, other pros and cons of this straiegy efc.

. Reasons for selection of sites not recommended by Consuftant were not
made availabie to audit.

148, Ministry stated {August 2015) that the consultant submiited feasibility report on
setling up of Medical Education Projects as per the scope of work allotted. Sites other '
than those selected by consuliant were (0 states who responded to demi official letter
written by Director General, ESIC to the Secretaries for allotmant of atleast 25 ac-res. of
land for medical college where there was no existing SGE}. bed hospital of Corporation.
Lang was allotted by State Government and foundation stone were laid by the then ]

Chairman, ESIC at some cof these |ocations where construction was started.
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D. Appeiniment of an Advisor (Medical Education} on contract basis:

148. ESIC engaged {on 26 May 2008), Dr. M. Shamsudeen, Managing Director of
Mis. MediSys Projects Consultants Pvi. Lid. engaged for feasibility study, as Advisor
(Medical Education} far a period of six months ar honorarium of ¥ 20,000 per month

' '“';T:r!us feimbursement of other entitlements on tour &t par with the rank of Additionai

Commissioner of ESIC. The terms of the Advisor inter-afia provided liaisoning wark with

‘different Tegiildtory authorifies, to act in coordination With the Deans of ESIC Medical

_' T — Edusatian‘PrnjecEs to facliitate the setting up of different medical projects etc.

150.  Audit obsenved that the advisor whe was engaded for six moenths continued to
wark for four continuous years and his tenure was extended nine times. The amount of
honorarium was also enhanced to 3 30,000 per month on 21 November 2008 and
further o ¥ 50,000 per maonth on 22 August 2012, Moreover the approval of Slanding
Commitiee was not obtained at the time of appointment of consultant and even at the
time of subsequent revisions of honorarium. -Total expenditure of ¥ 20.72 lakh was
ncurred on account of honorarium and ﬂtht_er expenses for the consuliant. The records

of ESIC did not raveal any assessment of the work dane by the consultant,

151,  Ministry stated (August 2015} that the appointment of the advisor was made with
the approval of DG, ESIC under his delegated powers, Exiension was given on the

hasis of requirement and satisfactory peformance.

152.  On being enquired as to why audit was not given the required documentis/records

for scrutiny, the Ministry replied as under:-

“All availabls documants / records as requested by the Audit parly were provided
for scrutiny including;

1. Copies of letters of DG, ESIC te State Gavernments requesting for allotment
for 25 acres of land for establishing Medical College where there s no
existing 300 hed hospital of the Corporation;

2. Acceptance of feasibility reports of the consultant by DG, ESIC; -
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3. Stiatus report regarding the location of ESIC medical Education Institutions.”

E. Appointment of Architectural and Engineering Consultants

- _133. ‘ESIC issued adveriisement in Novémber 2007 for empaneiment of Architectural

and Eng-i'neering E‘;énsulta_ntsfProjed Management Consultants for consiruction of its

ht@itais. dispensaries, offices and housing faciiities in different parts of the country.

The alioibility for empanelment was that the firm should have provided comprehensivae

~ services for atleast two similar projects whose construction cost exceeds ¥ 20 crore in

tast five years and average tumover in terms of consuitancy fees earned in the last
three years of atleast T 50 lakh. Based on the offers received, the Corporation
embaneilecﬁ 15 firms as Architectural and Engineering Consultants. The Corporation
awarded 21 Medical Education Projects to eight Architeciural and Engineearing
Consultants out of the 15 empanciled architects and engingering consultants on

nomination basis. Audit ahservad that:

+  Diiterent projects witn the total value of ¥ 8611.94 crore were awarded to
different consultants on nomination basis without any specific criteria.

» The advertisement given for empanelmant of consuitant did nof specifically
mention that ESIC want o empanel consultants for medical colleges.

s Qut of the total 21 Medical Education Projects, works refating to eight projects
were awarded to Mfs. Design Associates.

+ Basis of awarding large block of works to the Mfs. Design Associates (eight
works with original estimated cost of ¥ 3020.092 crore and ill date consuitancy

fees payment of T 63.39 crore} was not an record.

» Al no stage the ESIC assessed the capaciiy and capablity of Mfs. Design
Assogciates to complete the projects, ' |

+ Execution of ail the works handied by M/s. Design Associates had been delayed
by two to five years.

+ in al, a payment of T 173.82 crore had been made to all archiiects and

engineering consuliants,
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- —e— As per CVC guidelings (25 November 2002) the consultants tend to increase the
- ~cost of the work for more fees as generally the fee of the consuitant is fixed at a

centain percentage of the final cost of the pmject."Consequenﬂy'(}wﬁ directed

that the consuitant's fee should be pegged based on the original contract value.

As per agreement entered by ESIC with architectural and engineering
consultants the contract price payable shalf be three per cent of the final value of

work executed. However, “total contract pricé payable shall be restricted to

T " {capped at) the fee payable at the agreed rate for the appraved estimate of work

at the time of award of work. Audit has, however, oliserved that in six projects at

Sanath Nagar Telangana, Manikiala, West Bengal, Joka, West Bengal,
Coimbatore, Tamil Nadu, Mandi, Himachal Pradesh and K.K. Nagar, Tarmil Nadu
the fess payable fo architectural and enginesring consultants has not been
capped at the original contract value as done in other contracts. The original cost
of thase six projects had been revised from T 2618.51crore to ¥ 3441.24 crore as
on 31 March 2015, Consequently, extra fees payable to architectural and
enginesring consultants due to non-inclusion of above clause would be to the
tune of T 24.68crore.

Thus the award of different works to different archifectural and engineering
consultants was not only carried out in arbitrary manner but alse resulted in undue

favour fo same of thesa consultants.

154. Ministry stated {(August 2015) that the credentials of all the empanelied
consultants were evaluated by a Commitiee constituted for scrutiny of application and
further recommendations for empaneiment. The allotment of the eight projects fo the

/s, Design Associates has been done with the approval of Direclor General, ESIC.

Audit, however, stated that the reply of the 'Ministry is not accaptable as the
empanelment criteria was that the firm should have provided comprehensive services
for atleast ftwo simiiar projects whose construction cost excéed T 20 crore in last five
years and average tumover in terms of consultancy fees earned in the last three years
of aiteast ¥ 50 lakh. But the quantum of work aliotted fo the Desig_n Associate was not

comparable as it had a turnover ranging from ¥ 37.88 lakh fo T 64.18 lakh during-2004-
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- 05 to 2008-07 and ESIC has already made paylﬁen’t of ¥ 63.39 crore {o the Design

- Assaciates. (as of March 2015).

... 155 In this context, when asked about the aclion faken by the Ministry and the system
..~ .had the ESIC followed then and what it was following currently, the Ministry staied the

.o Jollowing:- ... - L. C .o o

¥Six projects which have been poinfed ouf were initial projects in which fees
payable to ALE Consuliant has not beeh capped. .

- In subsequent agreements, consultant fee has been capped based on ihe

- ariginat contract valus payable.”

F.. Non-execufion of specific job by Architects

186, The ESIC entered into contract agreement with Architectural and Engineering
Consultants to  provide cémprehensive architectural or engineering cohsuliancy
senvices. As per agreemént with the architect consultants, they were to be paid at three
per cent of the final value of the work executed. Further interim payments shall be

released on the iatest available estimate for the work.

167. The scépe of wark of the architacis infer-afia included the subtmission of concent
design and drawing report, preliminary design report, material repott, cerificate from
statutory bedies and height clearance cedificate from Airport Authotity of India (AAl) and
a model of the project, technical specifications, rate analysis, cost eétimates, bill of
gquantities (BOQ), tender document and fender drawing inciuding priced BOQ
specifications, test procedurs, project clearance report, tender documents, as built
drawings, completion drawings stc. The stages of payment were provided in the

aoresment basad on the completion of various volumeas of work.

158. As per agreement with the architects, they were required to prepare tender
documents including invitation to tender, hsfruction fo tenderers, general and particular
conditions of contract, specifications, drawings etc. based on ESIC standard format and
abtain, in principle, approval of ESIC, invite competitive tender on behalf of ESIC,
evaluate the tender received and subimit recommendation with full jusiification for award
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of work and finalise coniract agreernent hetween client and confracior after approval of

ESIC. .. -

159, Audit observed that ESIC subsequently awarded all the projecis on nomination

-pasis . without following . _the_ competitive . fendering  fo government construction

- agencies/companias. Consaquently, a .number of works which were required to be

Cpedormed by architect and .engineering consullants were ot peﬁormed by these

agencies. Thus, huge payments were made to the architectural agenmes and their

services were not utlised as ner the contract by ESIG. - —

160 Ministry stated {August 2015} that in most of the projecis architecis had only
been given the wark of architectural and engineering consultancy services.
Simultanecusly, ESIC had enfrusted construction work of the medical projects to
Government construction agencies {Gentral State PSUs). Hence the need for floating

tender by architectural and engineering consuitants did not arise.

161. As per Audit, the Carporation awarded various architect works on nomination
basis. The scope of work infer-alia included tendering work. Subsequently when
Corporation decided that construction wotks to be awarded on nomination basis fo the
construction agencies then it should have reviewed the contraci agreement with the

architect and engineering consultants and necessary deductions made from the

architect fees.

G. Medicat Education Projects _
) Irregularfnon-viable sites for Medical Education Projects — Non- fulfiliment

of prescribed norms: Insufficient number of IPs

162. The Standing Committee of Parfiament on Labour in the Report for the year
200910 concurred  with  proposal of the Govermment fo  establish medical
collagesinursing collegefiraining instiutes efc. due to acute shortage of dociors and
paramedical staff in ESIC Hospitals/dispensariss. However, the Committee

-recommended that these medical colleges and haospitals should he established in sugh
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places where more number. of IPs and poor working class people werg fiving so as to

provide them the much needed health care.

163. Auditnoledthat.. . . _ . — _ . . - .

-F The fustn‘" ication for selectioft of différent sites for Medical Education Projects was
.—hot made available to audit.

« Due difigence to ascentain the number of colleges required to be opened, to fulfill
— the future requirement of doctors and ofher paramedical staff was not carried out

+« Project-wisa--approval- of the ESIC Corporation for different sitesinumber of
WMedical Education Projects was not avallable.

As per Section 59 of the ES| Act and Regulation ¢ {e) of ESIC (General)
Regulations, 1850 the approval of ESIC Corporation is required for constructing
the hospilal. ESIC got new hospitals constructed but no approval for the same
from the competent authority was found on record.

Six out of 21 places ihe minimum rEquirément of IPs as per E8IC norms was nat
fulfifled.

The locations with higher number of IPs were not selected by the ESIC for setling
up of Medical Education Projects.

ESIC had decided to open Medical Education Projects even where it neither
have existing hospital nor did it meet its own norms of IPs for opening new

hospital
H. Non-receipt of approval due fo non-fulfillment of norms of regulatory
bodies

184, Audit examined the details of Medical Education Projects with reference to norms
of IPs, availability of approvals from regulatory bodies {(e.g. MCI, DCI, NGI efc),

avaitability of land and hospital infrastructure ste.

165.  Audit noticed that the process of applying for mandatory approval of regulatory
bodies started in 2008-08. This was followed by inspection of the ESIC colieges by the

- MCl inspectors who. had pointed out cedain deficiencies. A few examples of deficiencies

pointed ot by MCI inspectors were absence of Dean, absence of teaching faculty,

ipadequate  library, inadequate infrasfructure and Instrumentation, etc.  These
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deficiencies were subsequently removed by the Corporation and the approvals wers

- granted for courses started from 2010,

Projects at Mandi, Faridabad, Sanath Nagar, Coimbatore and Paripally did not receive

-the necessary --MCI approval. . Consequently, the appnin{mént of * Medical
- AdvisorfConsuliant .appointed for.iiaisanihg work for gefting approvals from regulatory

_bodigs remained unjustified. e

167, M;mgtry stated !:Augu_si 201 5) that g_raﬁt_ of permis:sinhutﬂ start medical courses by

the reguiatory authorities was subject fo the fulfilment of several conditions, ie.
infrastructure, equipment, clinical material, placement of faculty etc. Consultant had
helped ESIC in effectively forming up ail the regulatory matters with the regulatory

bodies.

I Selection of construction agencies for execution of projects on nomination

. basis rather than on tender basis

168. As per GFRs Rule 204 (vil) Cost plus contracts should ordinarily be avoided.
Where such coniracts become unavoidable, full justification should be recorded before

entering into the contract.

