CHAPTER-6

FINANCIAL PERFORMANCE OF STATE PUBLIC SECTOR
ENTERPRISES

6.1 Introduction

6.1.1  Definition of Government Company

A Government Company is defined in Section 2 (45) of the Companies Act,
2013 as a 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 of a
Government Company.

Besides, any other company' owned or controlled, directly or indirectly, 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 are
referred to in this Report as Government Controlled Other Companies.

6.1.2 Mandate of Audit

Audit of Government Companies and Government Controlled Other Companies
is conducted by the CAG of India under the provisions of Section 143(5) to
143(7) of the Companies Act, 2013 read with Section 19 of the CAG’s (Duties,
Powers and Conditions of Service) Act, 1971 and the Regulations made
thereunder. Under the Companies Act, 2013, the CAG appoints Chartered
Accountants as Statutory Auditors for Companies and gives directions on the
manner in which the accounts are to be audited. In addition, CAG has the right
to conduct a supplementary audit of the Company’s financial statements. 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.

6.1.3 SPSEs and their contribution to 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 the people and occupy an important place in the State

! The Companies (Removal of Difficulties) Seventh Order, 2014 issued by Ministry of
Corporate Affairs vide Gazette Notification dated 4 September 2014.
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economy. As on 31 March 2023, there were 37 SPSEs’ in the State. They

3 Statutory Corporations, 29 Government Companies

consisted of two
(including three inactive Government companies®) and six Government
Controlled Other Companies, all of which are under the audit jurisdiction of the

CAG. The names of these SPSEs are given in Appendix 6.1.

One SPSE, namely, Haryana Financial Corporation is listed on the stock
exchange. There are three® inactive SPSEs (including one under liquidation) in
the State. The State’s investment in these inactive SPSEs towards capital was
Z 11.13 crore as on 31 March 2023. The liquidation process of one® SPSE has
been going on for 19 years and is still to be completed. The Government may
consider winding up these inactive 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 working SPSEs are given in Appendix 6.2. Turnover of
the working SPSEs and GSDP of the State for a period of three years ending
31 March 2023 are given in Table 6.1.

2 The details of 31 SPSEs are discussed in this chapter, as the first accounts of three SPSEs
viz. Faridabad City Transport Services Limited, Karnal Smart City Limited, and Haryana
Kaushal Rojgar Limited have not been received since their formation. Further, the
details of three inactive SPSEs namely Haryana Minerals Limited, Haryana State Minor
Irrigation and Tubewells Corporation Limited and Haryana State Housing Finance
Corporation Limited are not included.

3 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.

5 Haryana Minerals Limited (inactive since 2001-02), Haryana State Minor Irrigation and
Tubewells Corporation Limited (inactive since July 2002) and Haryana State Housing
Finance Corporation Limited (inactive since 2003-04).

6 Haryana State Housing Finance Corporation Limited.
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Table 6.1: Details of turnover of SPSEs vis-a-vis GSDP of Haryana
R in crore)

Particulars | 2020-21 | 2021-22 | 2022-23
Turnover

Power sector SPSEs 32,216 37,657 53,726
Finance sector SPSEs 19 49 56
Services sector SPSEs 354 414 417
Infrastructure sector SPSEs 3,466 2,279 2,363
Other SPSEs 2,814 652 660
Total 38,869 41,051 57,222
GSDP of Haryana 7,58,507 8,95,672 9,94,154
Percentage of Turnover to GSDP of Haryana

Power sector SPSEs 4.24 4.20 5.40
Finance sector SPSEs 0.002 0.005 0.006
Service sector SPSEs 0.05 0.05 0.04
Infrastructure sector SPSEs 0.46 0.25 0.24
Others SPSEs 0.37 0.07 0.07
Total 5.12 4.58 5.76

Source: Compilation based on turnover figures as per latest finalised accounts of SPSEs
and GSDP figures (Advance estimates) as per Department of Economic and
Statistical Analysis, Government of Haryana at current prices of the respective
years for year-to-year comparison.

