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Chapter 5: State Public Sector Enterprises

This chapter discusses the financial performance of Government Companies,
Statutory Corporations and Government Controlled Other Companies. Impact
of significant comments issued as a result of supplementary audit of the
Financial Statements of these State Public Sector Enterprises (SPSEs)
conducted by the Comptroller and Auditor General (CAG) of India for the year
2020-21 (or of earlier years which were finalised during the current year) have
also been discussed in the chapter.

5.1  Definition of Government Company

According to Section 2 (45) of the Act 2013, a Government Company means
any company in which not less than 51 per cent of the paid-up share capital is
held by the Central Government or by any State Government or Governments
or partly by the Central Government and partly by one or more State
Governments and includes a company which is a subsidiary company of such a
Government Company. The procedures for audit of Government companies are
laid down in Section 139 and 143 of the Companies Act, 2013 (Act 2013). The
Comptroller and Auditor General of India (CAG) appoints the statutory auditors
of a Government company and Government controlled other company under
Section 139 (5) and (7) of the Companies Act, 2013. Section 139 (5) of the
Companies Act, 2013 provides that the statutory auditors in case of a
Government company or Government controlled other company are to be
appointed by the CAG within a period of one hundred and eighty days from the
commencement of the financial year. Section 139 (7) of the Companies Act,
2013 provides that in case of a Government company or Government controlled
other company, the first auditor are to be appointed by the CAG within sixty
days from the date of registration of the company and in case the CAG does not
appoint such auditor within the said period, the Board of Directors of the
Company or the members of the Company have to appoint such auditor.

5.2 Mandate of Audit

The financial statements of the Government Companies (as defined in Section
2 (45) of the Act 2013) are audited by Statutory Auditors, who are appointed by
the CAG as per the provisions of Section 139 (5) or (7) of the Act 2013. The
Statutory Auditors submit a copy of the Audit Report to the CAG including,
among other things, financial statements of the Company under Section 143(5)
of the Act 2013. These financial statements are also subject to supplementary
audit by the CAG at his/ her discretion within sixty days from the date of receipt
of the audit report under the provisions of Section 143 (6) of the Act 2013.
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Audit of Statutory Corporations is governed by their respective legislations. In
respect of Haryana State Warehousing Corporation and Haryana Financial
Corporation, the audit is conducted by Chartered Accountants and
supplementary audit is conducted by the CAG.

5.3 SPSEs and their contribution to the GSDP of the State

SPSEs consist of State Government Companies and Statutory Corporations.
SPSEs are established to carry out activities of commercial nature keeping in
view the welfare of people and occupy an important place in the State economy.
As on 31 March 2021, there were 37' SPSEs in Haryana, including two?
Statutory Corporations and 35 Government Companies (including five inactive
Government companies®) under the audit jurisdiction of the CAG. The names
of these SPSEs are given in Appendix 5.1. The SPSEs included seven
Government Controlled Other Companies.

Only one SPSE i.e. Haryana Financial Corporation is listed on stock exchange.
Five* of the 37 SPSEs were inactive SPSEs. The inactive SPSEs had total
investment of I 21.87 crore comprising of investment towards capital (3 18.18
crore) and long-term loans (Z 3.69 crore) as on 31 March 2021. The liquidation
process of two> SPSEs has been going on from 17 to 22 years ago and remains
to be completed. The Government may consider to wind up these SPSEs early
as these investments do not contribute to the economic growth of the State.

The ratio of turnover of SPSEs to Gross State Domestic Product (GSDP) shows
the contribution of activities of the SPSEs in the State economy. The details of
turnover of the SPSEs and GSDP of the State for a period of three years ending
31 March 2021 is given in Table 5.1.

! The details of 30 SPSEs are discussed as the first accounts of two SPSEs viz. Faridabad
City Transport Services Limited and Karnal Smart City Limited have not been received
since their formation. Further, the details of five inactive SPSEs namely Haryana
Minerals Limited, Saur Urja Nigam Haryana Limited, Haryana State Minor Irrigation
and Tubewells Corporation Limited, Haryana Concast Limited and Haryana State
Housing Finance Corporation Limited are not included.

Haryana Financial Corporation and Haryana State Warehousing Corporation

Inactive Government company means a company which has not been carrying on any
business or operation, or has not made any significant accounting transaction, has not
filed financial statements and annual returns during last two financial years.

Haryana Minerals Limited (inactive since 2001-02), Saur Urja Nigam Haryana Limited
(inactive since March 2019), Haryana State Minor Irrigation and Tubewells Corporation
Limited (inactive since July 2002), Haryana Concast Limited (inactive since 1998-99)
and Haryana State Housing Finance Corporation Limited (inactive since 2003-04).
Haryana Concast Limited and Haryana State Housing Finance Corporation Limited.
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Table 5.1: Details of turnover of SPSEs vis-a-vis GSDP of Haryana

(X in crore)

Particulars 2018-19 2019-20 2020-21
Turnover 41,669 38,077 38,869
GSDP of Haryana 7,04,957 7,80,612 7,64,872
Percentage of Turnover to 501 4.88 5.08

GSDP of Haryana

Source: Compilation based on turnover figures of SPSEs and GSDP figures as per
information supplied by Department of Economic and Statistical Analysis, Government
of Haryana at current prices of the respective years for year to year comparison.