162. As per the agreements entered by ESIC with the architect and engineering
consultants, the scope of work of the architecis, Mer-ala, includaed preparation of

tender documents including invitation to tender, instruction to tenderers, general and

-particutar conditions of contract, specifications, drawings efc. based on ESIC standard

format and obtain, in principle, approval of ESIC, invite competitive tender on behalf of
ESIC, evaluate the fender received and submit recommendation with full iuétificaiic:n for
award of work and finalise confract agreement belween client and contractor after
approval of ESIC. These entafied a competitive tendering process. Audit examined the
process of selection of contracfors for exscution of 21 Medical Education Projects

sancioned during 2008-09 to 2011-12. Audit noted that:
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+ Basad on the estimated cost of {he projects prepared by architect and
engineering consultants, ESIC assigned the work relating fo the construction of
21 Medical Education Projects on nomination basis to various construction
agencies ke NBCC, UPRNN, EPI efe, on turnkey basis. '

_« ESIC's action to award the works on nomination basis was not as per the
established horms and procedures. The basis of selection of these construction
agencies was 'ﬁc_:t on recard and was, therefore, arbitrary.

e The justification for change of stand from tendering of the projects to award of
projects on nomination basis was not.on record.

- During 2009 and 2010, ESIC has eniered into 18 confract agreements ‘with
archifect and engineeting consultants which state that these agencies would
carry out competitive tendating for these projects. Simuitanecusly, ESIC was
assigning these projects on nomination basis o consiruction agencies.

+« Due to award of works on nomination basis, the ESIC could noi avail of benefit of
competitive rates as the original cost of the works amounting to T 8611.94 crore
was revised to ¥ 11997.15 crore. ' o

»  Construction agencies further awarded these profects to sub-contractors on back
o back basis. Test check of two projects of Medical College, Colmbatore and
Madical College, Bihia revealed that there were variations of T 72.98 crore
between cost of works awarded by construction agencies to sub-confractors and
the rates on which works were awarded to consiruction agencies by ESIC.

» Since the ESIC s having its own ful-fledged Project Management Division {(PMD)
since 2008 headed by a Commissioner, PMD, the need for engaging outside
Agencies far execution of works raises a question mark on the role and existence

of the PMD.

Thus, fhe award of wotks fo consfruction agencies were not oniy arbitrary but

also ESIC had lost the benafit of competitive rates,

170, Ministry stated {August 2015) that since ingeption, construction works were being

execiied through construction agencies like CPWD, NBCC, UPRNNL etc.-on Deposit

Work basis. The above sald arrangement was not found to be satisfactory as this
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resuited in delays, cost overrun, poor guality of design efc. Hence it was decided to -
adopt turnkey system and ta get the work executed through empanelled construction

agencies. As regards variation in price awarded by ESIC to construction agencies and

-construction agencies o sub-contractors, the ESIC stated that the contract agreement

had not provided for passing on to ESIC savings, if any, accruing te the construction

- agencies and accordingly works aiready awarded continue fo be implemented as per

the contract agreement already signed. Standard Comract agreement for passing ¢n

the savings té ESIC has been implemented for works taken up subsequently. in the

_matter of PMD, the ESIC stated that it did not have adequate strength of staff.

171, Audit, however, stated that the reply of Ministry is not acceptable as the
shortcoming in Deposit Work System like time averrun, cost overrun, ete. still persists in
the new system of awarding contract on turnkey basis. No jusfification for award of
different works to different agencies was furnished. The revision of standard contract
agreement with construction agencies for passing on the savings to ESIC prove that
either sufficient due diligence was not done or estimated cost worked out by ESIC was

- wrong. Consequently, ESIC could not get the benefits of competitive rates and thus

straining the resources of ESIC.

J. Physical and Financial Status of Medical Education Projects — Delay and
cost overrun of projects

172, Audit scrutiny of records and details provided by ESIC revealed that the Medical
Education Projects were marred by delays and cost overruin. Audit observed that:

. All the Medical Education Projects taken up were behind schedule except
dental college at Rohini and PG, Ayanavaram Chennai. Extensions ranging
from one year and-two months to four year and nine months ware granted to
these projects. The work at Bhubaneswar had been defetred.

«  The reasons for delays were attributable to delay in obtaining pemission from
authorities, delay in shifting of sites, handing over of parts of huilding under
occupation eto. -

«  The total cost of all the projects was revised from T 8611.94 crore to ¥ 11897.15
crore resulting into ceost overrun of T 3385.21 crore due to delays caused by
various reasons as indicated above.
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-173.  This shows that ESIC had not done adequate ptanning before commencement of
works so as to ensure timely completionfexecution of works which has resulted in huge

" cost gverrun of various projects. -

o ._1?_‘4. Minlétﬁr s_fa%e::i _{Apﬂu;ﬁc_ 2_[11_5_]__ﬂ'=_at it héd_?ﬁ-p_o_[n_tgd government construction

agencies _{Ff__‘éjqﬂ __t_tlr__mc_nit_c-r the jr:_rbé._ Again architect _an_c_i quality auditors wefe also

. appainted for Architectural and Engineering Consultancy work and maintaining quality.
- Monitoring . .was done by ESIC through monthly  meelings with Construction

Agency/Architect ‘and through Video Conferences. Thus, ESIC had monitored the

projects despite limited technical manpower.

175, Audit, however stated thaf the reply is not acceptable as the reasons for delay
were foreseeable with advance planning and despite regUlar monitoring by ESIC the

project was marred by delays and heavy cost escalation.

176. In this regard when asked out of 21 pmjécts how many had the approval of MCI

ahtd how many were pending for approval from MG, the Ministry stated:-

“05 out of 12 medical colleges under canstruction have been stariad after
receiving permission from Central Government / MCI

Parmission to start 01 out of 12 medical colleges under construction has baen
stibmitted to Govt. of India.”

K. Financial Impact of Medical Education Prajects

177. The ESIC was created to provide social secuiy for IPsZSeatting up of medical
colieges s a capital infensive project including a onsetime expéndifure of around T 800
crote par medical college with 100 annual MBBS admissions and 500 bedded-attached

hospital and recurring cost of around ¥ 180 to T 200 crore per year for running the

instituions.

178. Capital Constiuction Reserve Fund (CCRF} had been set up to meet ihe
expenditure on purchase of bdildings, construction of hospitalsfdispensaries, other
medical institutions and offices of the Corporation together with staff quarters attached
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to it. As per the approval of ESIC Corporation and Ministry of Labour and Employment a
cartain perceniage of income from contribution {currently one per cenf) is fransferred fo
Capital Construction Reserve Fund. ESIC i addition 1o annual transfer of ane per cant

-~ also transferred T 168914 -crore from Surplus to CCRF during 2009-10 to 2013-14. The
axpenditure c:h_ 21 Medical Education Projects was met out of the - surplus

" availableftransfer from CCRF.

1797 TAudit nbsewed that capital cmmm:tment on 21 Medical Education Pm;ects had
** increased from T 8611 49 crore to T 11997.15 crore as on 31 March 2015. Agalnst the

" revised cost of T 1199? 15 arore, the ESIC had incurred expenmture of T 5955.03 crore

on 21 projects as on 31 March 2015, Audit aiso found that:

» The cost of the Project was revised two to 12 tiﬁ'ues. The reason for freguent
revisions were the changes in DSR and non DSR rates due to delays in all the

prajects.

. Even afiter incurring a iotal expenditure of ¥ 5955.03crare on 21 Medical
Education Projects none of the project (except two projecis af Rohini and
Ayanavaram)} were physically completed and an additional liability of ¥ 6042.12
crore (as on 31 March 2015) is requited fto be incurred by ESIC for the
completion of construction of these projects.

Thus, the income of the ESIC which was required to be spent on core function of
providing medical and cash bensfits to the beneficiaries was spent on Medical

Education Projecis which rermained incomplete.

L. Effectiveness of Strategy to meet the shortage of dectors

180. The objeciive of setting up of Medical Education Projects was to get medical and

other ‘para medical staff for ES! hospitaisfdispensaries and improve the qu_aiity of

services provided under the Scheme.

). -~ Sanciioned strength and Men-in-position of Dactors/Para Medical Staff
as on 31 Cetober 2014 in ESIC

181.  As per ESIC noms, the stafiing pattern of the hospitals is based on bed strength
and speciality services beiﬁg provided. The sanctioned strength of doctors increased
from 1357 fo 3040 during the period 2008-2014. During this period men-n-position had
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- -also seen an increase froin 931 fo 1937, 1t was, however, observed that against the
sanctionad strength of 2180 docters in ESIC hospitals in 2012-13 {(excluding teaching
facuity of doctors for medical colieges), it had 1749 men-in-position. This indicates that
actual vacancy of doctors in ESIC hospitals/dispensaries was anly 461 during 2012-13,
Further during 2012-13 against the sanctioned strength of teaching faculties of 578, the
'ESIC had 211 faculiies leaving vacant posts: of 367-which comes to 63 per cent. This

-~=shows that ESIC-was not able fo get sufficient faculties/doctars for medical colleges
which ware being opened fo fill the shortage of doctors in ESIC hospitals/dispensaries.

). Admissions and Availabifity of medical personnel passed out from ESIC
Medical Colieges: '

182, Studenis were admitted under following three categories in ESIC Medical

Colleges:

{3 Al India Quota (AlQ} — 15 per cent of folal available seats in each of the
medical institutions shail be made over to an Al ladia Quota,

{iy Staie Quaota - Based on the location of the ESF's Medical Education Projects, a
Siate Government Quota would be made over as per the policy of respective
State applicable to unaided non-minority institutions.

(i} ESIC Management Queota - Balance seats ieft over after contributing to AIQ and
State Quota to be bifurcated into Al India ESIC management quota and state

ESIC management quota.

183. To ensure that the doctors passing out from the Medical Education Projects of
ESIC serve in ESIC, the condiion of the Bond for serving ESIC institutions was
approved by the Comoration in its 145™ Meeting. As per the terms of the bond, students
taking admission in ESIC medical colleges, dental collegss and post graduate medical
institutes had to furnish a Bond for serving ESI institution L.e. hospitals and dispensaries
for a minimum period of five years. The duration of the bond is five years and non-
compliance to the conditions of the Bond involves the payment of an amount of ¥ 7.5
lakh with interest @ 15 per cent towards failure to fuifil abligation. ESIC in addition io |
under graduaie and PGI colleges also siafted Dental College at Rohini, Delhi aﬁd

Nursing College at Indira Magar, U.P.
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184. Admissions were starled in four medical colleges al Rajaji Nagar'(Bangah:sre
K.arnafakaj,’ Gulparga {(Karnataka), KK, Nagar, Chennai {Tamil Nadu), Joka, Kolkaia
{(West Bengal) with 398 under graduate seats. An analysis made in respect of graduate
doctors likely to be avalabla from the operational medical colleges of ESIC revealed
that Rajaji Nagar, Bangalore would be able to praduce 1D{}.ductnrs.per year frr::»r_n 2017-
13 and other coi!egés at Guibarga, K.K. Magar and Joka would be producing 300
doctors per year from 2018-18. Hence, there would be.around 400 doctors produced by

operational medical colleges of ESIC from the year 2018-19.

185, Further, ESIC had taken up the construction of 12 medical colleges with 1200

under graduate seats. ESIC had 461 vacant post of doctors to man the ESIC
hospitals/dispensaries as on 31 March 2013, This indicates that even one year of pass
crﬁts would exceed the available vacancies and fuiure pass outs would be of no use to
ESIC hénce it would not be able to contribute to improving rﬁedical care. This would
defeat the very purpose of establishment of Madical Education Projects.  This shows
that no due diligence was carried out to assess the requirements of medical pessannel
and huge capital cost and recuring costs was incurred with ne clear cut nenefits té

ESIC’s core activity.

186. When asked that since these acts of non-estimation of true hature and extent of
shoriage weare exiremely serious and it was necessary fo fix responsibility on the
officers who drew up the ferms of reference without including such elementary

requiraments, the Ministry submitted the following reply:-

“The decisioh to establish 12 medical colleges was based on the objective to
have sufficient number of doclors and para medical staff against available as well
as future requirement of vacancies.” '

187. Audit noticed that ESIC had issued 107 offers of appoiniment to post graduate
students passed out from different colleges during 2013-15. Against a total of 107
ap:;rﬂintment arders issued, only 15 medical persannel {14 peor cer} had joined. _This
indicates that the straiegy of openihg medicat colleges for filling the vacant posts had

failed.
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188 Ministry stated {August 2015) that the PGs pass outs were issued appoihtinent
letier to comyply with the n_:ondftien of bond. Those candidates who had not complied had

been issued notice for payment of bond amount. Thus, the aim of ESIC of imparding

- - medical education for developing their own trained madical persannel proved futile.