The contribution of SPSEs to GSDP of the State increased from 4.58 per cent

in 2021-22 to 5.76 per cent in 2022-23. The contribution of Power Sector SPSEs

to GSDP was X 53,726 crore (5.40 per cent) in 2022-23. Though the
contribution of all other sectors was minimal X 3,496 crore (0.36 per cent), they
were having staff of 2,919 employees (including those on deputation/contract

basis). As on 31 March 2023, State Government had investment of X 1,077.29

crore (Equity: ¥ 896.41 crore and long-term loans: X 180.88 crore) in other

sectors SPSEs. In addition to it, ¥ 336.05 crore of Grants and subsidies was

provided to nine of these SPSEs by GoH during 2022-23.

6.2 Investment in SPSEs and Budgetary support

6.2.1 Equity holding and Loans in SPSEs

The sector-wise position of total Equity and Equity Contribution by the State
Government and Long-Term Loans including the loans given by the State
Government in 31 working SPSEs as on 31% March 2023 is given in Table 6.2.

Table-6.2: Sector-wise investment in SPSEs

Name of Investment (% in crore) Percentage
Sector Total State Total Long- State Total Equity | of Total
Equity Government | Term Loans | Government | and Long- | Equity and
Equity Loans Term Loans | Long-Term
Loans
Power 36,781.25 35,651.99 10,982.04 0 47,763.29 88.50
Finance 322.05 291.38 119.77 0 441.82 0.82
Service 149.32 77.00 0 0 149.32 0.28
Infrastructure 1,827.94 518.25 3,620.20 112.94 5,448.14 10.09
Others 17.74 9.78 150.73 67.94 168.47 0.31
Total 39,098.30 36,548.40 14,872.74 180.88 53,971.04 100.00

Source: Information provided by the SPSEs.
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The investment in equity and term loans in these SPSEs can be seen in Chart 6.1
shown below:

Chart 6.1: Investment in Equity and Term Loans in SPSEs

36,781.25
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The thrust of investments was on Power sector SPSEs which had received as
much as 88.50 per cent (R 47,763.29 crore) of the total investment of
% 53,971.04 crore as on 31 March 2023. The State Government share was 68.05 per
cent (X 36,729.28 crore) of total investment of X 53,971.04 crore.

From the analysis of Long-term loans of SPSEs outstanding as on 31 March
2023, it was observed that one SPSE i.e. Haryana Agro Industries Corporation
Limited raised (March 2013 to March 2014) four loans amounting to X 12.84
crore for construction of godown from National Bank for Agriculture and Rural
Development (NABARD). These loans were repayable in five equal quarterly
instalments from April 2015/April 2016. However, these loans were not repaid
and the overdue amount was X 24.75 crore (Principal: X 12.84 crore and Interest:
X 11.91 crore) upto 31 March 2023.

6.2.2  Budgetary Support

The Government of Haryana (GoH) provides financial support to SPSEs in
various forms through the 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 2023 are given in Table 6.3.

No investment/budgetary support was made to the inactive companies during 2022-23.
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Table 6.3: Details regarding budgetary support to SPSEs during the years
(R in crore)

Particulars 2020-21 2021-22 2022-23
No.of | Amount | No.of | Amount No. of Amount
SPSEs SPSEs SPSEs
(i) Equity Capital outgo 6 631.67 4 151.93 9 200.12
(ii) Loans given 5 104.98 5 101.09 4 407.76
(iii) Grants/Subsidy provided 7 438.52 8 442.54 9 336.05
Total Outgo (i+ii+Hiii) 1,175.17 943.93
Loan repayment/ written off 4 254.66 6 245.72 3 297.70
Loans converted into equity Nil Nil Nil Nil Nil Nil
Guarantees issued 5 3,793.00 6 2,336.85 5 2,650.16
Guarantee Commitment 8 8,698.72 9 9,148.73 9 11,447.93

Source: Information provided by SPSEs.