5.4  Investment in SPSEs and Budgetary support

54.1 Equity holding and Loans in SPSEs

The sector wise total Equity, Equity Contribution by State Government and Long
Term Loans including the loans given by State Government is given in Table 5.2.

Table-5.2: Sector-wise investment in SPSEs

Name of Investment (X in crore)

Sector Total Equity State Total Long State Total Equity and
Government Term Loans Government Long Term Loans

Equity Loans

Power 36,781.25 35,651.99 10,270.16 5.93 47,051.41

Finance 318.11 301.12 72.74 0.00 390.85

Service 117.89 52.57 0.00 0.00 117.89

Infrastructure 324.34 261.35 6,028.32 283.22 6,352.66

Others 17.74 9.78 68.87 8.15 86.61

Total 37,559.33 36,276.81 16,440.09 297.30 53,999.42

Source: Latest financial statements of SPSEs.

The thrust of SPSEs investment was mainly on power sector. This sector received
87.13 per cent R 47,051.41 crore) of the total investment of ¥ 53,999.42 crore.

54.2 Budgetary Support

The Government of Haryana (GoH) provides financial support to SPSEs in
various forms through annual budget. The summarised details of budgetary
outgo towards equity, loans, grants/ subsidies, loans repaid/ written off and
loans converted into equity in respect of SPSEs during the last three years
ending March 2021 are given in Table 5.3.
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Table 5.3: Details regarding budgetary support to SPSEs during the years
(X in crore)

Particulars 2018-19 2019-20 2020-21
No. of Amount | No.of | Amount | No.of | Amount
SPSEs SPSEs SPSEs
(i) Equity Capital outgo 9 13,327.92° 10 5,838.78 6 631.67
(i) Loans given 3 60.99 1 108.74 5 104.98
(iii) Grants/Subsidy provided 10 376.92 9 142.72 7 438.52
Total Outgo (i-+ii-+iii) 13,765.83 6,090.24 1,175.17
Loan repayment/ written off 5 5,710.07 4 487.41 4 254.66
Loans converted into equity 3 5,531.99 3 5,190.00 Nil Nil
Guarantees issued 7 2,192.40 5 1,975.62 5 3,793.00
Guarantee Commitment 8 6,117.44 7 8,067.63 8 8,698.72

Source: Compilation based on information received from SPSEs.

54.3 Market Capitalisation of equity investment in SPSEs

Only one SPSE i.e. Haryana Financial Corporation (HFC) is listed on stock
exchange. Though HFC is a listed corporation, the corporation has not
sanctioned fresh loan since May 2010 and the last trading of shares of
corporation took place on 13 July 2011 at a price I 24.65.

5.4.4 Disinvestment, Restructuring and Privatisation

During the year 2020-21, there was no case of privatisation of SPSEs. The State
Government has not prepared any policy on disinvestment of State Government
equity invested in the SPSEs.

5.5 Returns from SPSEs

5.5.1 Profit earned by SPSEs

The number of SPSEs that reported profits in their latest financial statements
available during 2020-21 were 19 as against 21 in 2019-20. The reported profit
earned increased from ¥ 975.78 crore in 2019-20 to ¥ 1,698.897 crore in 2020-21.
The Return on Equity (RoE) of the 19 profit earning SPSEs also increased to 36.97
per cent in 2020-21 as compared to 9.18 per cent of the 21 profit earning SPSEs in
2019-20. The RoE for all the 30 working SPSEs was 10.20 per cent in 2020-21 as
per their latest financial statements.

The top three SPSEs which contributed maximum profit are mentioned in
Table 5.4.

This also includes grant amounting to ¥ 7,785 crore which was converted into Equity
during the year 2018-19 in Uttar Haryana Bijli Vitran Nigam Limited and Dakshin
Haryana Bijli Vitran Nigam Limited.

Figures of profit of SPSEs have been taken after taking into consideration the effect of
other comprehensive income/ expenses.
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Table 5.4: Top three SPSEs which contributed to profit during the year 2020-21

Name of SPSEs Net profit earned Percentage of profit to
(R in crore) total SPSEs’ profit

Haryana State Industrial and Infrastructure 905.76 53.17
Development Corporation Limited

Uttar Haryana Bijli Vitran Nigam Limited 397.07 23.31
Dakshin Haryana Bijli Vitran Nigam Limited 239.61 14.06

Total 1,542.44 90.54

5.5.2 Dividend payout by SPSEs

Nine SPSE finalised their accounts for the financial year 2020-21. Of these four
SPSEs reported cumulative profit of ¥ 643.98 crore and other five reported loss
in their operations. None of the three SPSEs which reported profit for the
financial year 2020-21 declared any dividend.