189. In this regard, when asked about the legal validity of the bond filled by the
students, the Miristry stated the following:- - -

“The conienis of the Bond are vetted by legal counsel and the Bonds are
enforceable as per law.” '

. Exit from Medical Education Projects

190. The Cormporation decided to exit from the field of medical education in its 163
meating held on 4 December 2014 as it was not one of its core functions. Thus, the
sfrategy adopted by ESIC to meet the shortage of medical and paramedical staff was
thoroughly ineffective and the sxpenditure incurred on this was infructuous. Later on,
the ESIC decided to continue with a few projects. '

191. Scrufiny of records and further information made available by ESIC revealed the

following:

s A white papsr on medical education was placed in 161% mesting of the
Corporation held on 28 January 2014 for appropriate decision of the Comaration.
The Corporation authorised its Chaitman to constitute a commitiee to look into the

fssuas,

« The report of the committee was discussed in 162°meeling of the Corporation
held on 31 July 2014, 1t was decided that decision on continuation or otherwise of
Medical Education Project would be decided in the next meeting of the
Corporation. in the meantime discussion should be held with Central/State
Govemmants on modalities for transfer of ﬂngoing medical colleges.

« The ESIC had faken up the maiter of transfer of Medical Education Projects with
Government of india {Ministry of Health and Family Welfare)} who responded vide
letter dated 3 September, 2014 that it will not be feasible io take over these
medical colleges from ESIC. In the alternafive it was suggested that the Ministry of
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Labouwr and Employment may explore possibility of coi!aburéiing with the
respective State Governments in taking over these colleges.

TS FuRth& Director General, ESIC on 05 September 2014 wrote to the State

% Governments concerned sesking thelr “in-principle consent” for taking over of
ﬂ‘ ' - - medicat colleges and related Medical Education Projects located in the respective

- . s_tEtes T

=177 T a7 n this regard five states (Rajasthan, West Bengal, Delhi, Himachal, Pradesh,
i : o _Kerala) out of 12 had responded till December 2014, but no positive responses
=1 - .. .. wererecelved fromanystate, . . .. . .

q

» The Corperation in its 163¢ rﬁe‘eﬂng held on 4 December 2014 decided to exit
from medical education as it was not the core function of ESIC and objective of
Section 588 of the Act was uniikely fo be met.

LA AR A F R g

» The Ministry of Labour informed the PMQ (8 January 2015) on further decisions

taken in regard to 13 medical coileges. These included exit from medical
y educalien, no further admissions, not to start new medical colleges, handing over
5 ongoing medical colleges to State Governmerits willing for transfer, to create |
centre of excelience for Super Specialty Treatment in cases where Sfate
Governments were not willing fo take over the medical colleges. Reasans for not
apprising the PMO aboui the true and complete status of 21 Medical Education
Prajects was not on record of ESIC.

s Subsequently ESIC in 165" meeting held on 7 April 2015 dacided to protect the
inferests of the students and insured persons and continue with ongoing courses
at Medical Education Projects.

» Secretary Mal.&E, intimated the following position on 25 March 2015 o PMQ.

» Three ESIC medical colleges at Rajajinagar (Benguluru), KK
Magar{Chennai}and Joka (Kolkata) respectively will be continued to be run by
the ESIC.

¥ Three ESIC medical colleges at Faridabad {Haryana), Coimbatore {Tamil

MNadu) and Sanath Nagar, Hyderabad {Telanganajwers offered to be run by
the respective State Governments failing which the ESIC will run them on PPP

mode on its own,
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ESIC medical college at Gulbarga (Karnataka)was offered to be run by the
State Government failing which by the ESIC on PPP mode.

Four ESIC medical colleges at Alwar (Rajasthan}, Mandi {Himachal Pradesh),
Bihta, Patna(Bihar) and Paripally, Kollam{ Kerala)were offered 10 be run by the
respective State Governments failing which by the ESIC on PPP mode, failing
B whlch the asse.ts may be dwested

'ESIC wished fo continue the admissmns t-:z ung:}-ng MBBS/BDS/PG courses at
ESIC Medical EdLIC:éltiF}ll Projects,

The proposed ESIC Medical Education Project in Basaidarapur, Delhi would
be in the interast of 1Ps. This would be modified into a Gentre of Excellence for
providing enhanced secondary care as well as Super Speciality Treatment
faciity. _

ESIC will neither set up any other Medical College nor any olher new Medical
Education Project. '

192, Ministry stated (August 2015} that Medical College Projects were proposed o be
set up by the ESIC af 21 locations. Construction work of the medical colleges was taken
up only at 12 iocations. The status of these medical colieges was as under:

=

ESIC fo coniinue fo run ESIC Medica! Colleges at Joka {Kolkata), K.K
Nagar{Chennai) and Rajajfinagar (Bengalury), The Minisiry had alse taken
decision recantly to continue to run the medical college at Gulbarga{Karnataka).

ESIC wollkd run the proposed Medical Colleges at Faridabad {Haryana) and
Sanath Nagar, Hyderabad (Telangana).

The respeciive state Governments had consented (in-principle of otherwise} for
takeover of ESIC Medical colleges at Paripally (Kerala), Coimbatore (Tamil
Naduj, Bihta (Bihar) and Mandi (Himachai Pradesh}.

The proposed Medical Caollege at Basatdarapur, Delhi wotild be in the interest of
IPs and modified inio a centre of excellence for providing enhanced secondary
care as well as Super Speciality Treatment facility for ES| beneficiaries.

. Decision on proposed Medical College at Alwar was yet to be finalized.
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193 F'xs per Aucilt thus ESIC had to exil from the Medical Education Profect segment

which was taken up with the IPs centribution. This happened due to impradent and

- fau[ty pranmng and lax attitude of the ESIC from the very begmmng

104, ..-In this regard, details of ongoing or planned pmjecis to be taken up by the ESIC

.including . the planning of the Deparment for the next four-five years was asked. In

response the Ministry submitted the foliowing:-

o “Medical Colleges f Medical Education Projects are not to be taken up in
' future in wew of the decision crf ESi Cﬂrporatmn in its 163"’ meeting held on
U4 12. 2[]14 T e

However, construction of haspitals/ dispensaries for which in-principle approval
has been granted / will be granted in view of the ESIC 2.0 Referms {under which
creation / expansion of medical infrastructure has been envisaged), by the
competent authority (ESI Corporation / Director General) may be taken up for
construction. ESIC 2.0 Reforms envisages extension of ESI Scheme to entire
parts of all districts in the country. A sub-committee was constituted by ESI
Corporation to give recommendations for establishing ESI Hospifals &
Dispensaries based on geographical necessity while opening new heaith care

~ faciliies. Recomimendations of the sub-committee were approved in 167"
meeting of ES| Corporation held on 18.12.2015. Further, ESIC has approved
increasing bed strength of ESIC Hospitais by 50% if the bed oscupancy of the
conceined ES| Hospital has been consistently more than 70% in the last 3
financial years.”

195. On whether financial rules were observed in medical education projects, the
Ministry stated the following:-

“The Medical education ﬁruiects of ESIC were set up based on the report of
cansultant appointed for the purpose and also wherever the land was provided

by the State Govis,

ESIC heing a social security organization caters to the interest of the |Ps. As
thess persens health is imporant the ESIC has adopted the best of the
standards in respect of all construction activifies, equipiment and various
infrastruciure required for specialized freatment. In other words our hospitals are
superior to the private hospitals in most of the aspects. Moreover, being a govt.
organization we cannot compromise in any of the quality aspects in respect of
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the above and ocur gqualily of construction, equipment, facilities elc. would
definitely have a quality service during this life cycle.

7= Of late] the ESIC has exited from taking up new medical colleges as per the
_decision taken in 163" meeting of ESI Corporation held on 04.12.2014.

- Given the background and facts stated above, broadly financial rules have heen
- observed." '

196,  When asked about the lngic behind refaining certain medical projacts after taking
-the decision 1o exit from the field, the Ministry replied:- '

=7se z "The PGMUG pass-outs of -ESIC medical -educalion Institutions which are

continved to run by the ESIC would be required to render service under Bond.”

FrkkhR
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PART Il

© .. OBSERVATIONS AND RECOMMENDATIONS

1. The CBAG of India examined the functioning of the Employees State

Insurance Corporation (ESIC) in their two Audit reporis viz. Report No. 30 of 2014

- regarding Performance Audit of Empluyeés’ State insurance Corporation and

Report No. 40 of 2015 pertaining to Spééial Audit of Medical Education Projects of
ESIC. The first'repu'rt'is an assessment of the overall performance of ESIC and
the second report relates to analyzis of an important issue of Medical Education
Projects started by ESIC. Since both the reporis of the CRAG were related to
ESIC, the Committee have decided to bring out onz consolidated report
containing their observations/ recommendations on all the relevant issues. The
C&AG had, eariier, presefited Report No. 2 of 2006 on Performance Audit of ESIC
covering 1999-2000 to 2003.04 .

2. . The Commiftee note that most of the shortcomings pointed by Audit in
their earlier report no. 2 of 2006 which was Performance Audit of ESIC covering
1999.2000 to 2003-04 stili persist. There were shortfails in aumber of meefings of
the Standing Committee and Medical Benefit Council, consistent increase in'

" outstanding arrears of contribution from empioyers, shorffafl in coverage of

eligible employees working in establishments coverable in new areas, misuse of
cash benefits due to deficient internzal controls, land acquired by ESIC from State
Governments for construction of hospitals, dispensaries and staff quarters not
utitized for periods ranging from two to thirty seven years; deficiencies in
mahagement of hospitals and dispensaries - under utilization of b_ecis, idling of

equipment, injudicious purchase of medicines and procurement of sub-standard

dgrugs ete.

3. The Performance Audit .of the ESIC in Reptsrt na. 30 of 2014 was conducted

by Audit to assess whether financial management and governance was efficient;
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mechanism for coverage of new establishmants was effective; implementation of
scheme, including procurement of medicines! equipment was efiicient and

effective; -benefits pmﬁdeﬂ-tn the insured personsibeneficiaries were as per

- norms; and infrasfructure development was effective and as per norms, In Report
- .no. 40 of 2015, Audit commented upon certain -aspects of Medical Education

" Projects. The Committee nofe that the-Government of-India, Ministry of Labour

and Employment in November, 2014 reguesied the C&AG of India to conduct a

- special Audit of 13 ongoing Medical College Projects. [t was specifically desired

by the Ministry-that the special Audit méy he taker up to address concerns
including whether due diligence was observed while deciding to take up medical
education projects, whether these projects were able fo fulfill the objectives
envisaged under Seﬁtiﬂn 59({B) of ES| Act, and whether the provisions of Genarai

Financial Rules (GFRs) were followed while implementing these profects.

£, The Committee have found serious lacunae in the functioning of ESIC such
as outstanding dues on account of contribution from covered estahlishments,
irreghlar availing' of medical benefits from ESIC dispensaries/hospitals without
paving &antributiuﬁ, shortfalls in meetings of Standing Committee, Medical
Benefit Council, Regional Boards and Hospital Development Committees,
shortfalls in conducting surveysfinspections/test inspections, humongous
increase in expenditure on Super Speciality Treatment, purchase nf_dressing
items and medicines from local market despife existence of Rate Confract eic. In
the case of medical education projects, the Committee observe incomprehensive
feasibility study for selection of sites/locations conducted by the consultant
arbitrary award of different works to different archilectural and engineering
consultants, due diligence to ascertain the number of colleges required to be
opened not carried out, tirne and cost overrun in almost all the medical education
projects taken up, and ineffective strategy adopted by ESiC 1o meet the shortage

" of medical and paramedical staff.

5. The Committee are of the view that it i= now time for concrete action to be

taken by ESIC rather than stop gap arrangements in order to ensure that ESIC
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' fulflis its mandate of prnwdmg adequate and good quality medicat- care to

workers and ihelr depzandants durmg contingencies such as sickness, maternity

" and death or disablement due fo employment injury or occupational disease, The
" Committee have accordingly made their ohservations / recommendations on

pertinént issues in the succeeding paragraphs.