6.2.3  Market Capitalisation of equity investment in SPSEs

Market capitalisation represents market value of shares of Companies which are
listed. Only one SPSE i.e. Haryana Financial Corporation (HFC) is listed on the
Bombay stock exchange. Though HFC is a listed entity, it has not sanctioned
any fresh loan since May 2010 and the last trading of shares of the Corporation
took place on 13 July 2011 at a price I 24.65.

6.2.4  Disinvestment, Restructuring and Privatisation

During the year 2022-23, 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.

6.3 Returns from SPSEs

6.3.1 Profit earned by SPSEs

The number of SPSEs® that reported profits in their latest financial statements
available during 2022-23 reduced to 19 as against 20 SPSEs in 2021-22. The
profits earned increased from T 648.75 crore’ in 2021-22 to ¥ 1,049.20 crore in
2022-23. The Return on Equity (RoE) of the profit earning SPSEs stood at 6.73
per cent in 2022-23 as compared to 10.32 per cent in 2021-22. The RoE for all
the 31 working SPSEs was 6.45 per cent in 2022-23 as per their latest financial
statements.

The top three profit earning SPSEs are mentioned in Table 6.4 below, as per
their latest available financial statements.

Excluding one SPSE i.e. Faridabad Smart City Limited which has no profit and no loss
for the annual accounts 2020-21.
Figures of profit of SPSEs have been taken after considering the effect of other
comprehensive income/expenses.
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Table 6.4: Top three SPSEs which contributed to profit during the year 2022-23

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

Haryana Vidyut Prasaran Nigam Limited 396.02 37.74

Haryana State Industrial and Infrastructure 171.03 16.30

Development Corporation Limited

Dakshin Haryana Bijli Vitran Nigam Limited 127.18 12.12

Total 694.23 66.16

The above three SPSEs alone had contributed as much as 66.16 per cent of the
total profit (X 1,049.20 crore) earned by 19 SPSEs during 2022-23.

Sector-wise Net profit ratio'® is depicted in Table 6.5.

Table 6.5: Sector-wise Net profit ratio of SPSEs during the year 2022-23

(R in crore)

Sector Net Profit Turnover Net profit Ratio
(in per cent)

Power 731.07 53,726.37 1.36
Finance 28.92 56.33 51.34
Service 11.19 416.64 2.69
Infrastructure 205.29 2,362.59 8.69
Others 21.68 659.86 3.29
Total 998.15 57,221.79 1.74

Source: Latest financial statement of SPSEs.
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6.3.2 Dividend payout by SPSEs

Chart 6.2 : Net Profit and Turover of SPSEs

Nine SPSEs finalised their accounts for the financial year 2022-23 and reported
profits of X 750.67 crore. The State Government had formulated (October 2003)
guidelines under which all SPSEs are required to pay a minimum return of four

per cent on the paid up share capital of the State Government. Further, the Finance

Minister, Government of Haryana in his budget speech for the year 2023-24 also

proposed that State PSEs in profit for the year 2022-23 shall transfer 25 per cent

10 Net profit ratio = Net Profit/Turnover*100.
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of their profits to the State Government to enable the Government to meet its
development goals. Out of nine SPSEs, seven SPSEs reported profit for the
financial year 2022-23. However, only one SPSE (Haryana Vidyut Prasaran
Nigam Limited) declared dividend of X 25 crore (0.63 per cent of profit).

Three!! SPSEs declared dividend of ¥ 4.84 crore'? against their net profits of
% 41.38 crore on their results declared during the year 2022-23, of the financial
year 2021-22. The position of dividend payouts in the last three years is detailed
in Table 6.6.

Table 6.6: Dividend Payout by SPSEs
(R in crore)

Year Sector No. of SPSEs which declared Paid Up Capital | Net Profit Dividend
dividend Declared
2020-21 Service 1 5.00 4.73 0.20
Others 1 5.84 58.68 8.80
Total 2 10.84 63.41 9.00
2021-22 | Others 2 6.04 112.50 16.52
Total 2 6.04 112.50 16.52
2022-23 Power 1 3,990.15 396.02 25
Others 3 7.60 41.38 4.84
Total 4 3,997.75 437.40 29.84

Source: Information provided by the SPSEs.