However, two® SPSEs had declared dividend of ¥ nine crore against their net
profit of ¥ 63.41 crore on their results declared during the year 2020-21. The
Haryana Medical Services Corporation Limited declared dividend of
% 0.20 crore (four per cent) and Haryana State Warehousing Corporation
declared dividend of ¥ 8.80 crore (150.68 per cent) on their accounts for the
year 2018-19 and 2019-20, respectively.

5.5.3 Return on Capital Employed

Return on Capital Employed (RoCE) is a ratio that measures a company’s
profitability and the efficiency with which its capital is employed. RoCE is
calculated by dividing a company’s Earnings Before Interest and Taxes (EBIT)
by the capital employed’. The details of RoCE of 30 SPSEs during the period
from 2018-19 to 2020-21 are given in Table S.5.

Table 5.5: Return on Capital Employed

Year EBITR® in crore) Capital Employed R in crore) | ROCE (in percent)
2018-19 4,728.32 21,376.97 22.12
2019-20 3,533.51 26,933.23 13.12
2020-21 4,457.74 28,917.91 15.42

Source: Latest financial statement of SPSEs.

554 Return on Equity by SPSEs

Return on Equity (RoE) is a measure of financial performance to assess how
effectively a company’s assets are being used to create profits. RoE is calculated
by dividing net income (i.e. net profit after taxes) by shareholders’ fund. It is

Haryana Medical Services Corporation Limited and Haryana State Warehousing
Corporation.

Capital Employed = Paid up Share Capital + Free Reserves and surplus + Long term
Loans — Accumulated losses-Deferred Revenue Expenditure.
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expressed as a percentage and can be calculated for any company if both its net
income and shareholders’ fund are positive numbers.

Shareholders’ fund or net worth is calculated by adding paid up capital and free
reserves reduced by net of accumulated losses and deferred revenue expenditure
and reveals how much would be left for a company’s stakeholders if all assets
were sold and all debts paid. A positive net worth (shareholders fund) reveals
that the company has enough assets to cover its liabilities while a negative net
worth means liabilities exceed assets.

The details of Shareholders’ Fund and RoE relating to the thirty working SPSEs
are given below in Table 5.6.

Table 5.6: Return on Equity relating to SPSEs

Year Net Income Shareholders’ Fund ROE
(R in crore) (% in crore) (Percentage)

2018-19 970.61 3,607.61 26.90

2019-20 937.68 10,630.91 8.82

2020-21 1,273.18 12,477.82 10.20

The high ROE during 2018-19 was because the net worth of two distribution
companies was negative (X 5,448.52 crore) which turned into positive in
2019-20 due to equity infusion by the State Government in two'® distribution
companies under UDAY scheme.

5.6  Debt Servicing

5.6.1 Interest Coverage Ratio

Interest coverage ratio is used to determine the ability of a company to pay interest
on outstanding debt and is calculated by dividing a company's Earnings Before
Interest and Taxes (EBIT) by interest expenses of the same period. The lower the
ratio, the lesser is the ability of the company to pay interest on debt. An interest
coverage ratio of below one indicates that the company was not even generating
sufficient revenues to meet its expenses on interest. The details of interest coverage
ratio in SPSEs which had interest burden are given below in Table 5.7.

10 Dakshin Haryana Bijli Vitran Nigam Limited and Uttar Haryana Bijli Vitran Nigam

Limited.
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Table 5.7: Interest coverage ratio of SPSEs

Year |Interest Earnings Number of SPSEs having | Number of Number of SPSEs
®in before interest liability of loans from | SPSEs having having interest
crore) and tax (EBIT) | Government and other |interest coverage |coverage ratio less

(® in crore) financial institutions ratio more than 1 | than 1
2018-19 | 2,833.45 4,712.37 13 11 oM
2019-20 | 2,293.45 3,509.60 13 11 212
2020-21 | 2,245.23 4,457.74 14 11 31

Source: Latest financial statement of SPSEs.

It was observed that 11 SPSEs had interest coverage ratio of more than one
during 2020-21. Three SPSEs had interest coverage ratio of less than one during
2020-21 i.e. these three SPSEs were not generating sufficient revenues to meet

their expenses on interest.

5.7  SPSEs incurring losses

571
There were 11'% SPSEs that incurred losses as per their latest finalised accounts
at the end of March 2021. The losses incurred by these SPSEs increased to

< 425.71 crore as per their latest finalised accounts from ¥ 38.10 crore in
2019-20 as given below in Table 5.8.
Table 5.8: Number of SPSEs that incurred losses during 2018-19 to 2020-21

Losses incurred

Year No of SPSEs Net loss for the year Accumulated Net Worth
incurred loss (R in crore) Profit R in crore) | (T in crore)
Government Companies
2018-19 37.43 3.60 116.47
2019-20 8 38.10 (-) 2.55 140.21
2020-21 11 425.71 382.71 7,882.78

Out of total loss of ¥ 425.71 crore reported to be incurred during 2020-21 by
11 SPSEs as per their latest financial results, loss of I 357.50 crore is attributed
(83.98 per cent) to two SPSEs which functioned in Energy and Power
Department. The two SPSEs are Haryana Power Generation Corporation
Limited X 195.83 crore) and Haryana Vidyut Prasaran Nigam Limited

Haryana Roadways Engineering Corporation Limited and Haryana Police Housing
Corporation Limited.