6. Expenditure vis-a-vis services being provided

" The Commitiee note Audif's contention that on analysis of data of i income

and expenditure indicated infer-afia expenditure towards medical and cash

benefit was between 33 and 46 per cent of tofal income implying that the
expenditure on the main activity was not in proportion to collection - of
contributions. It also indicated that the rates of contribution from employee and
employers were higher than present leve! of services being provided. The
Committee observe that during 2008-09 to 2012-13, 'excess of income over
expenditure' is even more than the contribution made by employees in each of
these 5 years. The Committee find that amid deteriorating health facitities; lack of
hos;:ita!s, scarce beds and shortage of dectors and specialists, the organisation
is flush with funds. The Committee desire that much needs to be done for
effective delivery of medical benefits and expéditing cash benefits to the IPs and
with such huge funds, ESIC should endeaver to improve its efficiency and
guality uf services tremendously. The Committea are alsg of the view that the
ESIC may eamestiy. explore fixing the rates of contribution frem the employees
on the basis of actuarial valuation. The Committee also desire to he apprised of
the hasis of contribulion to be collected from the unordanized workers including
construction workers and self u_ampicsyed workers like rickshaw pullers and auto

rickshaw drivers efc.

7. Accumulated Surplus Funds

The Committee note that during 2009-10 and 2012-13, ESIC transferred
T 5000 crore and T 3000 crore respectively from ‘Surplus’ to ‘Capital Construction

Resewe Fund' (CCRF) which was set up to meet the expenditure ot purchase of
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: buildings, construction of hospitalsidispensaries, other medical institutions and
cEm .,_nffic-es_.nf the Corgoration tﬁgether with staff.quariers attached fo it. As per the
- approval of ESIC Corporation and Ministry of Labour and Empiaﬁrment a certain

? .- ——__percentage of income from contribuiion (currenfly one per cenid) is transferred to
: — - - Capital Construction Reserve Fund. ESIC in addition to annual transfer of one
S per cent-also transferred 7 16914-crore from Surplus fo CCRF during 2602410 to

s o 2013~14. The expenditure on 21 Medical Education Projects was met out of the

SRR Y

e . —-surplus.available | transfer from CCRF.... . . .. _.

Since ESIC has decided to largely exit from medical education projects, optirmum
utilisation of accumulated surplus funds including those in CRRF is reguired. The
Commiftee ohserve from the reply of the Ministry that the ESIC in its 166
Meeting held on 79 August, 2015 had approved expansion plans besides
measures to imgrove delivery of medical services under 2™ Generation Refarms
ESIC 2.0 which included expansion by ESIC to cover all the States, tinien
Territories and all Districts, in full where Scheme is running in industrial clusters;
te ba expanded te unorganized sector by reducing the thresheld from present 10
perscns in a unit; consideration for inclusion of self-employad workers, like auto
rickshaw drivers, rickshaw pullers for bringing them into the ESi ambit for
medical benefit, in phases and various measures ta enhance delivery of medical
services. The Commiftee desire that all the districts may be covered under the

Scheme within 5 years. The Committee while appreciating that the ESIC is

Y R R T '!L.-.'? RS

considering inclusion of self employed workers like auto rickshaw drivers and
rickshaw puliers within -the ambit of ESIC desire that all unufganizedf self
employed workers who are not covered undér any other Act of Pariiament/
© Scheme for rﬁedical benefits/ insurance and mining workers {bhoth major &.minor

minerals) may be brnugﬁt under this scheme within a stipulated time frame.

The Commiiitee also note from the reply of the Ministry that the Corporation
has constifuted a Budget and Accounts Sub Committee for monitoring- and
" ¢ontrol of ESIC funds and expenditure and scrutiny of expenditure and accounts '

and that for day lo day investment of ESIC funds a separate Commitiee already
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exists in ESIC which profession_‘_ally'm'ana.ges the ESIC funds, The Committee
y___i_s_h__tﬂ be_a aﬁprised ﬁf the _njlgnitnri_ng mechanism in place through these

Committees to ensure that the available funds are spent in accordance with

—=sound financial principles to atfain the objectives of adequate and just medica!

77 gare'tp insured persons, " — S —

8. . _Need for effective Recevery of arrears

The Committee note that the tofal arrears outstanding as on 21% March,

| 2014 were ¥ 1754.14 crore, out of which T 630.79 crore fali under the category of
recoverable arrears and an amount of- T 4123.35 crore under the category of non-
recoverable arrears for the present due fo claims disputed in the Courts,
factories having gone into liquidation, factories registered with BiFR, amount
pending with Claims Commissioner, closure of the factories and whereabouts of
the defaulting employers in certain cases not known. The Commiitee observe that
when asked why the recovety officers wete not able to recover the pending dues,
whether any accountabitity had been fixed and what action had been taken to
enforce greater accountability on defaulting conftributing organisations and
recovery officers, the Ministry replied that fhe recovery of such amounts

hacomes difficult and also depends on factors bsyond the control of ESIC.

The Committee note that the Recovery Officers of the Corporation
recovered I 186.07 crore from defaulting employers in 2013-14 against the target
of ¥ 175.00 crore. A target of T 192.06 crore towards recovery of atrears was fixed
for the year 201415 and an amount of ¥ 198.13 crore had been recovered agéinst
this target. While appreciating the efforts made by ESIC to recover the arrears
due, the Committee desire that stringent penal action may be taken against
defaulteré. The Committee are of the strong view that the contribution collection
mechanism should be such that the S50s invariahly carry out the inspection of
quarterly financial statements of the employers! drganizatinns after 2 months of
continuous default in order {o ascertain their financial health and malafide
intentions, if any, for taking suitable action thereon. The Commitiee earnestly
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desire that ESIC should taks eﬁectivé stéps te ensure timely collection of

contributions from the employers o as tominimize the arrears.

g, LE:'s_s.-: of Revenue due fo time barsing

The Cﬂmmlﬁee understand that Section 45 A of the Act, which empowaers
ESIC to determine the amnunt of contribution payable by the employer, was
amended in June 2010 by prescrlhmg a time limit of five years for determination

c-f-c-;mtr[butmns Gnnsequent to the amendment ESIC directed (June 2010) all

RDSI’SRDS tﬂ assess ail tha pendmg cases on priority basis so as to finalize the
assessment nf Gﬂl‘lfrlhu‘h{}n by passing appropriale orders before expiry of five
years. However, the Committes was shacked to find that a number of cases could
not be decided within the prescribed time limit; resuiting in recoveries of < 43.31
crore becoming fime barred. The Committee observe from the reply of the
Ministry that employers pay confribution on regular basis, on a provisional
assessment by themseives on the amount, which constitute *Wages” under the
Act. The determination of contribution Uls 46A arises in case of defauitel;s orf and
as a result of inspection of records by ESIC. ESIC replied that action for
determining responsihility for violation of instructions was being hoked inte. The
Ministry further replied that under the Insurance Module of the Panchdeep
Project, defaulfing employers can be tracked on month-tc-month basis which
would help in reducing the default and enforcement of timely compliance. The
Ministry also. stated that it is possible that some of the empleyers may not have
been selected by the Unified Webh Portal, whlch selects establishments randomiy,

for inspection in a pericd of five years.

The Committee are of the view that the prescripitinn of a time limit makes it

imperative for ESIC to ensure determination of contributions by empioyers within

. that timeframe rather than using the lapse of five years as an excuse for not

decidin-g the contribution resulfing in losses. The Commitfee note that a
committee under the Insurance Commizs=ioner, ESIC has been constituted to fix

the fespﬂnsibility regarding time barred cases.The Commitiee desire to be
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apprisgd of the present status and whether the arrear of ¥ 48.31 crore had been
recovered and if not, responszibility for the lass to the exchequer has been fixed,
for delay in determination of the amount of contribution. The Committee exhort
ihat ESIC should issue necessary instructions to Regional Officers /Sub _Regi-::mai'
Officers to conduct inspécﬁons ﬁf alf .oréanisatin_ns under them atleast once in a
year to decidel verifyf confirm their contribution. The Commitiee also direct that
accountahility may be fixed on officials for laxily in assessments of pending
cases and suitable punitive action may be taken against them. The Committee
desire to he apprised of the total number of officials againgt whom action taken

for violation of instructions within two months of the presentation of this report.

The Committee are surprised to note that in spite of avaitability of
Insurance Module Panchdzep Project and a Unified Web Portal, the Ministry is not
able fo fimely detect the defaulting employers and arrest heavy loss to the
exchequer. The Committee, therefuré, desire that the Insurance Moduie of Praject
Panchdeep may introduce a system to generate alerts for all those organisations
for whom the time I?mit of five years is elapsing and exemplary punishment may

ba awarded to the officers failing fo carry out agssessments of such cases on

priority basis.

10.  HNeed for urgent recovery duzs from Daihi Government

The Committee note that administration of £SIS was transferred from Dethi
Government to ESIC in 1962, with the condition for reimbursement of 1/8™ share
of expendifure by Delhi Government ta the ESIC. Delhi Government had heen
making payment regulfarly till 1989-90, but subsequently payments bacame
irregula'r. A totai of ¥ T35.1ﬂ crore was outstanding'frn_n? Government of _I:Ielhi as
on 31 March 2013. The Committee observe that ESIC did not take up the matter
with the Ministry to pursue with Delhi State Government for recovery of arrears.

ESIC replied that the matier was being constantly pursued with Delhi State

Gavarnment.
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The Commiites nois from the reply of the Ministry ti}at ESIC was regularly

discussing the matter with the Ministry of Labour & Empioyment on the issue of

. —pending .dues from the Delhi Government. The ES| Scheme in Delhi was

-trénsferred to the ESIC on the sanction of Ministry of Labotir and Empiloyment,

- Govi.of India. The ESIC could receive only an amount of T 71.29 crores from Dethi

Govt. since 1991. The pending dues from Delhi Govt. now amounts o I1409.56
-crores i.e. T145.18 crore {within ceiling) and 1264.38 crore(outside ceiling). The
Delhi Govt. has agreed in principle to pay 1i18™ share and last such payment was

madr—:- by them in I'u'!arch 2011, hcuwever chernment of Delhi has categﬁrlcaliy
stated fhat they wnﬁ_l&_nnt sﬁare the expenses incurred by ESIC outside the
ceiling. A number of correspondence has been made by the Director Generat of
ESIC with the Chief Secretary/CMO Govt. of NCT of Delhi to discuss the matter
and action for payment of cutstanding dues and the matter is still being pursued.
While observing the lackadaisical attitude of the Ministry in recovering the reguiar
paymentsfdues from the Delhi Government since 1990, the Commitiee earnestly
desire that the Ministry to engage proactively with the repfesent_ative;s of Deihi
Government to resolve the issue and recover at least 1/8th share from thern at the
eariiest . The Committee further desire that the Ministry may, as per Section 53{4)
of ESI| Act, 1948, take necessary action in this regard. The progress made in this
regard may be apprised fo the Committee within two months of presentation of

this report to the Parliament,

11. Budget

The Committee observe that the process of épprnval of budget in the
Ministry revealed that the Ministry approved the budget proposal as submiited by
the ESIC ie. without exercising any oversight role during all five years under
review. The Gommittee also note that Audit analysed budgeting for ESIC field

" offices and significant deviations were found, such as excess varying from 20%

to 196 % and savings ranging from 20% to 69%. The Ministry replied that they
issued insirﬂctinhs to factor trend of e}{péndi_ture, division level variance analysis-

and conéidering 7 months actual expenditure for preparing the budget The



a4

; - ~Commitiee note jrom the evidence tendered by the officers ﬁf the Ministry and
“- = <ESIC that £8IC is a self-financing autonomous hody under Government of India
T and-all money received by the Corporation by way of contribution, interest on
—— . . investment, rentftax on the.buildings, efc., are deposifed in the fund calied
.-~ "Employees Stats Insurance Fund” and that alt expenditure towards provision of

-—— —medical henefiis, cash benefits; adminisivative expeiises, ete,, are incurred from

;intdoontolinatn oo

L
1

4+ . —this'Fund. The Corporation is not in receipt of any grants-in-aid or any financial
— .. - assistance from-tha- G'wernment and, therefore, the expenditure from the

guaraistei s Dl mab P, e Lo ]

[

H

-Consolidated- Fund-. of India does not arise, as such, the fund is outside the
Government account. The Committee feel that gross difference heﬁuean the
Budget Estimate and Actual Expenditure points towards flaws in the estimation
process of the ESIC and the Ministry.The Committee desire that ESIC may frame
the budget estimates with due care and the Ministry may scrutinize the budget
nroposals careftilly before according sanction. The Commitiee also desire that
they may be apprised of the steps taken by the Ministry and ESIC fo frame

L AN W R P AR 0 37 ]

adequately balanced hudget estimates.