6.3.3  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 SPSEs during the period
from 2020-21 to 2022-23 are given in Table 6.7.

Haryana Forest Development Corporation Limited, Haryana Land Reclamation and
Development Corporation Limited and Haryana Warehousing Corporation.

Haryana Forest Development Corporation Limited declared dividend of  0.06 crore
(30 per cent), Haryana Land Reclamation and Development Corporation Limited
declared dividend of X 0.06 crore (4 per cent) and Haryana State Warehousing Corporation
declared dividend of % 4.72 crore (80.82 per cent).

Capital Employed = Paid up Share Capital + Free Reserves and surplus + Long term
Loans — Accumulated losses — Deferred Revenue Expenditure.
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Table 6.7: Return on Capital Employed of SPSEs
(X in crore)

Year Sector EBIT Capital Employed RoCE
(in per cent)
2020-21 Power 2,000.14 19,257.73 10.39
Finance 14.54 305.78 4.76
Service 18.81 236.24 7.96
Infrastructure 2,281.50 9,085.49 25.11
Others 116.42 181.62 64.10
Total 4,431.41 29,066.86 15.25
2021-22 Power 2,363.60 19,235.75 12.29
Finance 40.38 338.70 11.92
Service 42.32 252.51 16.76
Infrastructure 1,051.58 8057.92 13.05
Others 164.65 256.06 64.30
Total 3,662.53 28140.94 13.01
2022-23 Power 3,502.83 21,252.87 16.48
Finance 49.52 356.13 13.91
Service 15.97 273.64 5.84
Infrastructure 1,073.92 9,824.22 10.93
Others 53.73 210.73 25.50
Total 4,695.97 31,917.59 14.71

Source: Latest financial statement of SPSEs. The RoCE has been calculated by excluding
the capital employed and EBIT figures of two Companies for 2020-21 and three
Companies each for 2022-23 and 2023-24 respectively, wherein the capital
employed is negative and hence RoCE was indeterminate. Therefore, the RoCE
as calculated above may not be fully reflecting the sectoral performance.

The overall RoCE was positive during 2020-21 to 2022-23. Further, there was

decrease in RoCE of Service Sector, Infrastructure Sector and Others Sector in

2022-23 as compared to 2021-22.

6.3.4  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
expressed as a percentage and can be calculated for any company if both its net
income and shareholders’ fund are positive numbers.

The Return on Equity (RoE) of the profit earning 19 working SPSEs stood at
6.73 per cent in 2022-23. The RoE in respect of all the 31 working SPSEs'*
including 11 loss making SPSEs was 6.45 per cent in 2022-23.

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 shareholders if all assets
were sold and all debts paid. A positive net worth (shareholders fund) indicates
that the company has enough assets to cover its liabilities while a negative net
worth means liabilities exceed assets.

14 Including one SPSE working on no profit no loss basis: Faridabad Smart City Limited.
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The details of Shareholders’ Fund and RoE relating to working SPSEs are given
below in Table 6.8.

Table 6.8: Return on Equity relating to SPSEs
(R in crore)

Year Sector Net Income Shareholders’ Fund ROE (Percentage)
2020-21 | Power 279.18 8,987.57 3.11
Finance 11.69 233.04 5.02
Service (-)35.13 228.29 --
Infrastructure 919.68 3,057.17 30.08
Others 97.76 (-)28.25 --
Total 1,273.18 12,477.82 10.20
2021-22 | Power (-)163.45 9,485.49 --
Finance 34 263.78 12.89
Service 32.89 245.51 13.40
Infrastructure 177.90 3,411.72 5.21
Others 107.76 3.23 3,336.22
Total 189.10 13,409.73 1.41
2022-23 | Power 731.07 10,270.83 7.12
Finance 28.92 271.40 10.66
Service 11.19 264.00 4.24
Infrastructure 205.29 4,749.65 4.32
Others 21.68 (-)85.92 --
Total 998.15 15,469.96 6.45

Source: Latest financial statements of SPSEs.