Haryana Roadways Engineering Corporation Limited and Haryana Police Housing
Corporation Limited.

Haryana Agro Industries Corporation Limited, Haryana Roadways Engineering
Corporation Limited and Haryana Police Housing Corporation Limited.

(1) Faridabad Smart City Limited, (ii) Gurugram Metropolitan City Bus Limited,
(iii) Haryana Power Generation Corporation Limited, (iv) Haryana Vidyut Prasaran
Nigam Limited, (v) Haryana International Horticultural Marketing Corporation Limited,
(vi) Haryana Roadways Engineering Corporation Limited, (vii) Panipat Plastic Park
Haryana Limited, (viii) Haryana Tourism Corporation Limited, (ix) Haryana Police
Housing Corporation Limited, (x) Haryana Orbital Rail Corporation Limited and
(xi) Haryana Financial Corporation.
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(X 161.67 crore) reporting losses as per their latest finalised results of the
financial year 2020-21.

It was also observed that three'> SPSEs which had earned profits during
2019-20, have incurred losses in 2020-21. Whereas, one'® SPSE which had
incurred loss in 2019-20 reported profit during 2020-21.

5.7.2 Erosion of Capital in SPSEs

As on 31 March 2021, there were 11 SPSEs with accumulated losses of
T 28,668.85 crore. Of these 11 SPSEs, seven!” SPSEs incurred losses amounting
to ¥ 52.72 crore as per their latest financial results available. Four'® SPSEs had
not incurred loss, though they had accumulated losses of I 28,495.16 crore as
per their latest accounts finalised. Out of these four, two SPSEs (Uttar Haryana
Bijli Vitran Nigam Limited and Dakshin Haryana Bijli Vitran Nigam Limited)
had accumulated losses of T 28,341.22 crore. Five!® out of 37 SPSEs were under

winding up/ liquidation/ inactive.

Net worth of two SPSEs viz. Haryana Agro Industries Corporation Limited and
Gurugram Metropolitan City Bus Limited out of 30 SPSEs had been completely
eroded due to accumulated losses. The net worth of these two SPSEs was
(-)X 157.62 crore against equity investment of X 54.14 crore as on 31 March 2021.

5.8 Return on the basis of Present Value of Investment

The Present Value (PV) of the State Government investment has been computed
in respect of 27 SPSEs where the State Government has invested in
equity/grant/subsidy to assess the rate of return/loss on the present value of
investments of State Government in these SPSEs as compared to historical
value of investments. In order to bring the historical cost of investments to its

(i) Haryana Power Generation Corporation Limited, (ii) Haryana Vidyut Prasaran Nigam
Limited and (iii) Haryana Financial Corporation.

Haryana Rail Infrastructure Development Corporation Limited.

17 (1) Panipat Plastic Park Haryana Limited (For the year 2020-21), (ii) Gurugram
Metropolitan City Bus Limited (for the year 2019-20), (iii) Haryana International
Horticultural Marketing Corporation Limited (For the year 2019-20), (iv) Haryana
Roadways Engineering Corporation Limited (For the year 2020-21), (v) Haryana Police
Housing Corporation Limited (For the year 2016-17), (vi) Haryana Orbital Rail
Corporation Limited (For the year 2020-21) and (vii) Haryana Financial Corporation
(For the year 2019-20).

18 (i) Dakshin Haryana Bijli Vitran Nigam Limited (For the year 2020-21), (i) Uttar
Haryana Bijli Vitran Nigam Limited (For the year 2020-21), (iii) Haryana Agro
Industries Corporation limited (For the year 2017-18) and (iv) Haryana Women
Development Corporation Limited (For the year 2017-18).

(1) Haryana Minerals Limited, (ii) Saur Urja Nigam Haryana Limited, (iii) Haryana State
Minor Irrigation and Tubewells Corporation Limited, (iv) Haryana Concast Limited and
(v) Haryana State Housing Finance Corporation Limited.
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present value at the end of each year up to 31 March 2021, the past investments/
year wise funds infused by the State Government in these SPSEs have been
compounded at the year wise weighted average interest rate on State
Government securities which is considered as the minimum cost of funds to the
Government for the concerned year.

The PV of the State Government investment in the SPSEs was computed on the
basis of following assumptions:

* In addition to actual infusion by the State Government in the SPSEs in the
form of equity; grants/subsidy (for operational and administrative expenses)
given by the State Government to the SPSEs have been considered as
investment infusion by the State Government.

e In the cases where interest free loans given to the SPSEs were later
converted into equity, the amount of loan converted into equity has been
deducted from the amount of interest free loans and added to the equity of
that year.