The Committee observed that Rule 31 of ESIC (Cenfral) Rules, 1950 enjoins
that the Budget Estimates of the G'orpcratiun shali he prepared in the format
prescribed by the Centrai Goverament, approved by the Standing Commitiee,
passed by the Corporafion and, again, approved by the Cenfral Government and
finalty, placed before the Pariiament, after necessary review by Government and

that Ministry of Finance is reguired to open separate fund under the relevant

R OnLIELERIRIL LI L= PR

majar head in Public Accouint, On a related reference made on an Audit finding,
Ministry of Law and Justice clarified that all funds received by the autonomous
bodies are public money and ali public money received on behaif of the
Gavernment would -be part of Public Furd, as defined in Article 226 of the
Constitution of Indid. The Committee desired the Ministry of Finance to examing

t'his'issue for suitable clarification on the procedure to deal with excess
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expenditure from puhblic fund.
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The Dapartment of Economic Affairs, Ministry of Finance has clarlﬁed oW

-that they have no objection. for creation of separate reserve fund and the

procedure for opening a new fund in the Public Account requires the Department
concerned to examine thé issue in detail and send the detailed accounting .

prﬂaedure to the office of Controller General of Accounts(CGA) who will be

' prnﬂessmg the same and taking n:nncurrence of Budget Division and CRAG. The

Cemmlttee desma that Mlmstry! ESIC 1ake apprupnate action in this regard under

mtlmatmn to y the Cqmmlttee

12.  Payments tg States without Audit certificates

The Commiitee note Audit’s findings that during 2008-08 to 2011-12, ESIC
paid ¥ 2280.29 crore to 21 States as 90 per cent advance payment hut the
expenditures were not got certified from the respective AsG even affer a lapse of
more than four years. The Commitiee also note that Audit chserved that ESIC - -
released funﬂs to Andhra Pradesh, Gujarat, Haryana, Punjab, Rajasthan and
Tamil Nadu in excess of expenditure certified by the AsG and fhat the basis of
making excess payments to States- was not on records. The Cemmittee are
appalled to note the Ministry's reply that the payment of T 2280.29 crore to 21
States referred to the payment of 90 per cent of 7/8" share, which was to be made

in advance without Audit certificates since the funds had been reieased to the

- States consecutively for four years i.e. 2008-09 to 2011-12 and expenditure

figures were not certified during these years.

The Committee feel that it is imperative that the ESIC must pursuade the
State Governments to provide Audit certificates, which is the only proof that the
funds have been spent on the purpose that they were intended to be spent on.
The Committee are of the view that withholding only -10% of the total payment
makes the State Governments caflous in their approach. The Committee are of
the opinion that a payment policy whereby thaf the States which have been
providing the completion certificates on the right schedules should be
incentivised and allowed fo take 99% of the payment in- advance and a limit be set

for those States which have not furnished any completion cerfificales
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consistenily over the last years. The Ministryf ESIC should think of withholding

o —-upto 50%of the total paymenis uniil audiied uiilization ceriificates are submitted.

The -Committea desire to be apprised of the action taken by the Ministry in this

13.  Availing medical facilities by ESIC em; qldvges_wiﬂ\ﬁut Contribution

" “The Commities note that as per Rule 51 of ESI (Central) Rules 1950,

facilities of ESIC hospitalsidispensaries and other benefits are available for

. eligible category of workersfemployces on payment of contribution by emplioyee

and employer both. However, the Committee observe from the Audit report that
all employees of ESIC were availing medical facifities without payment of any
confribufion. The Committee note from the repiy of the Ministry that negessary
orders have heen issued for contribution by ESIC employees at CGHS rates and
the same would be deducted from the salary with effect from April 2016, As
regards recovery of the past period, the matter is under active consideration of

‘ESIC. The Committee desire fhat the decision regarding recavery for the prior

periods be also taken at the earliest under intimation to the Commitiee.

14, Enhancement in wage ceiling to increase coverade

The Committees note that at present ESIC covers only about four percent of
the total work force and 67 % of the organised work force. While the Committee
feei that in keeping with its mandated task of providing full medical care to

worker population and their dependants covered under the scheme, ESIC should

make all out efforts to increase coverage of the workforce, at the same time, it is
extremely important that ESIC improves its existing services and infrastructure to
be able to cater fo the needs of the Insured Persons. The Committee observe
from the minutes of the 160™ meeting of ESIC, that it has been proposed to
enhance wage ceiling for coverage from T 15,000/- to T 25,000/~ The Committee
alsc observe on perusal of minutes of various rﬁeeﬁngs of ESIC that there has

been both suppart and oppasition to the proposal for increase in wage ceiling.
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Onr one hand it is feit that since primary and secondary care services ars
inadequata, first the services heing offered need to be-enhanced and on the other
hand, it is felt that enhancement of wage ceiling would lsad to better utiiisation of

under-utilised hospitals. The Committes—desire that the wagé ceiling may be

_raised to include maximum number of workers under the Scheme. The Committee

are of the view that-given the enormous gap in coverage of eligible warkforce,
ESIC should strive to create necessary.infrasfructure within a given timeframe for
inclusion of and prﬁviding I‘teﬁith services to s large number of workers and
thereafter ESIC may also think of including workers who wish to be covered

under the Scheme and contribute voluntarily.

15. Application of ESIS in North-East India

The Committee cbserve that the ESE Act is implemented in the entire
ceuntry except in the North Eastern Staies of Manipur, Sikkim, Arunachal
Pradesh and Mizoram. On being asked about the reasons for nan-appiicability of
ESIC in the aforementioned States, the Ministry replied that the ESIC conducted
the survey of Arunachal Pradesh, Manipur arid Mizoram but the numbers of
employees were nof found adequate to implement the schems. On thé hasis of
survey, the respective State Governments were requested to provide medical |
facility for making medical arrangement but the State Governments did not
respond to the request of ESIC. The Ministry further replied that the geographical
area of the states and small clusters of factoryfestablishment was also a reason
for non applicability/limited applicability of ESI Schems. The Commitiee note
from the minutes of the 160" meeting of the ESIC held on 19.09.2013, that it was
proposed that refaxations may be made and a 100 bedded hospital may be set up
in the north eastern region at a suitable location. The Cotﬁmittee further. note
from the minutes of the 166" meeting of ESIC, that it has been decided, inter-alia,
to extend the ESI scheme coverage in the states of Atunachal Pradesh, Mizoram,
Manipur, and Andaman and Nicobar lslands. The Committee desire that locations
may be searched for in the region by assessing the medical neéds of the area and

if necessary by relaxing criteria so that stleast one hospital in each North Eastern
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State and § bedded dispenzaries in remote areas are set up within a given time

“* frame. The Commitiee may ba apprized of the decision and action {aken in this

regard. The Committee recommend that steps may be taken to cover maximum
number of establishments in the region and a sfatus report in this regard may be

placed before the Commitiee, - _— _ - .

The Committee note from the Audit report that the Inspection Policy framed

" in EGﬁS,'preécribed a'targe_t of 20 inspections and 20 surveys per month for each

550 (Social Security Cfficer). The Committee are aghast to find that there were
substantial shortfalls in conduciing surveys i.e., in Delhi the shorifail was 69.51%,
in Assam it was 77.68% and in West Bengal it was 59.70%. There were shortfalls
in conducting inspections also ranging from 22.63 to 93.16 per cent (except
Himachal Pradesh}. Audit observed that the shortfall had a direct bearing on the
recoverable amounts as the outstanding arrears from defaulters had increased by
30.62 per cent from T 1267.32 crare (March 2009) to T 165542 crore (March 2013},
The Committee note the ESIC's reply that reasons for shortfalls were due to
shortage of $50s, non-production of records on fixed date of inspection, closure
of units fixed for inspections, etc. It further stated that efforts were being made to
sensitize the 5505 for showing outputs as per new inspection pd[icy under which
the number of inspections, which were randomly selected from {he Unified Web
Portal. The recruitment process of SSOs was also in progress to mest the

shortage of S50s.

The Committes ::-Esenre that since new inspection policy is based on
computerized records, many checks are being done through the computerized
system. The Committee are of the view that a system of physical inspection of 1-
2% randomly selected establishments by senior officers may also be evolved to
minimize the defaulis. The Commitiee would like to be apprised of the resultant
effect of the new inspection pelicy in increasing coverage of estabtishmenis. The

Committee further recommend that ESIC after recruitment of the required number
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of §50s, devise a mechanism fo assess the work done by these 330s on

- monthly basis-by-offering incentives for performers and penal action against non-

performers in carrying out surveys. .. .

'1?. REGDﬂEtItUtlﬁn of Reqional Beards in time and coverage of new

- ——z -areasfestablishments

The Cummittee nnte from_the Audit raport that respective Staté

_Gentral GWBrnmem extend the prmnsmns of the ESI Act to any establishment,

wherem the Regicnal Board of the State shall decide on extension of the sche—me'
to new areas. The Committee are disconcerted to find that many coverabie areas
in different States were [eft uncovered under the scheme such as Gujarat, West
Bengal, Tamil Nadu, Karnataka etec. on account of non-issuance of nofification by
state governments for ten years to extend the benefit of the ESIS, non-issuing of
no-chjection to E3IC by the State Government for setting up of medical fagilities,

- delay by ESIC in covering employees despite issue of no objection certificates,

delays in pre-implementation survey, non availabiiity of survey reports, proposal
pending with State Governments, non-issuance of notification, non-identification

of rented buildings to house the dispensaries etc.

While according to the existing mechaniam, ES| Scheme may be
implemented in nor-implemented areas in a phased manner after approval by the
Regional Boards, the Committee fes! that excessive delays in re-constitution of
Regiotial Enards in States becomes a handicap in coverage of hitherto uncovered
areas. The Committee accordingly recammend that henceforth, ESIC may take
necessary steps in engaging with State Governments aggressively te ensure that
Regional Boards of all States are reconstituted weil in fime before their expiry and
also fo vigorously pursue the matter with state governments to extend the
scheme to newer establishments under them. The Committee exhort that the

ESIC may take s'incere effarts to mitigate delays in covering employees despite
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. * issue of no objection certificates as well as delays in conducting pre-

- implementation surveys” -~ .- ST -z

18.  Delgys in geitlement ﬂfclaimi-_:}f cash_ benefits

ThE Gnmmlttea aie -a'ghast tcr note that_ there were sewaral delays in

settlemant of claims under varmus categones such as dlsablement maternity,-

smkness benaflt ranglng frnm 1 day tu 35 months in the states of Assam, Andhra

o Praciesh Karnataka, Jharkhand thattlsgarh am:l West Bengal including defay to
_ the axter_lt of_ 199 days for payment of cash benefit for funeral expenses in the

capital cify of Delhi. The Committee observe that under Project Panchdeep, a
separate module called ICT Project has been completed and commissioned to
monitor settlement of cash henefit claims within the prescribed time line. The
Committee note that in their reply to Audit, ESIC stated that in some cases, the
claims were settled late due to inc¢omplete documents submitted with the claims
and that respective Regional Directors had since been advised to ensure timely
payment to the {Fs. The Committee expect the ESIC to deal compassionately with
employées or their dependants who are either sick or disabled or have lost their
income earners In times of need. The Committee while cautioning ESIC agaihst
making excess payments to empinyeeé, desire that the empioyers may be made
resPonsiEEe for completing formalities in cases of dire need. The Committee are
shocked fo find the long delays in payment of cash benefits for funerals and
desire that ESIC shouid evolve a maechanism whereby these payments can be
made immediately. The Committee would also fike to be apprised of the stafus of

pendency of claims settflement after the commissioning of ICT project under

Praiect Panchdeep,

19." Bed availability

With respect to secondary and tertiary care, India lags behind most other
countries in the number of hospital beds per thousand population, despite having

a higher absolute number of hospitat beds than most other countries. According
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: | ‘to the World Health Statistics, India ranks 6% amoeng the lowest in this regard,
‘ o~ nwith 0.2 beds per 1000, far below the global average of 2.9 beds. According to the
. - -. - latest Mational Health Profiie (2010), India has a curreni public sector availability
_ of ane bed per 2012 psrsons available in 12,760 Government hospitals, which is
~ . 7.7 approximately 0.5 beds per 1008. This_includes. Community Health Centre {CHC)
f Lo beds; but excludes- Primary Health Centres (PHCs) and medical colleges. The

]—_ ——-- —Committee-also find that percentage of occupancy-during the year 201213 in

i
: -.————--MNaroda, Gujarat is 26 per ¢ent; in Baroda where there is a 100-bed hospitai, i iz
35 per cent; in Surat it is 35 per cent; in Rajkot it is 30 per cent and in Bhavnagar
it is 22 per cent. -In Jharkhand, in one ES! hospital it is only 8 per cent of
occupancy during the year in the hospitai of 110 beds. There is one hospital in
" Bhilwara which has 10 per cent occupancy. In Pali, Rajasthan, a 50 bed hospital
has t}mupa_n'cy of 0.2 per cent. The Committee would like the ESIC to make a -
detailed analysis of the availability of beds in its hospitais including discipline-

wise/ specialty- wise availability of beds and their utilisation.