The overall ROE of SPSEs was higher during the year 2022-23 as compared to
2021-22 which is attributed to profits earned by Power sector SPSEs, although
decrease in net income of Finance sector SPSEs, Service sector SPSEs and other

sector SPSEs resulted in decrease of RoE of the said sectors during the year
2022-23 as compared to 2021-22.

6.4 Debt Servicing

6.4.1 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 6.9.
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Table 6.9:

Interest coverage ratio of SPSEs

(X in crore)

Year Sector Interest Earnings Number of SPSEs | Number of Number of
before having liability of | companies companies
Interest loans from having having
and Tax Government and | interest interest
(EBIT) other financial coverage ratio | coverage ratio
institutions more than 1 less than 1
2020-21 | Power 1,222.34 2,000.14 4 4 -
Finance 2.80 14.54 2 2 -
Service 1.49 (-)22.87 2 1 1
Infrastructure 914.63 2,281.50 3 2 1
Others 103.97 184.43 3 2 1
Total 2,245.23 4,457.74 14 11 3
2021-22 Power 1,164.26 2,363.60 4 4 -
Finance 2.75 40.38 2 2 -
Service 1.34 (-)1.44 2 0 2
Infrastructure 838.53 1,051.58 3 1 2
Others 40.80 187.51 3 2 1
Total 2,047.68 3,576.55 14 9 5
2022-23 | Power 1,335.83 3,502.83 4 4 -
Finance 15.88 23.81 3 3 -
Service 1.34 17.38 2 1 1
Infrastructure 841.86 1,038.06 4 2 2
Others 31.39 46.35 3 2 1
Total 2,226.30 4,628.43 16 12 4

Source: Latest financial statement of SPSEs.

It was observed that SPSEs of Power and Finance sectors had interest coverage
ratio of more than one during 2022-23. However, in case of Service,
Infrastructure and Other sector SPSEs, only five SPSEs had Interest Coverage
Ratio of more than one and the remaining four SPSEs had interest Coverage
Ratio of less than one. Thus, these SPSEs were not generating sufficient
revenues to meet their expenses on interest.

6.5 SPSEs incurring losses

6.5.1 Losses incurred

Eleven SPSEs!® reported losses as per their latest accounts finalised during the
year 2022-23. The position of SPSEs reporting losses during the last three years
is given below in Table 6.10.

(i) Haryana Woman Development Corporation (ii) Hartron Informatics Limited,
(iii) Gurugram Metropolitan City Bus Limited (iv) Haryana Roadways Engineering
Corporation Limited (v) Haryana Tourism Corporation Limited (vi) Drone Imaging &
Information Services of Haryana Limited (vii) Haryana Mass Rapid Transport
Corporation Limited (viii) Haryana Police Housing Corporation Limited (ix) Haryana
Agro Industries Corporation Limited (x) Haryana International Horticultural Marketing
Corporation Limited and (xi) Panipat Plastic Park Haryana Limited. Three PSUs viz.
Faridabad City Transport Services Limited, Karnal Smart City Limited and Haryana
Kaushal Rojgar Limited have not furnished their first accounts. One PSU i.e. Faridabad
Smart City Limited which has no profit no loss for annual accounts 2020-21. Hence,
these four PSUs have not been considered.
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Table 6.10: Number of SPSEs that incurred losses during 2020-21 to 2022-23
(R in crore)

Year Sector No of loss Net loss for Accumulate | Net Worth'® |Paid Up Capital
making SPSEs | the year d Profit/loss

2020-21 | Power 2 357.50 547.54 7,725.98 7,178.44
Finance 1 1.85 (-)109.34 98.32 207.66
Service 4 63.51 (-)51.38 36.39 87.77
Infrastructure 3 2.82 (-)4.07 21.13 25.20
Others 1 0.03 (-)0.04 0.96 1.00
Total 11 425.71 382.71 7,882.78 7,500.07