* The average rate of interest on Government borrowings for the concerned
financial year was adopted as compounded rate for arriving at Present Value
since they represent the cost incurred by the government towards investment
of funds for the year and therefore considered as the minimum expected rate
of return on investments made by the Government.

For the purpose of PV calculation of State Government investment, the period
beginning 1999-2000 till 2020-21 has been taken considering the investment of
State Government in SPSEs as on 31 March 2000 as PV of State Government
investment in the beginning of 2000-01.

The details of State Government investment in SPSEs in the form of equity and
grants/subsidy (there were no instances of interest free loans and investment)
alongwith the consolidated position of the PV of such State Government
investment in the SPSEs is indicated in Table 5.9.
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Table 5.9: Present value (Real Return) of Government Investment from 1999-2000 to 2020-21
(R in crore)

Financial | Present Equity Grants/ Total Total [Average rate| Present value | Minimum Total Return on
year |value of total| infused by |Subsidies given| investment |investment |of interest on|  of total expected |earnings for | Investment
investment | the State by State during the | at the end |Government|investment at| return the year |(in percent-
at the Government| Government year of the year | borrowings | the end of the age)
beginning of | during the |for operational (in per cent) year
the year year and
administrative
Expenditure
1 2 3 4 5=(3+4) 6=2+5 7 8= 9 = 6x7/100 10 11=
(6x7/100)+6 10/8%100
1999-2000 612.33* 49.95 662.28 662.28 12.05 742.09 79.80]  (-)436.59 -
2000-01 742.09 310.48 73.50 383.98 1,126.07 11.40 1,254.44 128.37|  (-)221.85 -
2001-02 1,254.44 59.75 98.18 157.93 1,412.37 10.50 1,560.66 14830, (-) 174.72 -
2002-03 1,560.66 125.40 7749 202.89 1,763.55 10.74 1,952.96 189.41 36.7 1.88
2003-04 1,952.96 123.78 80.43 204.21 2,157.17 10.20 2,377.20 220.03 236.76|  9.96
2004-05 2,377.20 165.41 22.23 187.64 2,564.84] 8.49 2,782.60 21775  (-)368.24 -
2005-06 2,782.60 417.07 31.59 448.66 3,231.26) 8.95 3,520.46 289.20 () 327.89 -
2006-07 3,520.46 789.96 25.90 815.86 4,336.32) 9.20 4,735.26 398.94)  (-)442.18 -
2007-08 473526 | 1,002.23 83.03 1,085.26 5,820.52] 743 6,252.97 43246 (-)730.53 -
2008-09 6,252.97 951.64 67.39 1,019.03 7,272.00) 7.82 7,840.68 568.67| (-) 1,070.16, -
2009-10 7,840.68 903.80 41.96 945.76 8,786.44] 9.29 9,602.70 816.26| (-) 1,406.59 -
2010-11 9,602.70 888.59 98.80 987.39 | 10,590.09 9.22 11,566.50 976.41 -453.63 -
2011-12 11,566.50 594.63 167.40 762.03 | 12,328.53 9.73 13,528.09 1,199.57| (-) 10,096.15 -
2012-13 13,528.09 176.64 61.71 238.35| 13,766.44 9.86 15,123.81 1,357.37 (-)3710.51 -
2013-14 15,123.81 102.93 94.88 197.81 | 15,321.62 9.83 16,827.74 1,506.12| (-) 3,943.54 -
2014-15 16,827.74 75.76 153.74 229.50 | 17,057.24 9.33 18,648.69 1,591.44) (-) 2,648.04 -
2015-16 18,648.69 | 1,638.52 4,076.41 571493 | 24,363.62 8.64 26,468.64 2,105.02| (-) 1,779.65 -
2016-17 26/468.64 | 1,931.09 4,199.98 6,131.07 | 32,599.71 8.00 35,207.68 2,607.98 63.68) 0.18
2017-18 35,207.68 | 5462.30 176.82 5,639.12 | 40,846.80 8.10 44,155.39 3,308.59) 91095 2.06
2018-19 |36,370.39%** | 13,327.92 350.46 13,678.38 | 50,048.77 8.81 54,458.07 4,409.30 960.37 1.76
2019-20 54,458.07 | 5,838.78 11.15 5,849.93 | 60,308.00 8.31 65,319.59 5,011.59 96829 1.48
2020-21 65,319.59 631.67 104.78 736.45 | 66,056.04 6.50 70,349.68 4,293.64 1,273.18 1.81
Total 36,130.68 2,362.78" 38,493.46"

“Equity infused amounting to ¥ 844.23 crore less initial accumulated residual losses of ¥ 231.90 crore transferred
to Power Sector SPSEs. Information in respect of column no. 3, 4 and 10 is compiled from printed Audit Reports
of respective years.