TR

: The Committee find that ESIC is planning to upgrade 1/3rd of its
f dispensaries into 6 bedded hospitais. The Commitiee would like to be apprised of
the detailed strategy of ESIC to atleast equal the global average of 2.9 beds per
1000. The Committee while understanding that ESIC jis dependent on the
respective State Governments to improve the health care services in the states,
recommend that ESIC shoukl persistently engage with Siate governments to
complets cnnstructién of the new hospitals that have been approved and are at

various stages of completion to increase availability of beds wherever required
and help Government of India in bringing avaiiability of beds according fo

internationai stancdards, A status report in this regard may be furnished to the

Committee within 2 months of the presentation of this report.

e kL A

20, Model Hospitals, Super Speciality Services

! A. The Committee note that the ESl Corporation in its rmieeting held on
16.62.2001 had approved the setting up of one Model Hospital in each State. A

number of Hospitais ‘were taken over by Corporation with consent of the
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concerned State Governments for setting up of ESIC Model hospitals. The entire

‘expenditure on these hospitals 'was to-be borne by the ESI Corporation cutside
- the ceiling [imit. At present, the ESI Corporation is directly running 36 Model ESI

Hospitals. The Committed note from the list of hospitals directly run by ESIC that
17 out nf-=35'-_hnspi'ials are yef-to be developed into model hospitals. The -
Committee desire that ESIC tfake urgent steps-tc develop these remaining
hospitals info model haspitais ahd apprise the Committee Iahout the progress

made within two months of presentation of this report.

B. The Committee fusther ohserve that ESIC has set up various Eupar-'
speciality Services at hospitals in five states, i.e. Sanathnagar in Hyderabad,
Kaolizm in Kerala,. Rajaji Nagar in Bangalore, Karnataka, Andheri in Maharashtra
and Basai in Delhi. The Committee -feal that super speciality services such as
nephrﬂlﬂgy; urclogy, dialysis, cardiclogy, neurology, oncology, neuro surgery,
paediatric surgery, endocrinology, gastre enterology and plastic surgery are
essential services that should be available in at least all the model hospitals. The
Committee, therefore, recommend that CSIC take necessary steps te ensure the

sefting up of the ahove-mentioned s].tpef speciality services in ali the modet

" hospitals and engaging consultant super specialists for these services within a

specified time frame. The Committee further recommend that ESIC may also
make a comparative analysis of financial impact of employing super specialist
doctors or engaging consultant super specialists vis-a vis the expenditure

incurred on referval cases for super-specialty treatment.

21. Advances paid to hospitals for super-specialify irealmeﬁt

The Committee observe that the Senior State Medical Commissioners{State
Medical Commissioners/Directorates (Medical), were authorized to make tie up
arrangements with reputed governmentallnon-governmental private hospitals for
getting Super;speciality treatment by in-patients. In such cﬁses, the patients were
not required to make any payment and instead, would get cashles_s treatment

from such super-speciality hospitals. In exceptional circumstances, an advance
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... could also be paid by ESIC to such hospitals, to be adjusted in the final bills.

-ESIC is appeared to have paid advance payments to the extent of T 20.13 crores

. —to such super-specizlity hospitals in eight ‘States. Out of the total unadjusied
~-amount of T 20.13 crores, as much as < 35 crores remains unadjusted, as of
—:August, 2016, The Commiitee are of the view thﬁf such large amount of advances
remaining unadjusted reveals total lack of cantrt;i o'-.ré—r financial matters by the
ESIC. The- Committee, -therefore, recommend that Ministry should take up the

_ matter vigorously to ensure that all advances paid to the Bospitals are.:: adjusted

within.a given timeframe and the officers responsible for this laxity are punished.

22. Excess avoidable payment on progcurement of medicines and surgical

items

The Committee observe that certain hospifals incurred extra expenditure of
¥ 2.25 crore on purchase of medicines and dressing material which could have
been procured through rafe confracts. The reply of ESIC that the local purchase
was resoried to since the rate contracted suppliers failed to supply the medicines
on the existing rates because of the significant rise in prices in a short span of
time, is not tenable. |t is to be noted that the suppliers were hound to supply the
medicines till the validity of rate contract, irrespective of escalation in prices. n
case of non-supply, the extra expenditure involved in procuring supplies through
lecal purchaéra was liable fo be recovered from the suppliers. The Cﬂn'_l mittee are
surprised to note that no such recovery of extra expenditure was made. This

indicates that the provisions of the rate contracts were not enforced sincerely.

Further, on being asked to state whether the contract for p}ncurament of
medicines was given to the same company hefore, what were the conditions of
the contract in case the company was not abie to provide the requisite medicines
and what action was taken against the company for not providing the required
medicines, the Ministry/ESIC in their reply simply stated the action that could be
taken and not what was actually done. The Committee had asked specific
fuestions and had expected speciféc replies. While cautioning the Ministry to not

mislead the august Commiites in replying to their questions, the Committee
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recommend that - when - finalizing rate contracts, liguidity damagés may be

~"gpecified therein.-The Committee desire that - accountability for such callous and

unscripuious -attitude be fixed and exeripiary action against the officers

23. _Review of sanctioned strength . __

'-—-.n.-

_ The Cnmmtttea nute fram the _[:-Iyr nf the I'u'!sms.tn.ur that vacancies in ESEC in
alt Siates as agalnst the sanctmned strength rangad from 25. 88% in Bihar to as
“high as 69. 09% in Himachal Pradesh. The Committee are of the view that large
number of vacancies in ESIC would lead fo ineffective coverage amd
implementation of ESIC. Whilé being aware that manpower requirements in any
organisation change with time, the Committee desire that the Ministry/ESIC carry
out a review of the existing sanctioned strength and vacancies and based on the
results of the same, amend the existing nerms and thereafter take the necessary

steps to fill up the vacancies, The Commitiee may be apprised in this regard.

24. Medical Eduycation Projects

Witk a view to improve the quality of services, the ESI Act was amended in

May, 2010 to provide for the establishment of medical colieges, nursing colleges
and training institutes. The Committee note that the Ministry of Labour and
Employment in November, 2014 requested the C&AG of India to conduct a special
Audit of 13 ongoing Medical College Project. 1t was specifically desired by the
Ministry that the special Audit may be taken up to address the foliowing concerns
of whether due diligence was observed while deciding to fake up medical
education projects, whether these projects were able to fulfilf the objectives
envisaged under Section 5%(B) of ESt Act and whether the provisions of General
" Financial Ruies (GFRs) were foliowed wh.ile implementing these projects, The
Cammittee note from the submission made during the evidence that the core
function of ESIC is to provide social security i.e. cash benefit and medical henefit
ta the Insured Persons under the ESI Schéma. It was felt that it would help the
ESIC in concentrating at its core function if the ESIC exited from the field of
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Medical Education. Accordingly, the ES| Corporation in its 163rd meeting took a

T T ____ _decision _to exit from the field of Medical Education . ESIC in s 185th mesting

decided that "ESIC will neither set up any other new medical college nor any

~other new medical institution in future.” In-addition, ESIC decided fo run the

existinﬁ"'nnguing"ﬁ-b“lc medical educational institutions,

The Committee are of the view that the ESIC has been faking decisions in

_haste since 2409-10. in 2008, ESIC, even before formal approval of the pravision

for entering medical education field, engaged cnnsuifa_nts for preparing project
reports and then selected locations for settir{g up of medical colleges by
disregarding the established criteria. The Committes are surprised to find that an
organization which claims tﬁ be inexperienced inh a field took up éetting up of 21
colieges in no time. Further, in 2014 when net even the first batch of MBBS
students had graduaied, ESIC decided to leave the field. The Commiiiee note with
surprise that Secretary, Ministry of Labour & Employment in his submission
before the Committee stated that "we do not have the core competence to run
these medical colleges®. However, the Committee  find that nowhere in the
submissions of Ministry, any problems refating fo running the colleges have been
pointed out and MCI has also been giving ahprnvals to the colleges proving that
they must have fulfifled all the criteria. All bui one Audit ohservations also point
to flaws in tendering, awarding of contracis, pre assessmenis and activities
refated to construction of buil.dings. The Gommittee observe that though these
medical colieges were opened for giving education to the children of sured
Persons ([Ps) with their money at reasonable costs, the Miniétrw ESIC did not
give a single thought to the concerns of these IPs before apting out of the field.
As for retaining of doctors in ESIC hnspiia'ls, the Commitiee are of the view that
this is a problem being faced by all the Government run medical Colleges all over
India and, interestingly, these Government run medical colleges are hest in the
country. The Committee feel that since Government run medical cofleges are the
only institutions in the -:_:euntry which are able to provide medical education fo the

aspirants at most reasonable costs and these cotleges are being run pretiy well
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‘by other Ministries also. The Gommittee are of the view that WMinistey/ ESIC
“should have thought-of improving -themselves instead of running away even
-— before the first batch of MBBS students have passeﬁ out, after spending more

than ¥ 10000 crores of the IPs' money. The Commitiee are of the considered view

~ that Medical colleges are essential for hospitals with super-spaciality department
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—and also, the interests of the chiidren of IPs are to he taken care of by the ESIC.

= The Committee recommend that the entire issue be placed before a Committee of

Empowered Secretaries for considaration and deciding future course of action.

The Committee found that Audit has made following observations

regarding these Medicai college projects:

i} - The Corporation had sanctioned 17 out of 21 medical projects and started
the construction of 16 medical colieges and incurred an expenditure of ¥ 10213.72
crore prior to the amendment of the Act.

ii} ‘The feasibility study for selectian of sites/ locations conducted hy the

consuitant was not comprehensive and the selection of sites by ESIC for

construction of Medical Education Projects was also arbitrary and not hased on

norms,

i) Award of different works to different architectural and engineering

consultants was carried out in an arbitrary manner. Further as per CVC directives

.the consultant fees should be pegged to the original contract value payable. Due

ta non -iriclusion of this clause in 6 out of 21 agreements, ESIC was liable to pay

extra consultancy fees of ¥ 24.68 crore. _
iv}  Due diligence to ascertain the number of colleges required to be opened, to

fulfill the future requirement of doctors and other paramedical staff was not

carried out.

v} Due to award of works on nomination hasis to construction agencies, the

ESIC could not avail the benefit of competitive rates,
vi)  All medical education projects taken up, except two, were behind schedule.
The fotal cost of all the prﬂjects was revised from ¥ 8611.94 crore io T 11997.45

crore resulting into cost overrun of ¥ 3385.21 crora.



w\.,.um..-.-.m..n.u.q..wmm.f.-rav.-.w-n..n.a_-_-x;_-:.n.-..'Mm.ammnmm.w:-'-"p'-r:..-,-.vAr.u.w\.,-.n.-_u,”M,N_\w_.w_wm,W{;&v“mmm“m”_mm“um““uﬁmu\“__WM“WL e

a7

The Commilize note that the audit was not given the required documents

and racords for scrutiny containing i} the reasons for selection of sites which

were not recommended by the Consuliant; (i) the documents relating to the
assessment of work of the Consultant; and (iii) justification for the selection of

different sites for medical education projects. The Ceonuniftee have heen

“informed that 2 Committee under Additional Secretary has been constituted to

look into [apses for nat providing documents 1o Audit. The Committee desire to

be apprised of the action taken in this regard within two months.