2021-22 | Power 2 426.49 (-)159.14 7,019.3 7,178.44
Finance - - - - -
Service 2 9.04 (-)4.11 36.76 40.87
Infrastructure 3 10.41 (-)11.88 241.36 253.24
Others 2 13.71 (-)182.61 (-)177.47 5.14
Total 9 459.65 (-)357.74 7,119.95 7,477.69

2022-23 | Power - - - - -
Finance 1 0.01 (-)0.14 16.47 16.61
Service 6 21.43 (-)69.56 35.60 105.16
Infrastructure 2 5.93 (-)13.69 43.22 56.91
Others 2 23.68 (-)210.31 (-)205.17 5.14
Total 11 51.05 (=)293.70 (-)109.88 183.82

Source: Latest financial statement of SPSEs.

In 2022-23, out of total loss of X 51.05 crore incurred by 11 SPSEs as per their
latest financial results, loss of ¥ 23.68 crore!” (46.39 per cent) and T 21.43
crore!® (41.98 per cent) was attributed to ‘Others’ sector SPSEs and Service
sector SPSEs, respectively.

It was also observed that three!® out of nine SPSEs which had incurred losses in
2021-22 earned profits during 2022-23, whereas four?® out of 11 SPSEs had
incurred loss during 2022-23 but had earned profit during 2021-22. One SPSE
(Drone Imaging & Information Services of Haryana Limited) incurred losses in
its first account during 2022-23.

6.5.2  Erosion of Capital in SPSEs

As on 31 March 2023, there were 15 SPSEs with accumulated losses of

16 Net worth means the sum total of the paid-up share capital and free reserves and surplus
less accumulated loss and deferred revenue expenditure. Free reserves mean all reserves
created out of profits but do not include reserves created out of revaluation of assets and
write back of depreciation provision.

Haryana Agro Industries Corporation Limited and Haryana International Horticultural
Marketing Corporation Limited.

18 (1) HARTRON Informatics Limited, (ii) Gurugram Metropolitan City Bus Limited,
(iii) Haryana Roadways Engineering Corporation Limited, (iv) Haryana Tourism
Corporation Limited, (v) Drone Imaging & Information Services of Haryana Limited.
(vi) Panipat Plastic Park Haryana Limited.

(1) Haryana Power Generation Corporation Limited (ii) Haryana Vidyut Prasaran Nigam

Limited (iii) Haryana Orbital Rail Corporation Limited.

20 (i) Haryana Women Development Corporation Limited (ii) Hartron Informatics Limited

(iii) Gurugram Metropolitan City Bus Limited and (iv) Panipat Plastic Park Haryana
Limited.
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¥ 27,876.14 crore (Appendix 6.3). Of these, 10 SPSEs’! incurred losses
amounting to ¥ 51.05 crore as per their latest finalised accounts.

Five SPSEs?> had not incurred losses as per their latest finalised accounts,
though they had accumulated losses of X 27,577.44 crore. Out of these five,
three Power sector SPSEs (Haryana Power Generation Corporation Limited,

Uttar Haryana Bijli Vitran Nigam Limited and Dakshin Haryana Bijli Vitran
Nigam Limited) had accumulated losses of X 27,489.43 crore.

The net worth of four SPSEs out of 31 SPSEs had been completely eroded by
their accumulated losses. It was (-) ¥ 214.81 crore against equity investment of
% 61.94 crore as on 31 March 2023 (Table 6.11). The net worth had remained
negative for duration of last one to 9 years.