“The difference of ¥ 7,785 crore in opening balance was due to grant received under UDAY Scheme (% 3,892.50
crore during 2015-16 and 2016-17 in each year) which was converted into Equity during 2018-19 as its impact had
already been taken in grant of respective years.

#Total grants exclude ¥ 7,785 crore converted into equity during the year 2018-19.

The balance of investment of the State Government in these SPSEs at the end
of 2020-21 increased to I 38,493.46 crore from I 612.33 crore (equity infused
3 844.23 crore minus initial residual accumulated losses of ¥ 231.90 crore) in
1999-2000 as the State Government made further investments in the shape of
equity and grant/subsidy of ¥ 37,881.13 crore. The PV of investments of the
State Government up to 31 March 2021 worked out to ¥ 70,349.68 crore.

The total earnings for the years 1999-2000 to 2001-02 and 2004-05 to 2015-16
for these SPSEs were negative which indicates that Government could not
recover its cost of funds. Though there were positive total earning during
2002-03 and during 2016-17 to 2020-21 yet they were substantially below the
minimum expected returns. The Return on Present Value of Investment for the
last four years i.e. 2017-18 to 2020-21 ranged between 1.48 and 2.06 per cent,
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which was mainly due to infusion of funds under Ujjwal Discom Assurance
Yojna (UDAY) scheme in the power distribution companies.

‘5.9 Audit of State Public Sector Enterprises ‘

CAG appoints the statutory auditors of a Government Company and
Government Controlled Other Company under Section 139 (5) and (7) of the
Companies Act, 2013. CAG has a right to conduct a supplementary audit and
issue comments upon or supplement the Audit Report of the statutory auditor.
Statutes governing some Corporations require that their accounts be audited by
the CAG and a report be submitted to the Legislature.

5.10 Appointment of statutory auditors of State Public Sector
Enterprises by CAG

Sections 139 (5) of the Companies Act, 2013 provides that the statutory auditors
in case of a Government Company or Government Controlled Other Company
are to be appointed by the CAG within a period of 180 days from the
commencement of the financial year.

S5.11 Submission of accounts by State Public Sector Enterprises

5.11.1 Need for timely submission

According to Section 394 of the Companies Act, 2013, Annual Report on the
working and affairs of a Government Company is to be prepared within three
months of its Annual General Meeting (AGM). As soon as may be after such
preparation, the Annual Report must be laid before Legislature, together with a
copy of the Audit Report and comments of the CAG upon or as supplement to
the Audit Report. Almost similar provisions exist in the respective Acts
regulating Statutory Corporations. This mechanism provides the necessary
Legislative control over the utilisation of public funds invested in the
Companies from the Consolidated Fund of the State.

Section 96 of the Companies Act, 2013 requires every company to hold AGM of
the shareholders once in every calendar year and that not more than 15 months shall
elapse between the date of one AGM and that of the next. Further, Section 129 of
the Companies Act, 2013 stipulates that the audited Financial Statements for the
financial year have to be placed in the said AGM for their consideration.

Section 129 (7) of the Companies Act, 2013 also provides for levy of penalty
like fine and imprisonment on the persons including directors of the company
responsible for non-compliance with the provisions of Section 129 of the
Companies Act, 2013.
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5.11.2 Timeliness in preparation of accounts by SPSEs

As of 31 March 2021, there were 35 Government Companies under the purview
of CAG’s audit. Of these, accounts for the year 2020-21 were due from 33
Government Companies (including from inactive cases) except Haryana
Concast Limited and Haryana State Housing Finance Limited (under
liquidation). However, only nine Government Companies submitted their
accounts of the year 2020-21 for audit by CAG by 30 November 20212
Accounts of 24 Government Companies were in arrears for a period of one to
four years.

Details of arrears in submission of accounts of Government Companies are
given in Table 5.10.

Table 5.10: Details of arrears in submission of accounts of Government Companies

Particulars State Government
Companies

Total number of Companies under the purview of CAG ‘s audit as on 35
31 March 2021
Less: Companies under liquidation from which accounts for 2020-21 2
were not due
Number of companies from which accounts for 2020-21 were due 33
Number of companies which presented the accounts for CAG’s audit 9
by 30 November 2021
Number of companies with accounts in arrears 24
Breakup of Arrears (i) Inactive 3

(i1) First Accounts not submitted 2

(iii) Others 19
Age-wise analysis of | One year 9
arrears Two years 8

Three years and upto four years 7

5.11.3 Timeliness in preparation of accounts by Statutory

Corporations

Audit of two statutory corporations®! is being conducted by the Chartered
Accountants and supplementary audit is conducted by the CAG. Neither of the
two statutory corporations presented their accounts for the year 2020-21 for
audit before 30 November 2021. The accounts of Haryana Financial
Corporation for the year 2019-20 and 2020-21 and those of Haryana State
Warehousing Corporation Limited for the year 2020-21 were awaited as of
30 November 2021.