___ The Committes . note that prior. to ‘the amendment of the Act, the

Corporation had sanctioned 17 out of 21 medical education projects and even
started construction of 16 medical colleges and incurred a whopping expenditure
of T 1,021.72 crares which includes mobilization advance given to executing
agencies, however, the ESIC records did not show any administrative or financial
approval of the Ministry in this regard. The Committee further note from the reply
of the Ministry the ESI Act was amended in 2018 but the effect was retrospective.
Further, the audit observed that the Advisor who was engaged only for six:
months continued to work for four years and his tenure was extended nine times.
The honorarium of the Adviser was alsa raised from T 20,000/- to T 50,000/- per
month in four years without any assessment of his performance and the approval
of Standing Committee was also not obtained, either at the time of appointment
of at the time of revision of honorarium. The Committee also note from the reply
of the Ministry, that the Advisor was appointed initiafly for 6 months for T 26000
p.m and his term was extended for 6 months seven times based on performance
appraisal. Subsequently, the post was filled by an open advertisement wherein
the same person was selected for one year at Rs 50600 p.m. and DG, ESIC had
approved the appnintmént and the matter was nut'pﬂt up before the Standing

Committes.

Audit feund that Medical Education Projects by ESIC were marred by

delays and cost overrun. All the Medical Education Projects taken up were-

~ behind scheduie except for two projects at Rohini and Ayanavaram. Extensions
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ranging from one year & two months to four years & nine months were granted to

these projacts, Further, on financial impact of Meadical Education Préjents, Aufit

observed that capital Gomfiitment on 21-Medical - Edusation Projects had
_'_inci'e-ased from T 861449 crove to 14997.15 crore {as on 31 March, 2015) resufting
into cost d\ié_r_'—rff'n af ¥ 3285.21 crare due to delays caused by various reasons,

Against the rovised Gost of T 1199715 crors, the ESIC has incurred expenditure of
¥ 5355.02 crore on 21 projects as-on 31 March,-2015. Out of the 21 Medica

Educafion F;}ojénts, it is seen that six-projects have a cost overrun of more than

200 crqré,'the;iﬁn'pnrtah{ being PGIMSR & Medical College at Basaidarapur, Delhi
with an originat estimate of 730.82 crore and a rovised cost of 1470 crore (as on

31.03,20186) indicating a cost overrun of {73918 crore -

The Committee are of the view that the ESIC did not exercise due diligence
in expending hard earned moncy of poor (Ps and the Ministry did not cxercige
adedguate control over ESIG's handling of the medical projects. The Conmmittes
are unhappy to note that ESIC incutred expendiiure even before amendment fo
the Act, awarding of xcnni_raf:ts ol homination hasis and gayment of extra
consultancy fec due ta non inclusion of clauses as per the directives of CVC. The
Committee desire that, henceforth, Ministry/ESIC should exercise due dilidence
while awarding such contracts and issue SOPs/ guidelines for carrying out aff the
construction works including tenderingl awarding contracts. The Commiittee
recomnend the Rinistry to examine the lapses on part of ESIC in medical project
implementation and desire that fiquidated damages may be imposed on the
conitraciors who caused delays in completion of works and mspeﬁsibiiiiy may he

fixed on concerned officiais.

New Delhi; PROF. .V, THOMAS

17 March, 2047 ' ‘ Chairperson,
- Public Accounts Committee

26 Phalguna, 1938 {Sakaj
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APPENDIX-|

MINUTES OF THE TENTH SITTING OF THE PUBLIC ACCOUNTS COMMITTEE
T —{2ﬂ15 16) HELD ON 7T“ DCTDBER 2015. '

Loe N @ m o xWwN

10.
11.
12.

PRESENT

-The Commiittes sat on Wednesday, the 7" Qctober, 2015 from 1400 hrs ta 1620 hrs

Prof: K.V, Thomas S

*

‘Members

LOK SABHA

Shri Nishikant Dubey

Shit Gajanan Chandrakant Kirtikar
Dr. Ramesh Pokhriyal Nishank

Shri Neiphiu Rio

Shrt Janardan Singh-Sigrivat

Shii Shivkumar Chanabasappa Udasi
Shri Aritirag Singh Thakur

Dr. P. Yenugapat

RAJYA SABHA

Shri Vijay Goel
Shri Shantaram Naik
Shri Sukhendu Sekhar Roy

LOK SABHA SEGRETARIAT
Shri A K Singh -
Shri Jayakumar T. -

Smt. Bharti 8 Tuteja -

in Commiitee Room No. 'C!, Parliament House Annexe, New Delhi.

- -— - Chairperson

Additional Secretary
Director
Deputy Secretary
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REPRESENTATIVES OF THE OFFICE GF THE COMPTROLLER AND AUDBITOR

GENERAL OF INDLA -
1. Ms. Siman Saxena " . Dy CAG
2. Shi Rai{esh Jain - Dy. CAG
3. shril, S Singh - Principal Directﬂr
4. Shrt Manoj Sahay_ - Pnnmpa] Director
5. Shri Manish Kumar - _Principal Director {F‘AC}
REPRESENTATIVES OF THE MINISTRY OF L ABOUR AND EMPLOYMENT
1. .Shri Shankar Agarwal ' ' - Secretary
2. ShriHeera Lal Samariya - Additional Secretary
3. Shri Deepak Kumar - DG, ESIC
4 Smt. Meenakshi Gupta - JS&FA{L&E)

Joint Secratary (L&E)

5. ShiiG. Venugopal Reddy

2 At the outset, Hon'ble Chairperson weicomed the Members of the Committee and

Officers of the C&AG of [ndia to the silting of the Commitiee. The Chairparson, then,

appiised the Members that the meeting was convened for selection of additional subject,
"Recent Davelopments in the Telecom Sector including allocation of 2G and 3G Specirum”

for detailed examination by the PAC {2015-16); and io take a briefing from Audit on the

subject “Employees State Insurance Corporation (ESICY based on the C&AG Report No.
30 of 2014 followed by oral evidence of the representatives of the Ministry of Labour and

Employment on the aforesaid subject.

3. The Committee decided to select the additional subject “Recent Development in the |
Telecom Sector including allocation of 2G and 3G Specirum” for detailed examination by
the PAC (2015-16) and also to constitute/ form a Sub-commiittee on the same for carrying
aut the examination on the subject; It was decided that the Convenor of the Committee

would be Shri Satyavrat Chaturvedi, M.P..

4. Therealter, the Audit officers briefed the Members on the above-mentioned C&AG

report on ESIC and Members of the Commitiee sought certain clarifications on the same,
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5. The Honble Chairperson then welcomed the representatives of the Ministry of
He drew the aliention of the

mtnesses io the cﬂnfsdentiahw of the matter till a report on the same was presented {o the

House.

'6. L The_Hon'hLe Chalrperson and members raiseci various gueries on the above-

mentmner:i subject including inordinate delay and cost escalation in consiruction and
completion of projects; non-adjustment of Rs.11.10 crore given as advance for expenditure

" towards construction, repaire and maintnarice works by the ESIC for Hespital bufldings in

four States: viz. Gujarat, Kerala, Rajastl.ian and Tamil Nadu; apparent lack of monitoring

"By the Financial Adviser; targe amotint of advances given to super-speciaity hospitals in

eight States remaining unadjusied; irreguiar setting up of Medical College and Hospital at
Guibarga and Mandi, on the decision of han&lng over Medical Colleges to State
Governments and Hospital; purchase of dressing items and medicines from focal market
despite existence of rate contract; an steps taken by ESIC fo minimise the expenditire in
regard {o Super Specialty Treatment being taken in private hospitals; details of Mol
signed by Wipro and ithe diffculttes In the execufion and financial managament of the
Corparation; amount of Rs. 2.28 crore spent on rengvation of the office of the Minister;

non-adjusiment of Rs. 1.56 crore paid as advance o super specialty hospitals for over five

years eic.

7. The Secretary, Labour and Employment replied to the gqueries raised by the
metmbers on relaied aspects of ESIC. As some gueries reglired detailed and statistical
infarmation, the Chairperson asked the Secretary to furnish wrﬂten mphes to the

Sacretarial at the earliest. The Secretary assured to do the sama.

8. The Chairperson thanked the representatives of the Ministry for appearing hefore
the Cormmiiiee and the represemtatives of the office of the C&AG of IrEd_ia for providing

assistance to the Committee in the examination of the subject.

The witnesses then withdrew,

A copy of the verbalim proceedings has been kept on record,

The Cnmmittee_,, then, adjourned:
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_ MINUTES_OF THE TWENTIETH SITTING. OF THE PUBLIC ACCOUNTS
COMMITTEE (2015-16] HELD ON 2™ JANUARY, 016.

The Committee sat from 1100 hrs. fo 1330 hrs. on 28™ January, 2016 in

Comnittee Room “E”, Partiament House Annexe, New Delhi.

-~ T ““PRESENT

Prof. K. V. Thomas '_ _.. = _ _Chairperson
= - MEMBERS = -

LOK SABHA.

Shrl Nishikant Dubey

Shri Bharfruhari Mahiab

Shri Neiphiu Rio |

Shri Janardan Singh Sigriwal
Shri Shiv Kumar Udasi

Dr. Kirit Somaiya

Shri Anurag Thakur

D, . Uenugé}pal

© m oo ;R oW N

RAJYA SABHA

10.  Shrl Vijay Goel
11.  Shr Bhubaneswar Kalita
12.  Shri Shantaram Naik

LOK SABHA SECRETARIAT

Shri A. K. Singh - Additional Sacretary
Shrf Tirthankar Das ' - Additional Director
Smt. Bharti 5. Tuteja - Deputy Secretary

REPRESENTATIVES FROM THE OFFICE OF THE COMPTROLLER AND AUDITOR
GENERAL OF iNDIA

1. Shri Rakesh Jain
_Shri Umesh P. Singh

Deputy C&AG (RCALB}

Director General of Audit

1

Principal Director of Audit (AB)

Shri Mano;i Sahiai
Principal Director of Audit {PAC)

Shri Manish Kumar

1

Sl G
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REPRESEMNTATIVES OF MINISTRY OF LABOUR AND EMPLOYMENT

1. Shti Shankar Aggrawal - Secretary (L&E)

2. “Shri Heera Lal Samariya - Addl. Secretary (LE&E)

3. Shrt Deepak Kumar - - - DG,ESIC ___..

4. 8mi Meenakshi Gupta - JS&FA

5. Shn U Verkateswarlu Financial Commissioner, ESIC

.. Representative of Medicai counci'r of India (MCI}

Dr Reena Nawar - Secretaqr (MGE]

5 At the outsst, the Chairperson, PAG welcomed the Members and the
represemahues of the Ministry of Labour and Employment to the Sitting of the
Committee. The Chairperson, then, apprised the Members that the meeling was
convened fo discuss C&AG Repart No.40 of 2015 (Special Audit), Union Goverrenent,
regarding ‘Medical Education Projects of Employess' State Instrance Corporation’. He
drew the attention of the withesses fo the confidentiafity of the matter till a report on

the same was presented to the House.

3 The Chairpersan. stated that this was an instance of Special Audit,
commis.sianed at the instance of the concemed Ministry (Ministry of Labour and
Employment}, and thus utmost cooperation was expected, however, it was found from
the report that there were ai least three instances where the audit was not given the
required documentsirecords for scruting. He staied that since the Executive is
expected to be under the control of the C&AG wha ar;ié on hehalf of the Parliament,
there cannot be any situation where the records are not given to the audit if such
apparent violation of rules is seriously dealt with by the audit. He added that the
records of ESIC did not reveal any specific administrative and financial approval of
Ministry of Labour and Emp!nyment with regard to number and places of opening of

medical colleges and was of the opinion that these acts of non-estimation of true

- nature and extent of shorfage and the faulty terms of reference {o the csnauitant were

extremely serious. He emphasized that it is necessary to fix responsitility on the

officers who drew up the Terms of Reference without such elementary requirements.

4, The Chairperson stated that the Cc:rﬁmittee would be constrained to take a
serious view of the fac ihat sites, not originally recommended by the Consultant, were

also selected were not made available to the Audét.' He felt that the award of as many

B e T R s e e L T R e Rt - emEe. ITTTTRTS -
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as eight. sites o 2 single company on nomination basis that too without following

procedures prescribed under various rules smacked of ad-hocism and indiscretion.
The justification offered by the Ministry fell short of fairmess in Government functioning,
and again, denial of access to the hasis of choice of contractars again needed
deprecation. He concluded that the entire project seemed to have bsen wholly
misconceived, and it may not have been an exaggeration to say that the capital-
intensive project resulied in depletion of the Capital Coﬁstrueticm Rasarve Fund. The
money that was spent about Rs.12,000 Crore belonged to the insured persons, whao
deserved better treatment of thelr money and could have been served-better by not

wasling their funds on an unviable project.