Table 6.11: Details of SPSEs whose net worth has eroded as per their latest finalised

accounts
(X in crore)
Sr.| Name of the SPSE |Latest |Paid-up|Total [Total [Net Profit |Accumu- |[Net Period since [State State
No year of [capital |Revenue [Expen- |(+)/Loss [lated Worth |(when Net (Government |Government
accounts diture |(-) after [Losses 'worth has [Equity ason (Loans as on
interest, remained (31 March 2023 (31 March 2023
tax negative
1 2 3 4 5 6 7 8 9 10 11
1 |Haryana Agro 202122 | 4.14 | 111.22 | 132.94 | (-)22.99 |(-) 208.53|(-)204.39| 2013-14 2.54 0
Industries Corporation
Limited®
2 |Gurugram Metropolitan| 202122 | 50 120.34 | 12340 | (-)2.64 | (-)5747| (-)747 | 2019-20 0 0
City Bus Limited®*
3 |Haryana Roadways 2021-22| 6.8 1352 | 21.19 | (-)5.82 | (-)897 | (-)2.17 | 2021-22 6.85 0
Engineering
Corporation?’
4 |Haryana International | 2022-23 | 1.00 0.44 1.12 (-)0.69 | ()1.78 | (-)0.78 | 2021-22 0 0
Horticultural Marketing
Corporation Limited*®
Total 61.94 | 245.52 | 278.65 | (-)32.14 |(-)276.75|(-) 214.81 9.39 0

Source: Information in respect of columns 3 to 9 as per latest finalised accounts and in

respect of columns 10 and 11, information obtained from SPSEs concerned.

21

22

23

24

25

26

(i) Haryana Women Development Corporation Limited (ii) Gurugram Metropolitan City
Bus Ltd (iii) Haryana Roadways Engineering Corporation (iv) Haryana Tourism Limited
(v) Drone Imaging & Information Services (vi) Haryana Police Housing Corporation
(vii) Haryana Mass Rapid Transport Corporation Limited (viii) Haryana Agro Industries
Corporation Ltd (ix) Haryana International Horticultural Marketing Corporation Ltd and
(x) Panipat Plastic Park Haryana limited.

(i) Haryana Power Generation Corporation Limited (2022-23) (ii) Uttar Haryana Bijli
Vitran Nigam Limited (2022-23) (iii) Dakshin Haryana Bijli Vitran Nigam Limited
(2022-23) (iv) Haryana Orbital Rail Corporation Limited (2022-23) and (v) Haryana
Financial Corporation (Statutory Corporation) (2021-22).

The Company has generated positive cash flow of I 6.62 crore (cash profit before
working capital change) from its operations during the year 2021-22.

The Company has generated positive cash flow of ¥ 6.77 crore (cash profit before
working capital change) from its operations during the year 2021-22.

The Company has negative cash flow of % 6.42 crore (cash loss before working capital
change) from its operations which is being funded mainly through other current liabilities
as the same increased by < seven crore during 2021-22 as compared to previous year.

The Company has not started its operation yet.
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6.6 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/interest free loans and 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 present value at the end of each year up to 31 March 2023,
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 the following assumptions:

e 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.

¢ Inthe 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.

e The average rate of interest on Government borrowings for the financial
year concerned 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 2022-23 has been taken considering the investment of
the State Government in SPSEs as on 31 March 2000 as PV of State
Government investment at the beginning of 2000-01.

The details of State Government investment in SPSEs in the form of equity/
interest-free loans and grants/subsidy along with the consolidated position of the
PV of such State Government investment in the SPSE:s is indicated in Table 6.12.

2 Includes one inactive SPSE i.e. Haryana State Minor Irrigation and Tubewells

Corporation Limited and one SPSE i.e. Haryana Concast Limited dissolved during the
year on 30 September 2022.

73



Compliance Audit Report for the period ended March 2023

Table 6.12: Present value (Real Return) of Government Investment from 1999-2000 to 2022-23

X in crore)