20 Ministry of Corporate Affairs, Government of India has extended the due date for holding of

AGMs by the companies upto 30 November 2021 i.e. by two months from the original due
date (30 September 2021), in respect of financial year 2020-21 ended on 31 March 2021.

2 Haryana Financial Corporation and Haryana State warehousing Corporation
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5.12 CAG’s oversight - Audit of accounts and supplementary audit

5.12.1 Financial reporting framework

Companies are required to prepare the Financial Statements in the format laid
down in Schedule III to the Companies Act, 2013 and in adherence to the
mandatory Accounting Standards prescribed by the Central Government, in
consultation with National Advisory Committee on Accounting Standards. The
Statutory Corporations are required to prepare their accounts in the format
prescribed under the rules, framed in consultation with the CAG and any other
specific provision relating to accounts in the Act governing such Corporations.

5.12.2 Audit of accounts of Government Companies by Statutory
Auditors

The statutory auditors appointed by the CAG under Section 139 of the
Companies Act, 2013, conduct audit of accounts of the Government Companies
and submit their report thereon in accordance with Section 143 of the
Companies Act, 2013. The CAG plays an oversight role by monitoring the
performance of the statutory auditors in audit of public sector undertakings with
the overall objective that the statutory auditors discharge the functions assigned
to them properly and effectively. This function is discharged by exercising the
power to:

e issue directions to the statutory auditors under Section 143 (5) of the
Companies Act, 2013; and

¢ supplement or comment upon the statutory auditor's report under Section
143 (6) of the Companies Act, 2013.

5123 Supplementary Audit of accounts of Government Companies

The prime responsibility for preparation of Financial Statements in accordance
with the financial reporting framework prescribed under the Companies Act,
2013 or other relevant Act is of the management of the entity.

The statutory auditors appointed by the CAG under section 139 of the
Companies Act, 2013 are responsible for expressing an opinion on the Financial
Statements under section 143 of the Companies Act, 2013 based on an
independent audit in accordance with the Standard Auditing Practices of
Institute of Chartered Accountants of India and directions given by the CAG.
The statutory auditors are required to submit the Audit Report to the CAG under
Section 143 of the Companies Act, 2013.
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The certified accounts of selected Government Companies along with the report
of the statutory auditors are reviewed by CAG by carrying out a supplementary
audit. Based on such review, significant audit observations, if any, are reported
under Section 143 (6) of the Companies Act, 2013 to be placed before the AGM.

5.13 Result of CAG’s oversight role

5.13.1 Audit of accounts of Government Companies under Section 143
of the Companies Act, 2013

Twenty Five Financial Statements for the year 2020-21 and previous years were

received from 23 Government Companies during January 2021 to 30 November

2021. Eighteen of these 25 Financial Statements were reviewed in audit by the

CAG and Non Review Certificate was issued for seven SPSEs. The results of

the review are detailed below:

5.13.2 Significant comments of the CAG issued as supplement to the
statutory auditors’ reports on Government Companies

Subsequent to the audit of the Financial Statements for the year 2020-21 and
previous years by statutory auditors, the CAG conducted supplementary audit
of the 18 Financial Statements of 16 Government Companies. Some of the
significant comments issued on Financial Statements of Government
Companies for the year 2020-21, the financial impact of which was I 328.24
crore on the profitability and I 244.50 crore on financial position, have been
detailed in Table 5.11 and Table 5.12.

Table 5.11: Impact of the Comments on the Profitability of Government Companies

Sr. Name of the Comments

No. Company

1. Uttar Haryana Bijli | e The profits were understated by T 146.55 crore due to non-
Vitran Nigam booking of income arising out of re-measurement of
Limited for the year defined retirement benefit plans. There was understatement
2020-21 of Total Comprehensive Income for the year 2020-21

(comprising accumulated P&L) and overstatement of
terminal liabilities for the period to that extent.

e There was overstatement of expenditure and
understatement of profit by ¥ 3.05 crore due to booking of
leave salary and pension contribution of staff brought from
other SPSEs/ Government departments.

2 Haryana Power | The Company did not recognise dividend income of
Generation % 175 crore (net amount T 161.87 crore after TDS deduction
Corporation Limited | of ¥ 13.13 crore) received in 2020-21 and ¥ 209.25 crore
for the year 2020-21 | relating to previous years from 2015-16 to 2019-20 from joint
venture entity, Aravali Power Company Private Limited
(APCPL). The Company transferred net receipt of dividend of
% 161.87 crore to the State Government and balance amount
of ¥ 13.13 crore showed as payables under current liabilities.
Resultantly, profit for the year 2020-21 and other equity were
understated by I 175 crore and I 209.25 crore respectively.
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Sr. Name of the Comments

No. Company

3 Haryana Agro | The Company made short provision for policy of group leave
Industries encashment scheme by < 77.17 lakh resulting in

Corporation Limited
for the year 2016-17

understatement of losses to the same extent.