5, The Chairperson then asked Secretary, Labour and Employment to give a brief
account of the [atest siatus of the foliow up remedial action taken on the Audit findings
and the improvements effected so far. The Secretary stated that singe ESIC's core

competence did not liz in providing medicat education and their primary focus was to

provide healthcare services fo the Insured Persons and their family members, it was

felt prudent to exit the medicat education field.

. B, The Secietary then replied fo the queries raised by the members on related

aspects of the subject including the process of decision making and the rationale for
sefting up medicat colleges, the selection of the desigh associate and sites for medical
colleges, whather any assessment was made before {aking the decision to exit the
medical education field etc. As some queries required defailed information and
clarifications to be sough! from other departments, the Chairperson asked the
Secretary to fumish written replies to the Secretariat at the earliest. The Secretary

assured fo do the same,

N The Chairperson thanked the representatives of the Ministry for appearing

before the Commiltee and the representatives of the office of the CE&AG of India for
providing assistance to the Commitiee in the examination of the subject.
 The witnesses then withdrew. | |
A copy of the verbatim pfuceedings has been kept on record.

The Conunitlee, then, adjourned,
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MINUTES OF THE FIFTH SITTING QF THE PUBLIC ACCOUNTS COMMITTEE

{2016-17) HELD ON 5™ JULY, 2018,

The Committee sat from 1430 hrs. to 1655 h-rs. on 5" July, 2018 in Committee

Reom “B", Parliamment House Annexe, New Delhi,

" PRESENT

Prof. K. V. Thomas . | -

- MEMBERS -

L e NSO kLN

b
- [

12.
13,

N S

. LOK SABHA

Shri Nishikant Dubey

Prof. Richard Hay

Shri Gajanan Chandrakant Kirfikar
Smt Riti Pathak '

shri Neiphiu Rio

Shri Janardan Singh Sigriwal

Shiri Abhishek Singh

Dr. Kirit Somaiya

Shri Shiv Kumnar Udasi

Dr. P. Venugopal

~ RAJYA SABHA

Shri Bhubaneswar Kalita
Shri Shri Sulkhendu Sekhar Roy

LOK SABHA SECRETARIAT
Shri A. K. Singh

Shri 8. C. Chaudhary

shri T. Jayakumar

Smit. Bharti S. Tuteja

Chairperson

Additional Secretary

Joint Secrefary
Director

Deputy Secretary
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REPRESENTATIVES FROM THE OFFICE OF THE COMPTROLLER AND AUDITOR

_ GENERAL OF IMDIA

R T P

1. 5hri Rakesh Jain - Deputy G&AG

2. Shri M. P. Singh : - -Directer Generalt {CE)

3. Shr Manoj Sahai - Principal Director of Audit (LB}
4. Shri Manish Kumar - Principal Director of Audit {FAC}

REPRESENTATIVES OF MINISTRY OF LABOUR AND EMPLGYMEN‘I;_
Secretary (L&E)

1. Shri Shankar Aggrawal -

2. Shri Heera Lal Samariya - Addl. Secratary (LAE})

3. Smt. Meenakshi Gupta - JS&FA '

4. Shri U Venkateswarly - Financial Commissicner, ESIC
o. Shri Rajeev Arora - Joint Secretary (L&E)

2 At the outset, the Chairperson, PAC weicomed the Menbers and the

Tepresentatives of the Ministry of Labour and Employment to the Sitting of the

Committee. The Chairperson, then, apprised the Members that the meeting was

convenad lo take oral evidence of the representatives of the Ministry of Labour and

Empioyment on the subjects (i) "Employees Siate Insurance Cofparation {(ESICY

based on the C&AG Report No. 30 of 2014 (Performance Audit) and {ii} "Medical

Education Projects of .Enminyees State Insurance Corporation” based on C&AG
Report No. 40 of 2015 (Special Audit). He drew the aftention of the witnesses to the
confidentiality of the matier until a report on the same was presented to the House.

3. The Hon'ble Ghairperscn raised several imporiant issuss regarding bath the
reports inciuding loss of Rs.48.31 crore due to time barriﬁg of the amount of
confribution payable by employers within five years; difference belween the Budget
Estimate and Actual Expenditure revealing that the Financial Coammiasioner of ESIC
and Financial Adviser of the Ministry did not exercise proper contral over preparation
of Budget Estimates; availing of medical benefits by employees of ESIC from ESIC
Hospitals/Dispensaties without paying the contribution resulting in huge financial loss
to the Carporation; unadjusted advances to the extent of Rs. 20.31 crore given ta 8
hospitals as on March, 2013; unadjusied advance paymenis of Rs. 11.-1[} crare given
for expenditure towards construction, repair and maintenance works hy ESIC for
haspital buiidings in four States, namely, Gujarat, Kera'ia, Rajasthan and Tamil Nadu
etc. Hon'ble Chairperson also raised various issues relaled o  Medical Education

SRS, e s L e e e s - P
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Projects such as audit not being given the required documents and records for

scrutiny; incurring an expenditure of Rs, 1,021.72 crore withoul any administrative or

financial approval of the Ministry and appeointiment, extension and increase in

. honorarium of Adviser {Medical Education) on contract basis without any assessment

of his performance or the approval of Standing Committee efc. The Chairperson then

asked Secretary, Labour and Employment to give a brief account of the fatest status of

_the follow up remedial action taken on the Audit findings and the improvements

effected so far.
4, The Secretary, Labour and Employment then introduced his colleagues.

Members raised the issue of absence of DG, ESIC at the siiting and conveyed their

| displeasure at DG, ESIC for not seeking exemption fromt personal appearance from

the Hon'ble Chairperson and cautioned that in future this should not be repeated.

5. The Secretary then replied to the queries raised by the iMsembers on related
aspects of the subject including payments to States without  audit certificates,
difference between the actual expenditure and the provision due to Emprwerﬁents
effected in the budgetary mechaniem, loss of revenue due to ttme barring of cases,
constitution of commitises to ook into various irregularitiss, arbitrary appointment of
consultants without adhering to the criteria, award of different works to different
architecturat and engineering consultants resulting in undue favour o some of these
consultapts and whether the maiter should be referred to CB! for proper investigation;
substandard quality of medicines distributed by the hospitais/dispensaries, the

salection of the design asscciate and sites for medical colieges, the modalitias .

followed for taking the decision to exit the medical education field by ESIC ete.

G. As some queries required detalled information and clariications to be sought
from ofher depariments, the Hon'bie Chairpersen directed the Secretary to furnish
written replies to the Secretariat within a weeks’ time. The Secretary assured to do the

Salme.

7. The Chairparson thanked the representatives of the Ministry for appearing

before the Committee and the repres_entatiﬁes of the office of the C&AG of India for

providing assistance o the Committees in the examination of the subject.

The witnesses then withdrew.
A capy of the verbatim proceedings has been kept on record,

The Commitiee, then, adfourned,
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- MINUTES OF THE TWENTIETH SITTING OF THE PUBLIC ACCOUNTS -

o~ e o koW N

10.
11.
12.

_QQNM!TTEE"IZU1_6_-1__T] HELD ON 15" DECEMBER, 2016.

The Commitee sat from 1015 hrs. fo 1055 hrs. on 18" December, 2016 in

PRESENT — -
Prof. K. V. Thomas

MEMBERS _
LOK SABHA
Shri Nishikant Dubey

Prof. Richard Hay

smt. Riti Pathalk

Shri Janardan Singh Sigriwal
Shri Abhishek Singh

Dr. Kirit Somaiya

Shri Shivkumar C. Udasi

RAJYA SABHA

Shiri Bhupender Yadav
Shei Bhubaneswar Kalita
Shri Shantararm Naik
sShri Ajay Sancheti

. LOK SABHA SECRETARIAT

Shri 5.C. Chaudhary
Shri Tithankar Das
Smi. Bharti S, Tuleja

_ Room No. “51", Parliament House, New Delhi.

- Chairperson

- Joint Secretary
- Additional Direcior

- Deputy Secretary

REPRESENTATIVES FROM THE OFFICE DF THE COMPTROLLER AND
AUDITOR GENERAL OF INDIA

1.
2.

Shri Rakesh Jain - Deputy CAG (RC/LE)

St Mano] Sahay - Principat Director of Audit {AB)
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3. ShiiMukeshP.Singh - DGACE

- 72. - At the outset,:the Chaimperson, PAC welcomed the Members to the Sitting of

the Committee.. Thereafter, the Committee took up the following draft Reports for

"~ consideration: -

-(1) Draf Report an "Performance Audit of Employees' State Insurance. Corporation
(ESIC) and Special Audit of Medical Educatjon Projects of ESICY :

(- wox e AXXX — AXXY
(i) eox ] XXXX ' AXXX
37 The Chairperson mvited éiaéigestiol1s of the Mambers on the above mentioned

draft Reports. After discussing the draft Reports, the Cominittee adopied draft Reports
at Sl. No. (i) and (i) with minor changes/modifications. As regards, draft Report at Sl.
Mo. {i), it was desired that the changes as suggested by the Members may be
incorporated and the draft Report may once again be placed before the Committee for

consideration,

4, The Commitiee guthorized the Chairperson o finalize the adopted Reports in
the light of verbal discussion and conseguential changes arising out of the suggesfions
by the Members and factual verification by the Audit and present the same to

Parfiament.

5, It was further decided that heﬁcefarth the Public Accounts Commiitee will hold

its sitling every Friday in the week.

The Committee then adiourned,
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APPENDIY ¢

MINUTES OF THE TWENTY-EIGHTH SITTING OF THE_ PUBLIC AGGDUNTE

COMMITTEE {2016-17} HELD ON 17" MARCH, 2017.

wom N o e W

—
=

11.
12.
13.
14.

L

The Committee sat from 1500 hrs. {o 1720 hrs. on Friday, the 17th March, 2017

in Commitiee Room "D°, Parliament House Annexe, New Delhi.

PRESENT
Prof. K. V. Thomas

MEMBERS

LOK SABHA

Shri Nishikant Dubey

Prof. Richard Hay

Shrt Bhartruhar Mahtab
Smi. Riti Pathiak

Shii Neiphiu Rio _
Shri Janardan Singh Sigriwal
Shiri Abhishek Singh

Shri Anurag Singh Thakur
Dr. P. Venugopal

- RAJYA SABHA

Shri Bhupender Yaday

Shri Bhubaneswar Kaiita
Shri Sukhendu Sekhar Ray
Shri Ajay Sanchet]

LOK SABHA SECRETARIAT

Shiri AK. Singh

Shri 5.C. Chaudhary
Shri T. Jayakumar
Smi. Bharti 5. Tuteja

1

Chairperson

Additional Secretary
" Joint Secretary

Direclor

Ceputy Secretary
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REPRESENTATIVES

AR . T TRk wikkd

REPRESENTATIVES FROM THE OFFICE OF THE COMPTROLLER AND AUDITOR
GENERAL OF INDIA -

1. Shri Rakesh Jain Dy. CAG (RC/LB}
T :__P_F 2 __srﬁvﬁ_n;n - B Direcior General (Commerciaf)
T 3. ShriManishKumar™ .  Principal Director (PC)
— = .'.:--—'_:4.'-:.-'-'Smt._'Parari.’l:-:i__énn Lo Pringipal Direc-:tﬁr (Commerctal)
2. At the outset, Hon'ble Chairperson wélcc:med the Members and officials of the
CEAG ™% FEEE = Wwas further stated that the agenda of the day

tikd *hkkh

 also includes three draft repors for considaration and adoption. ***

31 dddk RAAN #*f*.‘
41 EhR T kAW ****.
5. FEE EX T 1 'ﬁii‘*. -
E. AEEN *kxt **!*.
?1 kRN AEEE *i-**.
8. *kkh WRE i!—**-
9. dhE e kR R it**r

1.  The Committee, thereafter, took agenda for consideration and adoption of

following three draft Reports:

{); Draft Report on "Performance Audil of Employees’ State Insurance
Corparation (ESIC) and Special Audit of Madical Education Projects of
ESICY;
{"] L 1] *kid n-t:-; Bﬂd
{ili} Lo FhkE ****1

11.  The Chairperson tvited suggestions of the Members on the abave mentioned
draft Reports. After discussing the draft Reporls, the Commiftes adopted draft Reporis

Rh2E *kEk LEE R

at Sl No. (i} and (i} without any modificationsf amendments.
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12.  The Commiltes, authorized the Hon'ble Chairperson to present lay the adopted

Reports to the Lok Sabha/ Rajya Sabha.

A copy of the verbatim proceedings of the Siting has been kept on record

= The Commitfee then adjourned.