Financial | Present Equity | Interest | Grants/ Total Total Average | Present |Minimum | Total earn- | Return
year value of |infused by (free loan| Subsidies invest- invest- rate of value of | expected |ings for the on
total invest- | the State |givenby | given by ment ment at | interest on total return year Invest-
ment at the | Govern- | the state State during the | the end of | Govern- [investment ment (in
beginning ment | Govern- | Government | year the year ment at the end percent-
of the year |during the| ment for borrowings | of the year age)
year during | operational (in per cent)
the year and
administra-
tive
Expenditure
1 2 3 4 5 6= T=2+6 8 9=(7x8/ | 10="7x8/ 11 12=11/9*
(3+4+5) 100)+7 | 100 100
1999-2000 612.33* - 49.95 662.28 662.28 12.05 742.09 79.80 | (-)436.59 -
2000-01 742.09 31048 - 73.50 383.98| 1,126.07 11.40 1,254.44 12837 (-)221.85 -
2001-02 1,254.44 59.75 - 98.18 157.93| 141237 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 36.70| 1.88
2003-04 1,952.96 123.78 - 80.43 20421 2,157.17 10.20 237720  220.03 236.76| 9.96
2004-05 2,377.20 165.41 - 2223 187.64| 2,564.84 8.49 2,782.60| 217.75| (-)368.24 -
2005-06 2,782.60 417.07 - 31.59 448.66| 3,231.26 8.95 3,52046| 289.20| (-)327.89 -
2006-07 3,520.46 789.96 - 25.90 815.86| 4,336.32 9.20 473526 39894| (-)442.18 -
2007-08 4,735.26| 1,002.23 - 83.03 1,08526( 5,820.52 743 6,25297| 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( 10,590.09 922 | 11,566.50| 97641| (-)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 | 1512381 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| 17,057.24 933 | 18,648.69| 1,591.44 ] (-)2,648.04 -
2015-16 18,648.69| 1,638.52 - 4,076.41 5,71493| 24,363.62 8.64 | 26468.64| 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 | 35207.68| 2,607.98 63.68| 0.18
2017-18 35207.68| 5462.30 - 176.82 5,639.12| 40,846.80 8.10 | 44,15539| 3,308.59 910.95| 2.06
2018-19 [36,370.39**| 13,327.92 - 35046 | 13,678.38| 50,048.77 8.81 | 54,458.07| 4,409.30 960.37| 1.76
201920 54,458.07| 5,838.78 - 11.15 5,849.93| 60,308.00 831 | 65319.59| 5,011.59 968.29| 148
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
2021-22 70,349.68 151.93 - 50.31 202.24| 70,551.92 7.05 | 75,525.83| 497391 165.39| 022
202223 75,525.83 200.12 - 230.15 430.27| 75,956.10 6.72 | 81,060.35| 5,104.25 995.82| 123
Total 35,870.40 - 2,643.24* |39,12597*

*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 nos. 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 (R 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 T 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 2022-23 increased to X 39,125.97 crore from X 612.33 crore (equity infused
X 844.23 crore minus initial residual accumulated losses of X 231.90 crore) in
1999-2000 as the State Government made further investments in the shape of equity,
interest-free loan and grant/subsidy of ¥ 38,513.64 crore. The PV of investments of
the State Government up to 31 March 2023 worked out to X 81,060.35 crore.
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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 the State Government could
not recover its cost of funds. Though there were positive total earning during
2002-03, 2003-04 and during 2016-17 to 2022-23 yet they were substantially
below the minimum expected returns. The Return on Present Value of Investment
for the last five years i.e. 2018-19 to 2022-23 ranged between 0.22 and 1.81 per
cent, which was mainly due to infusion of funds under Ujjwal Discom Assurance
Yojna (UDAY) scheme in the power distribution companies.

‘ 6.7 Conclusions

As on 31 March 2023, there were 37 SPSEs (two Statutory Corporations and
35 Government Companies (including three inactive Government Companies)
in the State under the audit jurisdiction of the CAG. Nineteen SPSEs reported
profit as per their latest financial statements in 2022-23 against 20 SPSEs in
2021-22. The profit earned increased from I 648.75 crore in 2021-22 to I 1,049.20
crore in 2022-23. Eleven SPSEs reported losses T 51.05 crore as per their latest
accounts finalised during the year 2022-23. The net worth of four SPSEs out of
31 SPSEs had been completely eroded by their accumulated losses.

‘ 6.8 Recommendations

The State Government needs to:

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

(i1))  Analyse the reasons of losses in those SPSEs whose net worth has been
eroded and initiate steps to make their operations efficient and
profitable.
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