Table-5.12: Impact of the Comments on Financial Position of Government Companies

Sr. | Name of the | Comments

No. | Company

1 Haryana Power | Non-current assets held for sale included ¥ 32.38 crore on account
Generation of excess fixed cost recovered from two power Distribution
Corporation Companies (DISCOMs) i.e. UHBVNL and DHBVNL during the
Limited for the year | year 2019-20 in respect of Panipat Thermal Power Station unit-V,
2020-21 Panipat. The same were disallowed (April 2020) by the Haryana

Electricity Regulatory Commission. The Company capitalised
the disallowed fixed cost under non-current assets held for sale
and created a provision under current financial liabilities.
Resultantly, Non-Current Assets held for sale and Provisions
were overstated by ¥ 32.38 crore.

2 Haryana Agro | ¢ The Company did not create liability for payment of
Industries VAT/interest/penalty amounting I 2.24 crore resulting in
Corporation understatement of Other Current Liabilities as well as Losses
Limited for the year to the same extent.

2016-17 e Non-accountal of shortage/damage of jute bags in the
accounts has resulted in overstatement of Stores and Spares
and understatement of Loss for the year by ¥ 63 lakh.

5.13.3 Significant comments of the CAG issued as supplement to the

statutory auditors’ reports on Statutory Corporations

Some of the significant comments issued by the CAG on the accounts of

Haryana State Warehousing Corporation (a Statutory Corporation), the

financial impact of which was ¥ 2.86 crore on profitability are detailed below:

e The Corporation spent X 1.19 crore on construction of godown at Hisar. But,

before the godown could be fully constructed, the work was stopped,

material used dismantled and another land was allotted for godown. The

Corporation assessed the net realisable value of dismantled material at
% 23.74 lakh. The Corporation did not make provision for loss of
% 95.73 lakh which resulted in overstatement of profits to the same extent.

e The Corporation did not book cost of inspection of ¥ 55.68 lakh resulting in

understatement of profit for the year by the same amount.

e The Corporation booked ¥ 1.34 crore as recoverable from Haryana Agro

Industries Corporation Limited (HAIC) on account of gunny bales.

However, no amount was recoverable from HAIC and it was only book

entry for transfer of gunnies without cost. There was overstatement of profit

and recoverable by T 1.34 crore.
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5.14 Management Letters

One of the objectives of financial audit is to establish communication, on audit
matters arising from the audit of Financial Statements, between the auditor and
those charged with the responsibility of governance of the corporate entity. The
material observations on the Financial Statements of Public Sector Enterprises
were reported as comments by the CAG under Section 143 (5) of the Companies
Act, 2013. Besides these comments, irregularities or deficiencies observed by
CAG in the financial reports or in the reporting process, were also
communicated to the Management through ‘Management Letter’ for taking
corrective action. During the year, Management Letters were issued to eight
Government Companies and one Statutory Corporation. The deficiencies
related to application/ interpretation of accounting policies/ practices and
inadequate or non-disclosure of certain important information were pointed out
in the Management Letters.

5.15 Conclusions

As on 31 March 2021, there were 37 SPSEs in Haryana, including two Statutory
Corporations and 35 Government Companies (including five inactive
Government companies) under the audit jurisdiction of the CAG.

e The number of SPSEs that reported profit, as per their latest financial
statements, is 19 in 2020-21 as against 21 in 2019-20. The profit earned
increased to ¥ 1,698.89 crore in 2020-21 from T 975.78 crore in 2019-20.

e Out of total loss of ¥ 425.71 crore incurred during 2020-21 by 11 SPSEs,
loss of ¥ 357.50 crore is attributed (83.98 per cent) to two SPSEs which
function in Energy and Power Department.

e SPSEs were not adhering with the prescribed timeline regarding submission
of their Financial Statements as per the Companies Act, 2013. As of
31 March 2021, out of 35 Government companies, accounts for the year
2020-21 were due from 33 Government Companies (except two SPSEs
under liquidation). However, only nine Government Companies submitted
their accounts of the year 2020-21 for audit by CAG by 30 November 2021.
Accounts of 24 Government Companies were in arrears for a period of one
to four years.

5.16 Recommendations

) State Government may impress upon those SPSEs with arrear in

accounts to ensure early finalisation of their Financial Statements as in
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the absence of their finalisation, Government investments in such SPSEs
remain outside the oversight of the State Legislature.

(1)  The State Government needs to take an early decision regarding
commencement of liquidation process in respect of the five inactive
SPSEs as they are neither contributing to State economy nor meeting the
objectives for which they were set up.

The above points have been referred on 01 December 2021 to the Government
of Haryana for comments and replies. Response from the Government was
awaited (February 2022).

Chandigarh (VISHAL BANSAL)
Dated: 08 April 2022 Principal Accountant General (Audit), Haryana

Countersigned

M

New Delhi (GIRISH CHANDRA MURMU)
Dated: 21 April 2022 Comptroller and Auditor General of India
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